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The main interest in this cabinet reshuffle was centred in the fortunes of existing 
ministers rather than in the prospects of possible entrants. Mr Hanumanthialfs 
inclusion was among the less well-kept secrets of the Prime Minister’s plans, thanks 
largely to Mr Hanumanthiah himself. Mrs Gandhi simply had to yield to the 
importunities of this ancient war-horse which was so noisily neighing for its bag of 
oats; additionally, of course, it would have been fun lor her, thus doing Mr Nijaiin- 
gappa ,in the eye. The induction of Mr K.R. Ganesh, even if merely at the level 
of Deputy Minister, must have given her another spot of more or less innocent 
enjoyment; the Young Turks have been shown their place and Mr Chandrasekhar 
and his coterie given further cause to cultivate their political ulcers. 

The highlights of the reshuffling process, however, were, as we had suggested 
at the outset, the Prime Minister's intention* regarding some of the men who were 
already in the council of ministers. More specifically, there was the keddofi opera¬ 
tion conducted whit the aim of taming Mr Y.B. Chavan and the cat-and-mouse game 
featuring Mr Dinesh Singh as the unhappy indent. In sporting thus, the 
Prime Minister was in the advantageous position of having made the rules herself. 
Poor Mr Chavan never had a chance, although he seemed to be the last to become 
aware of this. Just as Mr Morarji Desai was demolished with the battle-axe of 
radical socialism, Mr Chavan has been diminished with the pruning knife of radiant 
secularism. Less spectacularly, but not less effectively, even Mr Jugjivan Ram 
ha$ been shown his place. There can be no talk any where any more of a Deputy 
Prime Ministership for him. His transfer to the Defence Ministry, even as Mr 
Swaran Singh's shift to External Affairs, is only a consequence of Mrs Gandhi's 
more basic decisions to force a change on Mr Dinesh Singh and Mr Fakhrud- 
din Ali Ahmed. 

Why precisely Mr Dinesh Singh was made to endure what he had to endure 
will perhaps remain a minor mystery. An educated guess could be that, like other 
colleagues of Mrs Gandhi, he discovered soon enough and without any pleasure 
that a minister holding any portfolio in which the Prime Minister had a special 
interest had to be content to be less than a master in his own house, if this was the 
case, his recent political fortunes could have been the product of a desire on his 
part to assert his individuality in the business or style of the Ministry of External 
Affairs. An uneasy relationship of this kind might have been further complicated 
by problems of personal relations or political association. All this and much 
else could be food for more or less interesting speculation. 

More profitably it could be suggested that Mr Dinesh Singh seems a promis¬ 
ing Minister for Industrial Development and may well prove to be a productive 
one soon enough. The nation will be grateful for such an evolution. We wish 
we could express equal satisfaction with the change of assignment for Mr B.R. 
Bhagat. Foreign Trade is a very important portfolio and die promotion of foreign 
trade is essentially an exercise in the long haul. There was a clear advantage in 
letting a minister stay sufficiently long at this job, unless of course, that parti* 
cular minister was dearly needed elsewhere. The Steel and Heavy Engineering 
portfolio, however complicated its current problems may »eem to be. is basically 
an administrative lather than a policy portfolio and Mr K.C. Pant, who had been 
studiously and enthusiastically addressing himself to its ini ric ides, could have been 
left in independent charge. As it is the Ministry oi Foreign Trade lias been down¬ 
graded and placed in independent charge of a Minister of State, Mr L.N. Mishia, 
who is so far known primarily as one of the more prominent political activists in 
his party. 

There is some disappointment in the country that the Prime Minister did 
not consider it desirable to cut out the dcadwqod in I he council of ministers. She, 
apparently, was not over-concerned on this occasion to improve the efficiency of 
the government, although one or two of the changes made happen to be for"the 
better. The Prime Minister's principal purpose, clearly, was to emphasise her 
primacy in her party and her authority in the go\eminent so that she could use 
both more effectively as instruments of her political will. In thi^ she seems to 
have succeeded for the time being. Judgment must be suspended, however, on 
the long-term consequences for her. In fact, it may not really be long before such 
strains and tensions as may have been created by some of her decisions on persons 
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and portfolios come to the surface, 
challenging her credibility to her 
colleague.* as well as her party- 
men generally. The question whether 
she has strengthened herse f politi- 


At n s A ICC session held in the capital 
a few days ago, the “official" Congress 
parly gave welcome evidence of having 
recovered from the traumatic shock of 
the great split. The resolutions and 
speeches, despite their polemical over¬ 
tones, suggested that this party was in 
earnest about picking up the pieces of 
the shattered organisation and welding 
them with other acceptable political 
forces into a broad-based movement in 
the country dedicated to the unity and 
economic progress of the nation. Al¬ 
though the design is yet to be completed 
or even conceived in all its parts, it has 
already taken recognizable shape as a 
positive and realistic contribution to the 
lationalization of the national political 
scene against the background of the 
inter-party equations which have been 
evolving as a result of the last general 
election and subsequent political de¬ 
velopments such as me fortunes of the 
United Front ministries in West Bengal 
and Kerala, the proliferation of Leftist 
subversion, the strident assertiveness of 
regional parties and parochial move¬ 
ments and the schism in the Congress 
organization. 

The outstanding gain of this political 
conference was that a parly, which 
could still appeal with a high degree of 
legtimacv to cherished nationalist tra¬ 
ditions* had woken in time to the true 
priorities of national security, stability 
and growth. By pinpointing the nature 
of the threat to orderly political and 
economic progress and identifying this 
threat courageously with certain alien 
ideologies masquerading as movements 
for the people's well-being, this con¬ 
ference spelt oul the basic alphabet for 
the education of public opinion and the 
consolidation of democratic nationalist 
forces in the defence of the people's 
freedom and the country’s sovereignty. 
In a phase of our political history in 
which alliances of parties rather than 
individual parties seem destined to play 
the decisive part, the “official" Congress 
has had the wisdom to relate its present 
thinking piomptly enough to the 
‘‘facts" ( f the future. 

In the Economic Policy resolution, 
wc have for the first time in the proceed¬ 
ings of political patty conclaves, an 
earnest attempt to deal seriously with 
the major issues of the fourth Plan 
This is not to say that this discussion 
has successfully resisted all temptations 
to make compromise*. In such matters 


cally by the cabinet reshuffle or not 
will therefore have to be finally 
answered in terms of that challenge, 
when it comes, and her response 
to it. 


as the further expansion of the public 
sector or the relevance of the tax 
patterns and levels to capital forma¬ 
tion, il has clearly failed to be faith¬ 
ful to the logic of its own analysis or 
arguments. Again, on the scale of 
investment during the- fourth Plan 
period, it has committed itself to 
certain obviously extravagant sugges¬ 
tions thereby missing a fine opportu¬ 
nity to emphasize effectively the really 
important desideratum of a rational 
allocation of resources and their effi¬ 
cient utilization within the framework 
of the realistic saving and investment 
capabilities of the national economy. 

Nevertheless, in substantial compensa- 


Tm: PROPOSiii) take-over of cotton trade 
by the public sector and the canalisa¬ 
tion of cotton imports through the 
state agencies threaten to put out of 
employment no less than 300,000 per¬ 
sons in this country who have specia¬ 
lised in this trade. H w # as this gloomy 
prospect which impelled cotton traders 
from all over the country to get together 
in the capital on June 22 and 23 and 
impress upon the Government of India 
the dire consequences which would 
follow in the wake of the measures 
which are proposed to "be taken. The 
traders decided to form a new orga¬ 
nisation to be called the Federation 
of AII-India Cotton Organisations for 
putting up a fight in case the government 
did not revise its policy in regard to 
cotton trading. While the constitution 
of the new organisation is still being 
framed, the traders have been urged by 
their leaders not to support the govern¬ 
ment or co-operale with it in any 
measure having a director an indirect 
bearing on the takeover of the cotton 
trade bv the stale. 

It was at its plenary session in 
Bombay that the ruling Congress 
group had passed a resolution 
which stated that the wholesale 
trade of major agricultural com¬ 
modities should be brought within the 
control of the public sector. This dras¬ 
tic measure, it was alleged, was neces¬ 
sary to ensure economic and remunera¬ 
tive prices to the producer who, it was 
suggested, needed to be saved from the 
clutches of the middlemen. The moot 
question is: what is the Irulh in the 
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tion for such lapses, the resolution has 
asserted the primacy of increased pro¬ 
duction and faster economic growth as 
the genuine means of reducing mass 
poverty or expanding employment and, 
in this connection, called fora dynamic 
policy of industrial expansion. Here, 
we would like to point out, is a straight 
challenge to the ruling parly - ~ a 
challenge which that party cannot 
afford to ignore — and, even more inte¬ 
restingly, an invitation to co-operate 
addressed obviously to those political 
parties with whom the official Congress 
presumably hopes lo work together for 
the preservation of democratic values 
and national unity. The point of all 
this exercise, then, must be that, in 
addition to putting the fear of the next 
general election into the ruling party, 
the “official'* Congress should be able to 
project itself as a worthwhile major 
partner in any possible alliance for 
countering the forces of economic and 
political subversion. Jn this sense, 
this conference can be but the beginning 
of the story. 


allegation that the cotton producer is 
being fleeced by the cotton trade? 

A recent study sponsored by the 
Department of Economics, University 
of Bombay, and completed by Messrs 
M.G. Pavaskar and V. Radhakrishnan 
under the guidance of Prof. M. L. 
Dantvvala has shown that the present 
system of cotton marketing is by far 
more economical than is often believed 
by its critics. This study was confined 
to four major assembling markets in 
the Khandesh region of Maharashtra. 
The finding of this study has knocked 
the bottom out of the much-publicised 
tirade of the ruling party that the trader 
(ends to charge heavily for the service 
rendered by him. 

The traders' fear that the monopoly 
procurement of cotton in the public 
sector would enhance the marketing 
costs is on the basis of the experience 
of similar public sector trading in other 
commodities. The nationalisation of 
cotton trading would, it is feared, defeat 
the very objective for which it is pro¬ 
posed to be brought about. Moreover, 
the government possesses neither the 
expertise nor the administrative ma¬ 
chinery to take on this heavy responsibi¬ 
lity. The financial outlay that it would 
be called upon to commit for trading 
could be used more profitably in pro¬ 
moting the productivity of land under 
cotton. There is thus no justification, 
economic or social, for the take-over 
of cotton trading by the state and (he 
government would indeed be taking 
an unwise and risky step if it 
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did implement the proposal purely 
from ideological reasons. 

As it is, the cotton trade has been 
operating under a serious handicap since 
1965. The “credit control” policy of 
the Reserve Bank of India has been 
fashioned from time to time so as to 
raise hurdles for the cotton traders. 
In August 1965, the Reserve Bank of 
India directed the commercial banks to 
raise the margins against cotton and 
kapas from 25 to 50 per cent. In 1967, 
a ceiling was imposed on the quantum 
of advances and the banks as a whole 
were required not to grant advances in 
excess of 85 per cent of utilised credits in 
the corresponding period in the pre¬ 
vious year. In November 1967, the 
margins for cotton were raised from 
25 to 35 per cent. During the current 
year, the margins have been raised to 
75 per cent and the interest rate has 
been raised to 12 per cent. All these 
measures were taken ostensibly to check 
the rise in cotton prices which it was 
presumed was due to hoarding of cotton 
by traders. However, all these steps 
failed to arrest the increase in prices be¬ 
cause the basic cause was the imbalance 
between demand and supply and not any 
manipulations by traders. If anything, 
the stringent measures of credit control 
made it impossible for traders to play 
their rightful role in marketing the 
cotton crop. 

The trader forms a useful link bet¬ 
ween the farmer and the industry. He 
cannot discharge his obligations in an 
orderly manner if the regular channels 
of credit arc denied to him. One of the 
resolutions at the conference, therefore, 
demanded of the government that “ade¬ 
quate credit facilities should be made 
available to all sections involved in the 
marketing of cotton to enable them to 
market the crop smoothly” and that “the 
credit limits and margins sanctioned in 
the beginning of the season to individual 
traders should not be disturbed”. In 
the words of Mr Madanmohan Ruia, 
president of the conference, the “selec¬ 
tive credit control has reduced the status 
of cotton from being a cash crop into 
a credit crop.” This policy has brought 
needless hardship both to the trader 
and the farmer and needs to be given up. 

Since September 1966, futures trading 
in cotton has been banned in this 
country. The ruling Congress party in 
one of its recent meetings recommended 
the imposition of immediate ban on 
forward trading in all agricultural pro¬ 
ducts implying that futures trading in 
cotton should not be allowed. No co¬ 
gent reasons have been advanced for 
the proposed ban on futures trading. 
An impression, however, prevails that 
the working of the futures markets is 
inimical to the interests of the farmer. 

That there is no substance in this char¬ 


ge has been categorically stated by the 
Dantwala Committee which reviewed 
the working of the futures markets in 
this country. Here is a relevant quota¬ 
tion from this report: “If the consumers 
(primarily the manufacturers) were to 
restrict their purchases at the harvest 
lime only to their current requirements 
-— which would be a fraction of their 
total annual demand — there would 
be a sharp post-harvest fall in prices. 
The only way to prevent the slump is to 
hold back the supply which is not 
currently needed Any one who does 
this stocking (the farmer, the trader or 
the processor) would be assuming the 
risk of price fluctuations — and there¬ 
fore speculating. The trader would be 
willing to buy up the rushing market 
arrivals at harvest time provided he is 
able to reduce, if not eliminate, the risk 
in stock holding. This he can do 
through hedging on the futures markets. 
In the absence of large purchases at the 
harvest time by the trader (or even by 
non-profit making market agencies) 
on the ready market for future consump¬ 
tion, farm prices would slump, adversely 
affecting the farming interests. Futures 
trading, by increasing the safety on such 
forward buying and storage helps to 
prevent the post-harvest slump in 
prices.” 

It is thus clear that the futures 
markets far from harming the interests 
of the farmers, arc helpful lo them. 
Moreover the futures markets reduce 
the season;^ and short-period variations 
in commodity prices and have a sober¬ 
ing impact on prices. The conference 
therefore was justified in urging the 
government to permit the futures trad¬ 


ing in cotton from the next season, 

The decision regarding the canalisa¬ 
tion of cotton imports was taken by the 
government last year and a committee 
was appointed to study the implications 
of this step. Jt is reported that the 
committee has recently submitted its 
scheme to the government for the cana¬ 
lisation of cotton imports. The con¬ 
ference of cotton traders stated in one 
of its resolutions that there was no need 
for state take-over of imports of cotton 
as “the existing system is in itself a 
sophisticated form of canalisation.” 
The fact is that at present only the mills 
are allowed to import cotton according 
to quotas fixed by the government. 
There is no possibility of the trader tak¬ 
ing part in this trade. The advantage 
under the present system is that each mill 
can buy the quality of cotton which it 
needs. 

After canalisation, if and when it 
comes, cotton bought by the state agency 
in bulk might not measure up to the 
specifications of individual mills. More¬ 
over, the expertise of the trade channels 
acquired over decades would be lost 
and hundreds of persons employed in 
this trade would be thrown out of work. 
The canalisation of cotton imports 
would not have any direct effect on 
cotton traders but they are rightly 
afraid that the internal take-over of the 
cotton trade would follow close on the 
heels of canalisation. It would be 
wrong on the part of ^he central go¬ 
vernment to treat their considered views 
as the special pleading of an interested 
minority group. Such a reaction would 
savour of arbitrariness and would be 
inconsistent with the obligations of a 
responsible democratic administration. 


Indian Jute Losing Australia 


A study of Australia’s import statistics 
reveals some interesting though some¬ 
what disturbing trends in regard to the 
export of our jute goods. Australia has 
been an important market for our jute 
products especially for woolpacks and 
cornsacks. But in recent months our 
jute goods have been facing increasing 
competition not only from Pakistan but 
also Japan. 

In the first half (July-December) of 
the Australian financial year 1969-70, 
imports of hessians including carpet 
backing from India slighth improved 
to A$4,087,254 from A$3,881,696 in the 
corresponding period of 1968-69 and 
sacking cloth to All ,043,377 from 
A$448,672. But import of cornsacks fell 
steeply from AI265.579 in the first half 
of 1968-69 to AS37,118 in the first 
half of 1969-70 and woolpacks from 
A*l,266,147 to All 15,624. 

Pakistan’s competition is cutting into 


our imports of practically all varieties 
of jute goods. For instance, while 
imports of hessian from India declined 
from A19,080,929 in the full year 1967- 
68 to A$8,097,103 ? the imports from 
Pakistan shot up from A$661,000 to 
All,083,000 in the same period. Austra¬ 
lia's total imports of hessian (including 
carpet backing) were valued at AI9 2 
million in 1968-69 against AI9.7 million 
in the preceding year, 

Indian cornsacks have been practi¬ 
cally wiped out of Australia. In 1964-65 
we exported to that country cornsacks 
vajued at AS5 5 million. In 1966-67 
this figure declined to All,188,601 and 
to AI666,998 in 1967-68. , In 1968-69 
there was a further fall to A$319,247. 
But imports of cornsacks from Pakistan, 
though showing a declining trend, consti¬ 
tute Australia's major source of supply. 
Pakistan’s share was All0,765.000 in 
1966-67, AI7,175.000 in 1967-68 and 
Al6,262,000 in 1968-69. Australia’s total 
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imports of cornsacks were valued at 
A$6.6 million irr 1968-69 which were 
lower by about A$J. 1 million compared 
to the previous year. 

In woolpacks also Pakistan has been 
effectively ousting India. Australia's 
imports of Pak woolpacks have steadily 
increased from A*2,219,000 in 1966-67 
to A$2,331,000 in 1967-68 and 
AI3,891,000 in 1968-69. But in the 
same years imports of Indian wool- 
packs have declined from A$4,673,199 
to A$3,787,!88 and to AS 1,479,485 
respectively. 

Meanwhile, Japan’s woolpacks have 
been rapidly making headway inta 
Australia. The import of new wool- 
packs from Japan rose steadily from 
AS51,000 in 1966-67 to A$272,000 
in 1967-68 and to AS 1,233,000 in 1968- 
69, and of secondhand woolpacks from 
AS414,000 to A.S441,000 and to 
A$515,000 in the three years respective¬ 
ly. 

The set-back to our jute goods in 
Australia appears to be mainly due to 
uncompetitive prices. The Indian 
woolpack is superior to that of Pakistan 
and therefore costlier. The Indian High 
Commission in Sydney has suggested 
Australia does not need such good 
quality woolpack and that a cheaper and 
slightiy inferior product can sell well. 

Our analysis calls for intensive re¬ 
search by the Indian Jute Mills Asso¬ 
ciation into the changing pattern of the 
Australian market. Though the IJMA 
in recent years has been giving special 
attention to Australia, the fart that 
Pakistan and Japan have been able to 
challenge seriously our export of jute 
goods shows clearly that India has not 
been sufficiently alert. The Australian 
economy continues to grow vigorously. 
The growth of her GNP at constant 
prices was 8.7 per cent in 1968-69 
against 3.4 percent in 1967-68 and 6.2 
per cent in 1966-67. The increase at the 
current prices is estimated at 12 per 
cent. The demand for various types of 
jute goods is expected to show a conti¬ 
nuous increase. The Indian jute indus¬ 
try therefore should take advantage of 
this expanding market to push up the 
sale of its products. 

The set-back to Indian jute goods in 
such an important market as Australia 
should make New Delhi reflect on its 
policy towards the jute industry. It is not 
only in Australia but also in other major 
markets such as the LISA and the UK 
that our jute goods arc being priced out. 
As a spokesman of the Indian jute 
industry said recently, “India is con¬ 
fronted with a pincer movement from 
synthetics o.i the one hand and Pakistan, 
on the other.” He added that our main 
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difficulty was that we had not yet found 
an answer to the bonus voucher scheme 
of Pakistan, “It is the persistent assis¬ 
tance,” he said, “given by the Pakistan 
government to its jute industry 
which has tilted the balance in its 
favour demonstrably and effectively.” 
New Delhi, of course, is not unaware of 
the many facilities and incentives avail¬ 
able to the jute industry in Pakistan. 
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But its policy towards our jute industry 
remains far from being constructive 
although the drop in our jute goods 
exports in 1969 was “unparalleled in 
our long history”, according to the 
Indian Jute Mills Association. 

The table below shows the trends in 
the import of Indian jute goods into 
Australia. 


IMPORTS OF JUTE GOODS FROM INDIA 

(Australians) 



1966-67 

1967-68 

1968-69 

Jute, not spun, tow and waste 

20,204 

35,926 

26,215 

Yarn of jute .. . 

- » 

14,723 

8,582 

Hessians . 

8,857,469 

9,080,929 

8,097,103 

Brattice cloth. 

33,198 

/6,049 

13,425 

Woven fabrics of jute-other, chiefly of jute 

61 

5,993 

3,863 

Woven fabrics of jute—other, wholly of jute 

1,310,002 

1,222,784 

1,105,884 

Sacks and bags of a kind used for packing of 
goods—new- -bran, chaff and compressed 
fodder . 

301,181 

385,255 

311,546 

Sacks and bags of a kind used for packing of 
goods—new —corn and flour 

1,188,601 

666,998 

319,247 

Sacks and bags of a kind used for packing goods 
new— 1 woolpacks . 

4,673,199 

3,787,188 

1,479,485 

Sacks and bags of a kind used for packing of 
goods—second-hand—other 

4,659 

5,754 


Other carpets, carpeting, rugs, mats and matting 
and heavy handwoven fabrics— wholly or 
chiefly of jute (inch jute and paper)— piece- 
goods (i.e. continuous rolls) . 

48,723 

75,141 

58,263 

Other carpets, carpeting, rugs, mats, and matting 
and heavy hand-woven fabrics — wholly or 
chiefly of jute (incl. jute and paper)~~other 

458 

1,641 

294 

Sacks and bags of a kind used for packing of 
goods—second woolpacks. 

36,322 

18,494 

12,459 

16,464,077 15,376,875 11,436,365 



July 3, 1970 


EASTERN ECONOMIST 


7 


Steel Plans in Perspective 

M* Y. GHORPADE* M L.A. 


The Sandur-Hospet region is world 
famous for its exceptionally rich and 
plentiful iron ore, the proved reserves 
being of the order of one thousand 
million tonnes. A large-size steel 
plant is the birth right of this area. 
This has been officially recognised and 
conceded by the recent central 
announcement in this regard. But when 
the proposed steel plant will actually 
commence and be completed, and what 
will be its initial and final size, arc cru¬ 
cial matters which are yet to be clearly 
indicated. It has however been stated 
that work on the three steel plants will 
commence during the fourth Plan and 
that it takes about seven years for the 
plant to go into production. The pre¬ 
paration of the project report itself i>> 
expected to take a year and a half. 

Mr K.C. Pant, the Minister for Steel 
and Heavy Engineering, is reported to 
have told the Lok Sabha that the go¬ 
vernment was contemplating a 15-year 
steel plan and that it had cornc to the 
conclusion that steel capacity would 
have to be doubled in 10 years — the 
present total steel ingot capacity of 9 
million tonnes being increased by one 
million tonnes every year. He also 
pointed out that if two-million-ton 
steel plants are to be set up, one such 
plant would have to be started every 
alternative year. But, he significantly 
added that this would depend on the 
capacity of the Heavy Engineering 
Corporation to 1 urn out the necessary 
equipment in time. 

Financial Implications 

The financial implication of this pro¬ 
gramme will also have to be carefully 
worked out. The average capital cost 
of the existing three steel plants of 
Hindustan Steel Lid, is about Rs 2,500 
per ton of steel capacity. On this basis, 
the cost of setting up a two-million-ton 
steel plant will be at least Rs 500 crores 
and, perhaps, more at probable future 
prices. An increase of about 10 million 
tonnes in steel ingot capacity in the next 
ten years will cost at leasl Rs 2,500 
crores. The total outlay will be more 
to the extent to which capital cost per 
ton goes up during this period. It is 
against this scale of financial require¬ 
ments that the meagre fourth Plan pro¬ 
vision of Rs 110 crores will have to be 
seen. More than Rs 1,000 crores will 
have to be spent during each cf the 


next two five-year periods if steel pro¬ 
duction is to be doubled by the cud of 
the fifth five-year Plan or 1980. 

Normally, a two-million-ton steel 
plant should be stepped up to four 
million tonnes and this should be en¬ 
visaged from the very beginning. The 
Bokaro steel plant, whose first stage 
is 1.7 million tonnes, will go up to 
four million tonnes in its final stage. 
Mr K.C. Pant has stated that the Bhilai 
steel plant will be expanded from 2.5 
million to 4.2 million tonnes and that 
the capacity of the Durgapur alloy 
steel plant will be doubled. The exis¬ 
ting capacities of Rourkela and Durga- 
puir steel plants, andTISCO and MSCO 
arc 1.8,1.6, two and one million tonnes 
respectively. The present total ingot 
steel capacity of about nine million 
tonnes docs not take into account 1.7 
million tonnes of Bokaro's first stage 
which is still to be completed. 1 he 
yield rates for conversion of ingot to 
finished stecJ may he taken as about 
69 per cent for flat products and 78 per 
cent for non-fiat products. As a rough 
approximation, the availability of 
finished steel may be taken as 75 per 
cent of steel ingot capacity. 

Actual Availability 

I he Steering Group on Iron and 
Steel of the Ministry of Steel and Heavy 
Engineering, Government of India, 
in its report of February 1969, had 
estimated the actual availability as 
6.34 million tonnes of finished steel and 
1.14 million tonnes of pig iron which 
would be short of requirements for 
domestic demand plus planned exports 
by about two million tonnes of finished 
steel in 1973-74. The completion of 
Bokaro stage 1 and a sixth blast furnace 
at Bhilai was expected to increase avail¬ 
ability of finished steel to 7.8 million 
tonnes in the fourth Plan period, 
leaving a gap of half a million tonnes. 
However, the gap or shortfall of supply 
compared to estimated demand was 
put at three million tonnes in 1978-79 
by the Steering Group. 

This gap would be double on the 
basis of the demand projections made 
by the National Council of Applied 
Economic Research (NCAER). The 
availability of finished steel will have to 
increase by about 7.5 million tonnes 
during the period 1973-74 and 1980-81 


because the availability of finished 
steel by 1973-74 will be 7.8 million 
tonnes, while fhe steel demand 
estimated by NCAER is 15.37 million 
tonnes by 1980-81. To increase steel 
availability by 7.5 million tonnes 
the ingot steel capacity will have to 
be increased by about 10 million 
tonnes. Therefore even after taking 
into account the proposed expan¬ 
sion of Bokaro and Bhilai, three 
two-nullion-tonne steel plants will have 
to be started now so that they could go 
into full production in the fifth Plan 
period and their capacities could he 
doubled during the sixth Plan (apart 
from any other steel plants to be started 
during the fifth Plan to take care of 
estimated demand in the sixth and 
seventh Plan periods, i.e., 1980 to 
1990). On this basis, the Hospet steel 
plant will need an average outlay 
of about Rs 100 crores per annum for 
the next 12 years .fit is to make nor¬ 
mal progress. 

Demand Estimation 

The Steering Group of the Ministry 
of Steel estimated the demand for 
finished steel a: the end of the fourth 
and fifth Plans i.e. 1973-74 and 1978-79 
as 7.12 and 10.97 million tonnes res¬ 
pectively. The NCAER in their publi¬ 
cation of September 1968, estimated 
that the demand for finished steel will 
be 7.12 million tonnes in 1970-71 
10.51 million tonnes in 1975-76 and 
15.37 million tonnes in 1980-81. 
On this basis, the steel ingot capacity 
will have to be about 20 million tonnes 
in 1980-81 to get finished steel of about 
15 million tonnes. The demand esti¬ 
mates made by the NCAER by the end- 
use method are based on certain assump¬ 
tions regarding overall growth rate. 
The NCAER study stales that the 
growth in agricultural sector would be 
about 2.5 per cent cumulative from 
19^7-68 onwards and that the growth 
in industries would be about 7.8 per 
cent. The combined effect of these 
two is an overall growth rate of 2.1 
per cent up to 1970-71 and 4 per cent 
beyond 1970-71.’' The estimated de¬ 
mand of 15.37 million tonnes of finished 
steel in 1980-81 assumes a growth rate 
of 5 per cent between 1975-76 and 
1980-81. The demand is estimated to 
go up to 18.8 million tonnes if the 
growth rate during this period could be 
stepped up from 5 to 7.5 per cent, 

ii may be interesting to recall that 
when our steel production was 1.5 
mdlion tonnes in the first Plan period, 
the target for steel production was 
placed at 6 million tonnes in the second 
Plan and 18 million tonnes in the third 
Plan, which was later sealed down to 
10 million tonnes, and resulted in the 
actual production in 1967-68 of 6.2 
million tonnes of ingot steel and 
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4,6 million tonnes of saleable steel. 
There was a recession and domestic' 
consumption of sled declined from 
5.16 million tonnes in 1964-65 to 4.03 
million tonnes in 1%7-68. Direct 
investment in India's integrated steel 
plants amounted to 11 per cent of the 
aggregate plan outlay during the second 
Plan period. It was to be about 6 per 
cent in the third Plan. What would it 
be in the fourth and fifth Plans and will 
this suffice is the big question. As we 
see. at least Rs 250 erores will have to 
be spent on steel every year at the 
present prices. 

from this analysis, it is obvious that 
the recent announcement regarding the 
three steel plants should not be allowed 
to prompt a sense of smug complacency. 
Things will pot happen unless they arc 
carefully planned and continuously 
pressed at every stage tor the next ten 
years. Attention to details and incor¬ 
poration of the latest techniques and 
development in steel making is very 


In 'tw determination of wages, 
government, employers and workers 
have got specific and distinct roles in 
every industrial society. They may all 
have a common interest in increasing 
the total quantity of goods and services 
produced, from which wages, profits 
and revenues arc obtained. Yet con¬ 
troversies may often arise. It is here that 
the industrial law' and adjudication step 
in for a judicious discussion and dis¬ 
posal of the controversies involved. In 
this endeavour, the Supreme Court of 
India has built up over the years a good 
deal of case laws on different aspects 
of wages and wage structure. 

English Common Taw still regards 
the wage bargain as contract between an 
individual employer and an individual 
worker. The general policy of the law 
has been and is to leave to the two 
contracting parties a general liberty 
of baigaining, so long as there are no 
terms against public policy. In India 
as veil as in England and other demo¬ 
cratic countries great inroads have been 
made on liti* view of the common law 
by labour welfare legislation, Mich ik 
the Minimum Wages Act and the In- 
du.-.lri , :I Dism^vs A:t. Wdh the cmcr- 


,v 5 las article 0 raainiy fuse.? <»j the author’s 
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necessary to ensure a bright future for 
the proposed steel plants. Japan, for 
instance, has installed blast furnaces of 
a capacity of 5,000 to 7,000 tonnes per 
day while our blast furnaces have a 
capacity of 1,000 to 3,500 tonnes per 
day. The technological advantages of 
continuous casting should also be uti¬ 
lised to keep down costs of production. 
A pelletisation plant to pelletise about 
two million tonnes of iron ore dust is a 
natural corollary of the Donimalai 
iron ore project to mine four million 
tonnes of iron ore, half of which'will 
be dust. A20-crore pelletisation plant, 
whose water requirements have been 
promised by the Mysore government 
from the proposed Taranagar medium 
irrigation project, will not only ensure 
the economic feasibility of the Doni¬ 
malai project but produce pellets which 
will be excellent feed for steel making 
in the proposed steel plant. Such an 
integrated and well-planned develop¬ 
ment will put Bellary district in the 
forefront of industrialisation. 


gence of the concept of welfare stale, 
collective bargaining between trade 
unions and capital has come into its 
owm. The stale is no longer content to 
play the part of a passi\e onlooker in 
an industrial dispute. 

The old principle of the absolute 
freedom of contract and the doctrine 
ol Liisscz fairc have yielded place to 
new principles of social welfare and 
common good. Labour naturally looks 
upon the constitution of w r age structure 
as affording a bulwark against the 
dangers of depreciation, safeguard 
against unfair methods of competition 
between employers and guarantee of 
wages necessary lor the minimum re¬ 
quirements of employees. There can 
be no doubt that in fixing wage struc¬ 
ture in different industries, industrial 
adjudication attempts, gradually and 
by stages though it may be, to attain 
the principal objective of a welfare 
state to secure io “all citizens justice, 
social and economic.” For the attain¬ 
ment of this ideal, the Indian Constitu¬ 
tion has given a place of pride and that 
is the basis of new guiding principles 
of social welfare and common good. 1 

The advent <T the doctrine of a wel¬ 
fare Mate is bused on notions of pro¬ 
gressive social philosophy which have 
ren# red I he old doctrine of laitrez 
jnirr obsolete. In the nineteenth cen¬ 
tury. t|ie relations between employers 
and employee; were usually governed 
by the economic principles of supply 
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and demand, and the employers thought 
that they were entitled to hire labour on 
their terms and to discuss the same at 
their choice, subject to the specific 
terms of contract between them. 

The theory of “hire and fire” as well 
as the theory of “supply and demand” 
which were allowed free scope under the 
doctrine of laissez faire no longer holds 
the field. In constructing a wage stru¬ 
cture. in a given case, industrial adjudi¬ 
cation takes into account, to some ex¬ 
tent, consideration of right and wrong, 
propriety and impropriety, fairness and 
unfairness. As the social conscience of 
the general community becomes more 
alive and active, as the welfare policy 
of the state takes a more dynamic 
form, as the national economy pro¬ 
gresses from stage to stage, and as un¬ 
der the growing strength of trade union 
movement, collective bargaining enters 
the field, the wage structure ceases to 
be purely an arithmetical problem. 

Financial Considerations 

Considerations of the financial posi¬ 
tion of the employer ano the state of the 
national economy have their say, and 
the requirements of a workman living 
in a civilized and progressive society 
also come to be recognized. It is in 
that sense, and no doubt to a limited 
extent, that the social philosophy of the 
age supplied the background for the 
decision of industrial disputes as to 
wage structure. As Mrs Barbara Woo- 
tton has pointed out, the social and 
ethical implications of the arithmetic 
and the economics of wages cannot be 
ignored in the present age. The fram¬ 
ing of wage structure has, thus, a wider 
angle. 2 

Though social and economic justice 
is the ultimate ideal of industrial ad¬ 
judication, its immediate objective in an 
industrial dispute as to the wage struc¬ 
ture such as would do justice to the 
interests of both labour and capital, 
would establish harmony between them 
and lead to their genuine and whole¬ 
hearted co-operation in the task of 
production. It is obvious that co¬ 
operation between capital and labour 
would lead to more production and 
that would naturally help national 
economy and progress. Jn achieving 
this immediate objective, industrial 
adjudication takes into account several 
principles such as, for instance, the 
principles of comparable wages, pro¬ 
ductivity of the trade or industry, cost 
ofliving and the ability of the industry 
to pay. The application of these rele¬ 
vant principles leads to the constitution 
of different categories of w r age struc¬ 
ture. 2 

In dealing with wage structure, it is 
usual to divide wages into three broad 
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categories: the basic minimum wage is 
the bare subsistence wage; above it is 
the fair wage, and beyond the fair wage 
is the living wage. The concepts of 
these wages cannot be described in 
definite words, because their contents 
are clastic and they are bound to vary 
from time to time and from country to 
country. Sometimes the said three 
categories of wages are described as 
the poverty level, the subsistence level 
and the comfort or the decency level. 
It would be difficult and also inexpedi¬ 
ent to attempt the task of giving an 
adequate precision to these concepts. 
What is a subsistence wage in one 
country may appear to be much below 
the subsistence level in another. The 
same is true about a fair wage and a 
living wage: what is a fair wage in one 
country may be treated as a living wage 
in another. 

Fine Distinction 

There is a distinction between a basic 
wage and a minimum wage. The basic 
wage is expressed as the minimum for 
skilled and semi-skilled workers, piece¬ 
workers and casual workers. The mini¬ 
mum wage is the lowest wage at which 
members may legally be employed. 
Another distinction is between a bare 
subsistence or minimum, wage and a 
statutory minimum wage. The former 
is a wage which would be sufficient to 
cover the bare physical needs of a 
worker and hns family, that is. a rate 
which has got to be paid to the worker 
irrespective of the capacity of the in¬ 
dustry to pay. The statutory mini¬ 
mum wage is tire minimum wage provid¬ 
ing for "some measure of education, 
medical requirements and amenities. 4 

In our march towards a trttty fair wage 
m the first instance and ultimately the 
living wage, we must first achieve the 
need-based minimum (as formulated at 
the 15th Indiart Labour Conference in 
1957) The difficulty in accepting the 
need-based formula, however, is very 
real. The minimum wage so fixed 
would be above per capita income in 
our country and it is not possible to 
arrive at a "constant figure in terms of 
money. 5 

The concept of a living wage is not 
a static one; it is expanding and the 
number of constituents and their res¬ 
pective contents are bound to expand 
and widen with the development and 
growth of the national economy. That 
is why it would be impossible to attempt 
the task of determining the extent of the 

4. Indian Express Newspapers. 

5. Reserve Bank of India. 
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7. Hindustan Times 

8. Hindustan Times. 
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requirement of the said concept in the 
context of today in terms of rupees and 
paise. Jt would be inexpedient and un¬ 
wise to make an effort to concretise the 
said concept in monetary terms with 
any degree of definiteness or precision. 
In an underdeveloped country it would 
be idle to describe any wage structure 
as containing the ideal of the living 
wage. 6 

Although it is desirable to fix a wage 
structure which would give the work¬ 
men generally a living wage, economic 
considerations make that only a dream 
for the future, That is why industrial 
tribunals in this country generally con¬ 
fine their horizon to the target of fixing 
a fair wage. But there, again, the econo¬ 
mic considerations make that only a 
dream for the future. For these reasons, 
the need for considering the problem of 
an industry-cum-region basis and of 
giving careful consideration to the 
ability of the industry to pay have been 
emphasised. 7 

The fixation of wage structure is 
amor^g the most difficult tasks that in¬ 
dustrial adjudication has to tackle. 
On the one hand, not only the demands 
of social justice but also the claims of 
the national economy require that 
attempts should be made to secure for 
workers a fair share of the national 
income which they help to produce. On 
the other hand, care has to be taken 
that the attempt at a fair distribution 
does not tend to dry up the source of 
the national income itself. On the one 
hand, better living conditions for work¬ 
men that can only be possible by giv¬ 
ing them a living wage will tend to in¬ 
crease the nation’s wealth. On the 
other hand, unreasonable inroads on 
the profits of the capitalists might have 
a tendency to drive capital away from 
fruitful employment and even to affect 
prejudicially capital formation itself. 
The rise in prices that often results from 
the rise in workmen’s wages may in its 
turn affect other members of the com¬ 
munity and may even affect prejudicially 
the living conditions of the workmen 
themselves. 

Complex Factors 

The effect of such a rise in prices on 
the country's international trade can¬ 
not also be always ignored. The numcr- 
rous complex factors, some of which 
are economic and some spring from 
social philosophy, give rise to con¬ 
flicting considerations that have to be 
borne in mind. Nor docs the process of 
valuation of the numerous factors re¬ 
main static. International movement'* 
in the case of labour have for many 
years influenced thinking and sometimes 
even judicial thinking in such matters. 
In this country, the emergence of an 
independent democratic idea has in- 
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fluenccd the matter even more pro¬ 
foundly. 8 * 

The wage structure in India has for 
a long time been composed of two 
items: (a) the basic wage, and (b) a 
dearness allowance wliich is altered to 
neutralise, if not entirely, at least the 
greater part of the increased cost of 
living. This does not solve the problem 
of real wage. At the same time, too 
sharp an upwaid movement of basic 
wage is iikelv to affect the cost of pro¬ 
duction and lead to fall in exports and 
rise in prices all round. There is a vicious 
circle which can be broken by increased 
production and not by increasing wages. 
What we need is the introduction of 
production bonus, increased fringe 
benefits, free medical, educational and 
insurance facilities. Capital must also 
be prepared to forgo a part of its 
return. There is much to he said for 
considering the need-based formula in 
all its implications, for it is bound to 
be our first step towards living wage. As 
in many other matters relating to 
industrial disputes the problem may, 
perhaps, he best tackled by agreement 
between capital and labour in an esta¬ 
blishment where a beginning can be 
safely made in this direction. 0 

Consolidated Wage 

When the government seeks to evolve 
a wage structure for workmen, it would 
not knowingly do anything which would 
have the effect of removing incentives 
to production. Such removal would 
harm labour by preventing workmen 
from earning more by extra efforts, 
harm capital by diminishing the return, 
and therefore, harm the country as 
a whole at a time when higher produc¬ 
tion is the crying need of every branch 
of industry. An interpretation which 
would impute to the government such 
an unthinkable intention to harm all 
concerned cannot be lightly accepted; 
but that would be the necessary result 
of ‘consolidated wages’ in the defini¬ 
tion of basic wages interpreted to in¬ 
clude even an incentive wage like bonus 
related to production. 10 

Broadly, the principles which should 
be borne in mind in framing a wage 
structure are: (1) that in the fixation 
of rates of wages, which includes with¬ 
in its compass the fixation of scales of 
wages, also the capacity of industry to 
pay is one of the essential circumstances 
to be taken into account except in 
cases of bare subsistence or minimum 
wage'where the employer is bound to 
pay the same irrespective of such capa¬ 
city; (2) that the capacity of the in¬ 
dustry to pay is to be considered on an 
industry-cum-region basis after taking 
a fair cross-section of industry; and 
(3) that the proper measure for gauging 
the capacity to pay should take into 
account (i) the elasticity of demand for 
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the product, (ii)the possibility of tight¬ 
ening up the organisation so that the in¬ 
dustry could pay higher wages without 
difficulty, and (ill) the possibility of 
increase in the efficiency of the lowest- 
paid workers resulting in increase in 
production considered in coiyunction 
with the elsaticity of demand for the 
product. In short, the burden of the 
increased rate should not be such as to 
drive the employer out of business. 11 

By and large, it has now been settled 
that the basis of fixation of wages and 
dearness allowance is industry-cum- 
region. Where there is a large number of 
industrial concerns of the same kind in 
the same region, it would be proper to 
put great emphasis on the industry part 
of the industry-cum-region principle. 
It would put all concerns on more or 
less the same footing in the matter of 
production costs and, therefore, in 
the matter of competition in the market. 
In applying the industry-cum-region for¬ 
mula for fixing wage-scales, the tribu¬ 
nals should lay stress on the industry 
part of the formula if there is a large 
number of concerns in the same region 
carrying on the same industry. In such 
a case, in order that production costs 
may not be unequal and there may be 
equal competition, wages should gene¬ 
rally be fixed on the basis of the com¬ 
parable concerns, namely, industries of 
the same kind. But where the number 
of industries of the same kind in a parti¬ 
cular region is small it is the region part 
of the industry-cum-region formula 
which assumes importance, particularly 
in the case of clerical and subordinate 
staff, for there is not much of difference 
in the work of this class of employees. 1 * 

Unequal Competition 

It should, however, be added that even 
in the same line of business, it would 
not be proper to compare, for example, 
a small struggling concern with a 
flourishing concern. Where there is a 
large disparity between the two con¬ 
cerns in the same line of business it 
would not be safe to fix the same 
wage structure as in large concerns 
without any further consideration. 
The question whether there is a large 
disparity between the concerns is, 
however, always a question of fact and 
it is not necessary for the purpose of 
comparison that the two concerns must 
be exactly equal in all respects. 

All that the tribunal would like to 
see is that the disparity is not so large 
as to make the comparison unreal. 
It would not be safe to compare a 

,11. Indian hxpress Newspapers. 

12. Greaves Cotton. 

13. French Motor Co. 

14. Williamsons. 

15. Baimer Lawrie. 

It*. Ahmesiabad Millowncrs* Association. 


EASTERN ECONOMIST 

comparatively small concern with a 
large concern in the same line of busi- 
ness and impose a wage structure pre¬ 
vailing in the large concern as a rule 
of thumb without considering the stand¬ 
ing, the extent ot labour force, the ex¬ 
tent of business and the extent of profits 
made by the two concerns and the ex¬ 
tent of profits made by them over a 
number of years. If such rates of 
wages are fixed m a particular concern, 
which are much higher than the pre¬ 
vailing rates of wages in concerns of 
similar standing in the same industry, 
it will be put at a disadvantage when 
it comes to competing in the market 
for similar products. 13 

Though in a case where a particular 
concern is already paying the highest 
wages in its own line of business, the 
industrial court usually takes into 
account wages paid in that region in 
other lines of business. However, it 
takes care to see that the concerns from 
other lines of business taken into account 
are such as are as nearly similar as 
possible to the line of business carried 
on by the concern before it. The in¬ 
dustrial court also takes care to see that 
such concerns are not so dispropor¬ 
tionately large as to afford no proper 
basis for comparison. 

Facts Worth Consideration 

In considering the question about 
comparable concerns, the following 
facts are generally borne in mind. 
The extent of the business carried on 
by the concerns, the capital invested by 
them, the profits made by them, the 
nature of business carried on-by them, 
their standing, the strength of their 
labour force, the presence or absence 
and the extent of reserves, the dividends 
declared by them, and the prospects 
about the future of their business — 
these and all other relevant facts have 
to be borne in mind. 14 

In dealing with the comparable 
character of industrial undertakings, 
industrial adjudication does not usually 
rely on oral evidence alone. This 
question is considered in the light of 
material facts and circumstances which 
are generally proved by documentary 
evidence. What is the total capital in¬ 
vested by the concern, what is the extent 
of its business, what is the order of the 
profits made by the concern, what are 
the dividends paid, how many employees 
are employed by the concern, what is 
its standing in the industry to which 
it belongs — tWfee and other matters 
have to be examined by industrial ad¬ 
judication in determining the question 
as to whemer one concern is com¬ 
parable with another in the matter 
of fixing wages. 15 

In trying to recognise and give-effect 
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to the demand for a fair wage, including 
payment of dearness allowance to pro¬ 
vide for adequate neutralisation againsi 
the ever increasing rise in the cost o! 
living, industrial adjudication alwayi 
takes into account the problem of the 
additional burden which such wage 
structure would impose upon the em¬ 
ployer and asks itself whether the em¬ 
ployer can reasonably be called upor 
to bear the burden. The problem oi 
constructing a wage-structure must be 
tackled on the basis that such wage stru- 
ctu re should not be changed from time tc 
time. It is a long-range plan; and so, it 
dealing with this problem, the financial 
position of the employer must be care- 
hilly examined; what was the progresi 
of the industry in question; what an 
the prospects of the industry in future 
has the industry been making profits 
what is the nature of the demand whicl 
the industry expects to secure; whai 
would be the extent of the burder 
and its gradual increase which th< 
employer may have to face? These anc 
similar other considerations are care¬ 
fully weighed before a wage structun 
can be reasonably constructed by in¬ 
dustrial adjudication. 

A Broad View 

Unusual profits made by the industry 
for a single year as a result of adventi¬ 
tious circumstances, or unusual loss 
incurred by it for similar reasons, should 
not be allowed to play a major role ir 
the calculations which industrial ad¬ 
judication would make in regard to the 
construction of wage structure. A 
broad and overall view of the financial 
position of the employer must be taker 
into account and attempts should 
always be made to reconcile the 
natural and just claims of the employees 
for a fair and higher wage with the 
capacity of the employer to pay it: 
and in determining such capacity, 
allowance must be made for a legitimate 
desire of the employer to make a reason¬ 
able profit. In this connection, it may 
also be permissible to take into account 
the extent of the rise in price structure 
which may result from the fixation of a 
wage structure and the reasonableness 
of the additional burden which may 
thereby be imposed upon the consumer. 

Industrial adjudication should not 
lean too heavily on single-purpose 
statements or adopt any of the tests 
evolved from such statements,^whilst it 
is attempting the task of deciding the 
financial capacity, of the employer in 
the context of the wage problem. No 
doubt the position must be examined in 
detail, but the decisions should be 
based on a broad view which emerges 
from a consideration of all the relevant 
factors. 1 * 

The fact that the directors of a parti- 
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cular sniftil company arc also the direc¬ 
tor* of bigger and prosperous concerns 
is hot relevant and material in consider¬ 
ing the financial position of the former. 
Wnen industrial adjudication refers to 
an establishment as a part of a larger 
organisation, it generally means that 
the establishment is a part of a larger 
organisation carrying on the same or 
similar industry and that the establish¬ 
ment concerned is an integral part of 
the said organisation. A concern of 
which some of the directors happen to 
be the directors of prosperous concerns, 
is not and cannot be integrally concern¬ 
ed with the prosperous concerns. If 
it is so, it is unreasonable to treat that 
as a factor in considering its financial 
position. 17 

Revision is Possible 

It would not be correct to say that 
under no circumstances can the wage 
structure be revised to the prejudice of 
the workmen. Even theoretically, no 
wage structure, however, can or should 
be revised to the prejudice of the work¬ 
men if the structure in question falls in 
the category of the bare subsistence or 
the minimum wage. Tf the wage struc¬ 
ture in question falls in a higher cate¬ 
gory, then it would be open to the em¬ 
ployer to claim its revision even to the 
prejudice of the workmen provided a 
case for such revision is made out on 
merits to the satisfaction of the tribunal. 
In dealing with a claim for such a re¬ 
vision, the tribunal has to consider 
whether the employers’ financial diffi¬ 
culties could not be adequately met by 
retrenchment in personnel effected by 
the employer and sanctioned by the 
tribunal. The tribunal would enquire 
whether the financial difficulties facing 
the employer would be for a fairly long 
time. After considering all the relevant 
facts, if the tribunal is satisfied that a 
case for reduction in the wage structure 
has been established, it would be open 
to the tribunal to accede to the re¬ 
quest of the employer to make approp¬ 
riate reduction in the wage structure, 
subject to such conditions as to time 
or otherwise that the tribunal may deem 
fit or expedient to impose. 

The tribunal should keep in mind 
some important practical considerations. 
Substantial reduction in the wage 
structure is likely to lead to discontent 
among workmen and may result in 
disharmony between the employer and 
his employees; and that would never be 
for the benefit of the industry as a whole. 
On the other hand, in assessing the 
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value or importance of possible dis¬ 
content amongst workmen resulting 
from the reduction of wages, the in¬ 
dustry is burdened with a wage struc¬ 
ture beyond its financial capacity, its 
very existence may be in jeopardy and 
that would ultimately lead to unemploy¬ 
ment. It is, thus, clear that in all such 
cases all relevant considerations have 
to be made in each case to reach a con¬ 
clusion which would be reasonable on 
merits and would be fair and just to both 
the parties. 1 * 

At times a fair wage structure is cons¬ 
tructed by industrial adjudication and, 
in course of time, experience shows that 
the employer cannot bear the burden 
of such wage structure, on the ground 
that enough time has not passed after 
the making of the award, or the mate¬ 
rial change in relevant circumstances 
had not been proved. It is, of course, 
not possible to lay down any hard and 
fast rules in the matter. The question 
as to revision must be examined on the 
merits in each individual case that is 
brought before an adjudicator for ad¬ 
judication. 19 

Generally, adjustments are granted 
when scales of wages are fixed for the 
first time, but there is nothing in law 
to prevent the industrial tribunal from 
granting adjustments of the employees 
in the revised wage scales even in a case 
where previously pay-scales were in 
existence; but this is done sparingly, 
taking into consideration the facts and 
circumstances of each case. The usual 
reason for granting adjustments even 
where wage scales were formerly in 
existence is that the increments provided 
in the former wage scales were parti¬ 
cularly low, and, therefore, justice 
requires that adjustments should be 
granted a second time. In a case where 
a comparatively generous rate of 
increments was in force previously, 
there is no justification to grant ad¬ 
justments. In such a case, the usual 
direction would be to step up the em¬ 
ployee in the new scale where his pre¬ 
sent pay dees not fit in the new scale. 20 

Fixing Minimum 

When in an industry divergent wages 
are being paid and there is considerable 
difference between the top wage and 
the lowest wage, it is very difficult to 
standardise these wages and therefore 
the first thing to be done is to fix a mini¬ 
mum wage which is generally somewhat 
between the top and the bottom; but 
where wages in a particular occupation 
are not very divergent and are more or 
less uniform, taut is the lime and the 
stage when a tribunal may well standar¬ 
dise these wages, because in standardi¬ 
sing them, although it may result in 
some workers being paid less industrial 
adjudication can, and in a proper case 


should, revise the wage structure, 
though such revision may result in 
reduction in the content of the work¬ 
men’s wage-packet; but like all rasjor 
problems associated with industrial 
adjudication, the decision of this prob¬ 
lem must also be based on the m jor 
consideration that the conflicting claims 
of labour and capital must be harmo¬ 
nised on a reasonable basis; and so, if 
it appears that the employer cannot 
really bear the burden of the increasing 
wage bill, industrial adjudication, on 
principle, cannot refuse to examine the 
employer’s case and should not hesi¬ 
tate to give him relief if it is satisfied 
that if such relief is not given, the em¬ 
ployer may have to close down his 
business. It is unlikely that such a situa¬ 
tion would frequently arise; but, on 
principle, if such a situation arises, a 
claim by the employer for the reduction 
of the wage-structure cannot be 
rejected summarily. 21 

Technical Considerations 

While dealing with the question 
about the revision of wage-scales, it is 
necessary to remember that the techni¬ 
cal considerations of res judicata 
should not be allowed to hamper the 
discretion of industrial adjudication. 
It is undoubtedly true that a wage- 
structure is contracted as a matter of 
long-term policy, and so, industrial 
adjudication would naturally be reluc¬ 
tant to interfere with the wage-stucture 
without justification or* in a light¬ 
hearted manner. When a wage-struc¬ 
ture is framed, all relevant factors are 
taken into account and normally it 
should remain in operation for a fairly 
long period; but it would be unreason¬ 
able to introduce considerations of res 
judicata as such, because for various 
reasons which constitute the special 
characteristics of industrial adjudication 
the said technical consideration would 
be inadmissible. 

If the paying capacity of the em¬ 
ployer increases or the cost of living 
shows an upward trend, or there are 
other anomalies, mistakes or errors in 
the award fixing wage-structure in 
comparable industries in the region, in¬ 
dustrial employees would be justified in 
rejecting it the loss to them would not 
be considerable and if it is in the inte¬ 
rests of labour that all workers should 
be paid the same wages who are doing 
the same work, then the standardisa¬ 
tion would result in benefit to the cause 
of labour. 

It would not be against the basic 
principles of standardisation to protect 
the wages of individual workmen who 
might be getting more than the wages 
fixed in the standardisation scheme at 
the time when such a scheme is brought 
into force. It will be for the tribunal to 
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sec whether or not it will protect the 
individual worker. If it gives no direc¬ 
tion for protection to individual work¬ 
men, they will not nonprotected and their 
wages will have to be lowered in case 
they are higher than those fixed in the 
standardisation scheme. 

$ 

In such a scheme, three conditions 
will always have to be borne in 
mind. In the first place, there can be 
no further raising of the wages of 
those protected workmen by the 
management after the standardi¬ 
sation comes into force; for any 
such further rise will be against the 
principle of standardisation. In the 
second place, if a scheme fixed incre¬ 
mental scales of wages and if the pro¬ 
tected workman is getting a wage which 
is between the minimum and maximum 
and he is not entitled in accordance 
with the length of his service to that 
wage but something less in the grade, 
the extra amount that he may be getting 
will have to be absorbed in future incre¬ 
ments till he is properly fitted in the 
incremental scale according to the 
length of service. Thirdly, when any 
workman’s service comes to an end 
for any reason whatsoever, no other 
employee, whether new or old, would be 
entitled to claim the pay which the out¬ 
going employee was getting on the 
ground that a vacancy with that higher 
pay bad arisen. Subject to these three 
conditions, it may be open to a tribunal 
to protect the wages of individual work¬ 
man even though they may be getting 
higher wages than those fixed in a 
standardisation scheme at the time when 
the scheme was introduced. 

Personal Pay 

The proper way of giving protection, 
if the tribunal thinks that justice de¬ 
mands that individuals who are getting 
higher wages than those fixed under 
a standardisation scheme, is that the 
difference, if any, between their wages 
and the standardised wages should 
be paid to them as personal pay, so 
long as they are in service. As soon 
as such an individual goes out of ser¬ 
vice, another coming in his place will 
not be entitled to the personal pay the 
outgoing workman was getting, and 
will be fixed in the standardised 
scheme. 28 

It cannot, however, be disputed that 
when a standardisation scheme comes 
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into force it is an integrated whole and 
may sometimes result in soifie categories 
of workmen getting less than What they 
were getting before. The whole purpose 
of a standardisation scheme is to raise 
them to the standardised level. Simi¬ 
larly where the wages are high they have 
to be reduced to fit them in the standar¬ 
dised scheme.” 

The character of the employer or the 
destination of profits has no relevance 
in the fixation of wages. Whoever may 
be the employer, he has to pay a reason¬ 
able wage to the employees once the 
principle of region-cum-industry is 
accepted, and all the employees of simi¬ 
lar nature, irrespective of the charac¬ 
ter of the employers, will get a fair deal, 
without any discrimination; which will 
certainly be conducive to the industrial 
development of our economy. The 
same principle evolved by the indus¬ 
trial adjudication in regard to pri¬ 
vate sector undertakings will govern 
those in the public sector undertakings 
having a distinct corporate existence.* 4 

Arbitrary Interference 

Sub-rule (4) of Rule 126-AA of the 
Defence of India Rules, 1962, lays down 
thus: The central government or the 
state governments may by order regu¬ 
late the wages or other conditions of 
service of persons or of any class of 
persons engaged in any employment or 
class of employment to which this rule 
applied. It was, however, held that an 
ad hoc fixation of wages on purely sub¬ 
jective considerations may override 
all adjudications and statutory fixation 
of wages under the Minimum Wages 
Act could result in arbitrary inter¬ 
ference in a contract between employer 
and employee. The exercise of this 
power should be analogous to other 
similar powers under various legisla-, 
tions. Government could do so, even 
in an emergency, after industry by 
industry consultation and appreciation 
of view-points of persons affected. 25 

Fixation of the fates of dearness 
allowance is always a delicate operation 
and when the tribunal, after a fair 
consideration of the available material, 
fixes the rates at reasonable levels, 
these should not be distrubed except 
on clear proof of error or unfair¬ 
ness. 26 In matters of the grant of 
DA, except to the very lowest class of 
manual labourers whose income is just 
sufficient to keep body and soul to¬ 
gether, it is impolite and unwi.se to ne¬ 
utralise the entire rise in the cost of 
living by DA, more so in the case of 
the middle class. 27 

If the scheme about the payment of 
dearness allowance allows for increase 
in the dearness allowance consequent 
on the increase in the cost of living 
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Index, that would be one factor in ft* 
vour of allowing the scheme to operate 
for a fairly long period. But if would be 
idle to suggest that because a provision 
is made for the adjustments of the dear¬ 
ness allowance consequent upon an 
increase in the cost of living Judex, the 
scheme of dearness allowance can never 
be altered. It is quite conceivable that 
if the cost of living shows a tendency 
to rise very high, the workmen would be 
entitled to claim that there should be a 
change in the rates of dearness allowance 
basically fixed in order to allow them 
more neutralisation, and such demand 
cannot be rejected without examining 
its merits solely on the ground that be¬ 
cause a provision is made for adjust¬ 
ment from time to time, the scheme 
ought to remain in force for all time 
and cannot be re-opened or re-exa¬ 
mined. 28 

The Supreme Court feels that time 
has now come when employees getting 
the same wages should get the same 
dearness allowance irrespective of 
whether they are working as clerks or 
members of subordinate staff or fac¬ 
tory workmen. The pressure of high 
prices is the same on these various 
kinds of employees. Further subordi¬ 
nate staff and factory workmen, these 
days, arc as keen to educate their child¬ 
ren as clerical staff and in the circum¬ 
stances there should be no difference in 
the amount of dearness allowance 
between employees of different kinds 
getting the same wages. Also, an 
employee, whether he is of one kind or 
another, getting the same wage hopes 
same amenities of life and there is 
no reason why he should not get 
them, simply because he is, for exam¬ 
ple, a factory workman though he may 
be coming from the same class of 
people as a member of clerical staff. 1 ® 

Ascertaining Facts 

It must, however, be remembered 
that, just as the wage structure with 
scales of increments cannot reasonably 
be constructed unless the financial 
position of the industry is properly 
ascertained, and the result of the impact 
of the wage-structure in future is 
judged, so also adequate dearness 
allowance provision cannot be made 
unless the said facts are ascertained. 20 

The above analysis shows that the 
Supreme Court has played an impor¬ 
tant role in giving a meaningful and 
constructive interpretation to different 
aspects of wage policy in general and to 
the evolution 6f a scientific and rational 
wage structure in particular. Guide* 
lines and basic principles laid down by 
the highest judicial body in the land 
have exerted —■ and will continue 
exert — a profound influence on the 
question of wages. 
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WINDOW OH THE WORLD 

Report in Depth on the EEC—II 


JOSSLEYN 

I 

U.S. HITS AT E.E.C. FARM POLICY 

LONDON: 

The second major element in the cur¬ 
rent US-EEC trade dialogue is the 
common agricultural policy, which 
has been attacked from Washington 
since its inception as unfair, protec¬ 
tionist and anti-American. 

In the statistical warfare over this, 
the global figures supplied by the Ameri¬ 
cans undoubtedly bear out their claim 
that the Six afc eating each other’s 
foodstuffs, and producing more them¬ 
selves at the expense of American ex¬ 
ports. Thus farm trade from the US 
to the Community fell from $1,564 
million in 1966 (the record year) to 
$1,269 million in 1969. 

On the other hand, as the table shows, 
the situation varies greatly from pro¬ 
duct to product. American feed-grains 
continue to do well, and as the Com¬ 
munity's defenders pointed out during 
the ‘’chicken war”, they cannot both 
buy the food to feed their own lives¬ 
tock, and buy the livestock as well. 

Main Skirmish 

The main skirmishing recently has 
been over soyabeans. After oil has 
been extracted, the cake left is a pro¬ 
tein-rich feedstuff for livestock, and 
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cisms about the common agricultural 
policy continue unrelentingly to be 
levelled. 

The Community, with double the 
number of farms (6,000,000 against 
3,000,000), and three times the American 
farm labour force on only one-seventh 
as much land, is producing half as 
much as the USA. The levy system 
keeps out any imports that would 
effectively undercut the Six’s ineffi¬ 
cient farmers; and the surpluses which 
the efficient ones are stimulated into 
producing by the artificially high prices 
are then “dumped” on the world mar¬ 
ket. The Community is accused of en¬ 
croaching on traditional American 
markets for wheat in Taiwan, lard in 
the UK. and feed-grains in Japan. 

Binding Agreement 

In Brussels, however, they will not 
soon forget what happened to agricul¬ 
ture in the closing stages of the Kennedy 
Round. The Six had proposed, at the 
suggestion of the EEC Commission, 
a system which would involve “binding” 
each partner's level of self-sufficiency 
for each product. Any measure that 
resulted in higher output — and thus in 
world market surpluses — would be a. 
breach of the agreement and would 
have made retaliation possible. 

The US delegation refused such a 


scheme — which also involved world 
agreements and fixed world prices —• 
no doubt because Congress would not 
have swallowed it. Yet had the Com¬ 
munity been obliged to accept the dis¬ 
cipline that it was then proposing, it 
might well have kept the current sur¬ 
plus situation from becoming so serious. 

Meanwhile, there are fewer signs of 
a possible flare-up over agricultural 
trade than over specific issues in indust¬ 
rial trade. 

The next crucial moment is likely to 
be when the Six and the candidates 
come to consider, as they did in 1962, 
the implications for world trade of their 
creating what will be by far the world’s 
biggest trading unit. Using their 
weight together, they will be in a posi¬ 
tion to influence very strongly the shape 
and content of any future world agree¬ 
ments on agricultural trade. 

n 

U S. RESENTMENT 

The third and last major aspect of 
current trans-Atlantic trade relations 
is more overtly political. 

It arises from the way that the Com¬ 
munity — almost always in response to 
outside requests rather then of its own 
volition — has been building up its 
network of trade agreements, both non- 
preferential and preferential. The US 
sees many of these as directly discrimi¬ 
natory, and not falling under the escape 
clause of Article XXIV of GATT, be¬ 
cause they are not definitely leading on 
to the creation of areas of full free 
trade within a specific time. 

The list is indeed impressive, es- 


imports of this into the Community 
have been rocketing. It enters duty¬ 
free through a breach in the Six’s tariff 
wall, for most vegetable fats and oils, 
which many farmers hold to be not 
unrelated to the effectiveness of the 
Unilever lobby. Seeing the flood of 
oil-cake as a threat to the internal ba¬ 
lance of the agricultural market (far¬ 
mers are using the cake instead of 
clover and other Community-produced 
feedstuff’s), and seeing US vegetable 
oil exports rising at the expense of the 
developing countries, the European 
Commission tried hard to get a tax 
imposed on soya imports. One version 
of it would have been a deliberately 
discriminatory duty hitting American 
exports but not those of the less de¬ 
veloped countries. The results, it is 
held in Brussels, were some clear indi¬ 
cations from Washington that this 
would meet with immediate trade re¬ 
taliation. The balance of deterrence 
was working. 


U.S. AGRICULTURAL EXPORTS TO E.E.C. 

($ million) 



1965 

1966 

1967 

1968 

1969 

Variable-levy commodities 






Feed grain 

471.7 

476.4 

373.6 

336.5 

224.9 

Com 

341.1 

340.2 

303.3 

313.4 

219.0 

Barley 

29.0 

35.4 

20.6 

4.7 


Oats 

15.0 

18.3 

4.2 

1.7 

. 

Rice . 

10.1 

18.8 

25.7 

27.8 

31.0 

Rye 

1.4 

4.4 

4.3 

1.4 

0.4 

Beef &veal 

1.5 

0.6 

0.6 

0.5 

0.4 

Dairy products 

30.4 

1.2 

1.2 

1.2 

0.9 

Poultry &eggs 

30.7 

23.6 

18.5 

14.3 

12.9 

Non-variable-levy commodities 





Oilseeds & products 

383.3 

464.7 

477.4 

488.8 

- 499,5 

of which: soyabean .. 

102.2 

140.5 

152.3 

167.9 

182.6 

Total (incl. other agricul- 






tural products) 

1,476.4 

1,564.2 

1,460.0 

1,367.3 

1,268.6 


The more general American criti- 


Sourcei US Bureau of Census and USDA. 
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My ?»1^ 

peciaiiy fora Community that has to* 
tslhf fofoMUo work out any positive or 
coherent outside policy of its own. 
It iMudcs the seventeen African states 
(phis Malagasy and the Dutch Antilles), 
the three East-African countries (Kenya, 
Uganda, Tanzania) and practically all 
the countries round the Mediterranean. 

Beyond looms the prospect of “en¬ 
largement”, bringing in any case the 
UK, Denmark, Ireland and Norway 
inside, and perhaps Sweden also. But 
currently it is the links with the Com¬ 
munity's neighbours to the south that 
are causing US resentment. The early 
months of 1970 have seen the presenta¬ 
tion in GATT of the partial association 
agreements concluded with Morocco 
and Tunisia, the conclusion of trade 
agreements with Israel, Spain and 
Yugoslavia, and the opening of ex¬ 
ploratory talks with the United Arab 
Republic and the Lebanon. 

Strict Rales 

GATT rules on trade preference are 
strict. Preferences not extended to all 
partners enjoying most-favoured-na¬ 
tion treatment are only authorised in 
the framework of a firm commitment, 
with a time-table, for moving on to a 
full free trade area (the case with EFTA) 
or a customs union, with a common 
external tariff (as with the EEC). The 
Community’s earlier Mediterranean 
area tics conformed to this: the associa¬ 
tions with Greece and Turkey, both 
provided with timetables for the move 
to free trade, and the trade reductions 
open to all exporters, though granted 
on products carefully chosen and de¬ 
fined so as to benefit essentially the 
partner to the agreement. 

But the Tunisian and the Moroccan 
agreements are preferential over a 
considerable jrange of goods, with the 
vaguest promise of a future move to a 
full association. 

The case of Spain is even clearer: 
it is known that Dutch agreement to a 
trade pact depended on there being no 
further move until the Spanish regime 
becomes more democratic. But such an 
unlikely political conditions at least in 
foe short run—makes a mockery of 
foe presentation of the current agree* 
ment as a step to foil trade. 

American reactions, and those of 
other .GATT countries, are not so 
much dictated by the prospect of imme¬ 
diate trade disadvantage. The Spanish 
concessions on industrial trade were 
chosen so as not to harm US exports, 
and the effect of any advantage to 
Cbfo)wunit]( exporters on the north 
African markets can barely be more than 
minimal for US trade. The US pro¬ 
test is, in foe first plaoe, against foe 
fonwwiQr with which the Six have 


been able to flout the rules of GATT. 

To this the Brussels answer is that 
from its Inception until very recently 
and not least through the powerful 
rote played by former Executive-Secre¬ 
tary Wyndham White, GATT was in 
practice an Anglo-Saxon club, in which 
the US, foe UK and foe white Com¬ 
monwealth countries decided what they 
wanted, and played the rules to fit it. 
Now the trade power pattern has shif¬ 
ted, as was already reflected in foe 
membership of the inner circle of key 
negotiators in the Kennedy Round— 
the USA, the UK, the EEC, the Scan¬ 
dinavians and Japan. 

With the exception of the Scandina¬ 
vians, whose link-up on a single plat¬ 
form was limited to those talks, the 
other four now constitute the “bridge 
club" that meets in the executive-secre¬ 
tary’s office to fight out any disputed and 
effectively determine what GATT will 
do. In this political context, it is clear 
that the USA is not in a position to do 
much about the Community’s growing 
scries of Mediterranean area obliga- 
tionk — which incidentally are becom¬ 
ing an ever more complex system, each 
with different and often competing 
trade concessions, decided upon and 
administered under independent trea¬ 
ties and with no effective co-ordination. 

m 

THE E E C ’s REAL THREAT 

But underlying the prickliness of the 
Americans and others is a realisation 
that the EEC, which today is just a net¬ 
work of unsolicited and commercially 
limited agreements, could in the future 


develop into a zone of major economic 
and thus political influence; 

A Community with four or five more 
members, , all from the north and all 
relatively prosperous. Will be better 
placed to offer far more in terms of both 
markets and economic aid to its poorer 
southern neighbours. 

A Europe which was moving even 
cautiously towards a common political 
presence would see the Mediterranean 
area as the most obvious testing-ground. 
The idea of a Marshall-Plan type of 
approach to foe Middle East problem, 
offering economic aid on a large scale 
on condition there was co-operation in 
using it between the Arab states and 
Israel, may seem like pipe-dreaming, 
but it has gone the rounds. 

U.S. Attitude 

Meanwhile, awareness of these pros¬ 
pects is of course only one element in 
determining US attitudes to Com¬ 
munity enlargement, with those con¬ 
cerned at the prospect of a super-power¬ 
ful trading partner and competitor ba¬ 
lanced by those who maintain the tradi¬ 
tional US line of welcoming any move 
towards European political unification. 

Less linked with enlargement pros¬ 
pects is the clash of views between the 
EEC and the US over the various plans 
for promoting the exports of less de¬ 
veloped countries. 

The USA was dissatisfied at the 
maintenance, in the renewed Yaounde 
Convention signed last summer between 
the Community and its eighteen mainly 
African partners, of “reverse pre- 
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forences,” These give the exports of the 
Community advantages over those of 
the USA and others Wn the markets of 
tile associates. The American view was 
that it could not reasonably be expected 
to take active steps to favour countries 
which were positively discriminating 
against it. 

The steps in question were those 
agreed in principle at the UN World 
Trade Conference (UNCTAD): “reverse 
preferences” of another kind, discrimi¬ 
nating against the products of other 
industrialised countries in order to help 
the developing countries. This would 
cover industrial and semi-manufactured 
goods (Chapters 25-99 of the Brussels 
Nomenclature). While both the Com¬ 
munity and the USA now accept the 
principle they differ on its application, 
and on guarantees against excessive 
imports. The USA wants quotas (on 
petroleum, textiles and shoes) and a 
safeguard clause allowing duties to be 
reimposed. The Community favours 
simply a ceiling, set at twice the present 
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level of EEC imports of any given pro¬ 
ducts; if the ceiling were reached and a 
tariff reimposed, it would have to be 
reconsidered at the , end of the year. 
For the moment, the whole dispute re¬ 
mains theoretical, but it reflects once 
again the tense, competitive nature of 
ECC-US relations at the present time. 

Sources and Acknowledgements: This 
is the second of four articles 
reporting in depth on the profound 
changes taking place in the EEC. The 
first appeared last week. These arti¬ 
cles summarise, by special arrangement, 
an exclusive report in the May issue of 
European Trends, published quarterly 
to subscribers only by the “Economist” 
intelligence Unit, 27 St. James’s Place, 
London, SW1., but the EIU is res¬ 
ponsible neither for the emphasis of 
my summary nor for my comments 
based on a variety of sources. 

Next week’s article will report on 
the. prospects of monetary integration 
in the EEC. 


Worsening Terms of Aid 

H- R. VOHRA 


WASHINGTON : 

The overall terms of aid, let us face 
it, are worsening despite the improve¬ 
ment in the terms of some of the do¬ 
nors. This is also the conclusion of 
Charles R. Frank of Princeton Uni¬ 
versity who has made a study of the 
subject. 

The importance of the study lies 
in the basic fear that the heavy but 
necessary borrowing by less developed 
countries (LDCs) is putting a great 
strain on their resources. It may reach 
crisis proportions if the current trends 
continue. 

Breaking Point 

The breaking point would be reached 
when the return flow of foreign exchange 
in repayment of loans exceeds the gross 
lending by the rich countries; (RCs). If 
this is permitted to happen the develop¬ 
ment achieved in the past 25 years would 
grind to a halt. 

Some idea of the magnitude of the 
problem can be had from these figures: 
The medium and long-term external 
debt of 91 LDCs increased at an actual 
rate of 14 per cent between 1960 and 
1968. Their debt service payments 
(including interest and amortization) 
rose at about 15-7 per cent per annum 
between 1956 and 1967. 

The World Bank has calculated that 
the total amount of medium and long¬ 


term debt outstanding for LDCs stood 
at 145 billion in 1967. Their debt ser¬ 
vice payments reached $4.00 billion. 
These figures are exclusive of those 
private debt obligations uncovered by 
government guarantees and short-term 
IMF loans. The secretariat of the 
UNCTAD thinks that repayment of 
these two categories of loan could addi¬ 
tionally amount to two billion dollars 
per year. 

Debt Servlceing 

The debt service payments of the 
LDCs threatens to grow in the coming 
years as the grace period for loans ends 
and because the average terms of new 
loans has become harder. 

There has beat much general con¬ 
cern at the worsening burden of aid. 
The DAC discussions beginning in 1964 
on this very subject culminated in 
this recommendation: 70 per cent or 
more of the aid should be in the form 
of grants and alternatively, 82 per cent 
of aid should be in grants or loans with 
repayment periods of 25 years or 
more. There was to he & weighted 
average grace period of 6.4 years. 

In 1969 the recommendation was 
changed in tile interest ©f simplicity. 
The new criteria were to provide at 
least 85 per cent of the official develop¬ 
ment assistance, in such a way that each 
transaction h?d a grunt dement of 61 
per cent. Otherwie, A donor was to 
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ensure that 85 percent of the assistance 
had a grant dement of 85 per cent-. m 

Despite all these urging*, rajn&shea- 
ted by the backonings of the UN and 
UNCTAD in favour 1 of softening loans, 
the trend has continued to follow the 
opposite course. This has been due 
to a variety of reasons, the most im¬ 
portant being the change in the quality 
of US loans which still form a large 
proportion of the total flow of capital 
from RCs to LDCs. 

The terms of US development lending 
has . become progressively less liberaL 
Between 1958. and 1961; total lending 
was two billion dollar*. No less than 
80 per cent of it was repayable in local 
currency. The Foreign Assistance Act 
of 1961 made a radical change. Most 
development loans became repayable 
in dollars. 

Grace Period Rates 

Since then interest rates have also 
risen. In 1961 the grace period interest 
rate as well as the interest rate to ma¬ 
turity was as low as 3/4 per cent. In 
1968 the grace period interest rate was 
raised to 2 per cent and the maturity 
rate to 3 per cent. Likewise, the terms 
of PL 480 have hardened. The down 
payments for sales have increased be¬ 
sides the local currency cost of food. 
Since 1967, loan proceeds of PL 480 
have been converted gradually from 
local currency repayments to dollar 
repayments. By the next year, all sales 
will be in dollars. 

The cost of aid has also increased 
through the expanded lending of Ex¬ 
port-Import Bank. Between 1962-63 and 
1967-68, its share of lending rose from 
7.5 per cent to about 23.4 per cent and 
and it is all on commercial basis. Its 
interest rate lately has been 6 per cent. 
It was 51 per cent in 1964. 

These changes have reduced the pro¬ 
portion of US net giants from 81 per 
cent in 1961 to 59 per cent in 1967. 
Since then the proportion has further 
declined. 

The terms of other bilateral donors 
have somewhat softened since 1964. 
Four countries, Canada, Denmark, 
the UK and Sweden, now give interest 
free loans. Their sacrifice, however, has 
been offaet by the increasing impor¬ 
tance of the relatively hard lenders in 
the general flow of capital. W. Germany, 
Japan, Austria and Italy have doubled 
their share of gross bilateral assistance 
from 11 per cent to 19 per cent. There 
is aho the costly tendency to tie aid to 
donor countries, following the US 
example. ■ 1 

In the, spiralling cost p multilateral 
agencies fame 
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Bank terms are hard and are getting 
harder. This is to be attributed to the 
growing tightening of the world money 
markets. The World Bank lending rate 
rose from 4 per cent in 1963 to 7.75 per 
cent in December 1967. Rates on loans 
by the European Investment Bank and 
the Asian Development Bank follow 
the same pattern. 

Their share of lending has also risen. 
Thus between 1960 and 1967, disburse¬ 
ments by multilateral agencies rose from 
$354 million to <810 million which is 
about 10 per cent of the total of gross 
official flows. The proportion will soon 
increase further as World Bank’s plan¬ 
ned leading grows. 

Until recently, loans by multilateral 
agencies were free. This rule too is 
being breached. Recently, US subs¬ 
criptions to IDA, World Bank’s soft 
loan affiliate, has been tied to procure¬ 
ment from the US. Private capital 
which accounts for more than one-third 
of total net flows of capital from de¬ 
veloped to developing countries comes 
in short-term export credits on an in¬ 
creasing scale as against direct invest¬ 
ments and long-term commitments. 
And these are on even harder terms 
than official credits. 

Rising Rates 

The World Bank has worked out that 
average interest rates on officially 
guaranteed loans are about 6 per cent 
and on non-guaranteed loans about 8 
per cent. And both are rising. The 
combined affect of all these changes, 
up and down, has brought about a signi¬ 
ficant hardening of the terms of foreign 
assistance. 

This being the case, Mr Charles 
Frank, through a variety of projections 
and indicators, makes the overall 
assessment that debt servicing difficulties 
are “likely to be quite severe over the 
next decade or so.” He assumes that 
many of the factors winch caused debt¬ 
servicing problems in the past will 
continue to operate in the future. 

There are two possible mitigating 
circumstances. First, a number of aid 
recepients may pome to be serviced by 
consortia of aid-giving countries and 
they, as in the case of India, would take 
into account the debt service burden 
factor when, setting aid levels. Second¬ 
ly, they may try to foresee the coming 
burden and adopt their aid giving poli¬ 
cies to a predictable situation. 

None of .these developments is a 
certainty, .The- situation can, in fttct. 
worsen. 

“On balance,” concludes Mr Frank, 
“the prospect* fdnwSriottS debt servicing 
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difficulties implicit in the analysis here 
err on the side of underplaying the 
dangers and difficulties ahead.” He 
thinks that there will be many reschedul¬ 
ing of debts. Most aid receiving count¬ 
ries will find it difficult to solve their 
debts service problems with temporary 
measures. They will be in the same boat 
as India, Turkey and Indonesia whose 
rescheduling, incidentally was backed 
by the World Bank. They also used the 
IMF standby credits. 

The debt service deferment in the last 
decade has amounted to about $3 
billion. The countries which have sought 
and obtained this form of assistance 
include Argentina, Turkey, Brazil, 
Chile, Ghana, Peru and India. The 
shortness of the moratoriums pro¬ 
bably shows reluctance to change in 
established formulae and also, 
probably, a donor’s preference for re¬ 
peated rescheduling” to maintain cont¬ 
rol of a debtor country’s economic po¬ 
licies. 

\ 

A rescheduling is no permanent solu¬ 
tion. What then is to be done? A 
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lasting solution would seem to involve 
greater aid of softer loans and this can 
only happen by a massive infusion of 
funds into the soft loan agencies. 

The second solution which suggests 
itself is an interest subsidy scheme. 
A government could raise funds for aid 
in the open money market and then use 
government funds to subsidize the 
interest rate. This method has the 
advantage that it requires smaller 
amounts of budgetary funds to soften 
the aid than direct loans. 

The proposal is not very different from 
a suggestion made at UNCTAD I. 
The proposal assumed that IDA funds 
would be raised by bond issues which 
would be lent to LDCs at one per cent 
interest. The differential between the 
price of borrowing and lending was to 
be made good by the donor countries 
through budgetary contributions. 

One way to assure such a subsidy 
would be for donors to pledge a por¬ 
tion of their interest receipts on bilateral 
loans to an interest equalization fund 
within IDA. 


RECORDS AND STATISTICS 
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The ruling Congress party missed a 
fine opportunity to establish a healthy 
convention when its local leaders failed 
to react constructively to objections 
raised to the holding of a public meet¬ 
ing at Chandni Chowk on June 22. 
The fact that this meeting was address¬ 
ed by the Prime Minister, who was 
expected to (and who did) mount an 
attack on organisations held by her to 
be guilty of promoting communalism, 
imparted, no doubt, a controversial 
character to those objections, but this 
did not detract from the essential truth 
that the holding of mass meetings in 
crowded residential and shopping loca¬ 
lities was not in the public interest. 
Even normally, such areas should not 
be subjected to such needless strain. 
Now, when political tempers are run¬ 
ning high, there is always a risk of such 
meetings being marred by incidents 
which could very well develop into a 
serious threat to law and order and 
even result in the destruction of life 
or property due to mob violence or 
police action. Had the organisers agreed 
to shift the venue to a more suitable 
place of which there is no shortage in 
the capital, it would have become pos¬ 
sible for a convention to be promoted 
among political parlies to the effect 
that public meetings were not to be 
held by them in crowded residential 
or shopping areas. Such an under¬ 
standing would have been a distinct 
gain for the people's peace. 

As it is, th$ public meeting addressed 
by the Prime Minister in Chandni 
Chowk was followed within a week by 
another public meeting—held this time 
in Connaught Place—which was ad¬ 
dressed by Mr Balraj Madhok, the 
Jan Sangh leader, who was on his way 
to the police station to surrender him¬ 
self to a bailable warrant issued against 
him for having made sometime ago a 
speech alleged to be of a nature calcu¬ 
lated to incite communal hatred. Sub¬ 
sequent to this, an order under Section 
144 of the Cr. P.C., was promulgated 
banning public meetings, shouting of 
slogans, processions or demonstrations 
in the Connaught Place area. 


It i $ possible to dispute the wisdom 
of the oxder passed by the District 
Magistrate, Delhi (under Section 144 
of the Cr,ftC) prohibiting the holding 
of physical drill ih public places, even 
if one is in ftijtl sympathy with the 


objective of curbing activities of com¬ 
munal organisations, which is stated 
to be the purpose of this ban. In a 
country where no organised military 
training is imparted to the people and 
where Defence has been entrusted to a 
professional army, it is a matter of 
some importance to national security 
that ordinary men and women should 
have access to physical training faci¬ 
lities at least up to the point of effective 
self-defence. Training facilities of this 
kind provided on an official or semi¬ 
official basis are not only inadequate 
but are also limited to small sections 
of people such as school or college 
students. 

Military developments in recent 
yeaBs have shown that it is the people 
as a whole who must make itself res¬ 
ponsible for national security, whether 
against internal subversion or against 
foreign aggression. He would indeed 
be a rash man who would assert that 
our country and our people could be 
complacent about possibilities of 
such threats to national existence. In 
the circumstances a blanket ban on 
group activities relating to physical 
training of the civilian population might 
dangerously emasculate the nation and 
leave it defenceless and helpless against 
enemies, whether internal or external. 
It is one thing to identify in law orga¬ 
nisations which could be convicted of 
indulging in objectionable activities of a 
military or para-military nature and 
then impose legal restrictions on them 
and another thing to prevent civilians 
as such from organising group acti¬ 
vities in the form of physical drill in 
public places. The prohibition, it is 
true, relates only to the use of public 
places for the purpose mentioned, but 
is it such a good idea to compel physical 
training activities to be organized and 
carried out in a cloak-and-dagger at¬ 
mosphere rather than in full view of 
the public? 


The Life Insurance Corporation has 
put up its interest charges on certain 
categories of its loans and otherwise 
stiffened its lending terms. The nation¬ 
alised banks have been directed by the 
Reserve Bank to put up their rates on 
advances. Even the central government 
cannot possibly plead 'that these deci¬ 
sions represent any logical attempt to 
rationalise the price Of money in a 
capital-short economy. Such a'conten¬ 


tion would be untrue on the face of it, 
given the basic directions of the go¬ 
vernment’s policies in dispensing bank 
credit or employing LIC funds. What 
is actually happening is that expendi¬ 
tures are going up both in the LIC 
and the banking system partly because 
the authorities find it politically diffi¬ 
cult, if not politically advantageous 
to give in to employees’ demands for 
higher wages. The nationalised banks 
and the LIC have recently made 
themselves parties to wage settlements 
which are calculated to make nonsense 
of the economic working of these insti¬ 
tutions. These increases in emoluments 
are not justified by any business criteria 
and, moreover, are not only not linked 
to productivity, but are completely 
unrelated to any realistic expectations 
of improved efficiency of the staff. 
The Government of India has always 
been following the line of least resis¬ 
tance in dealing with wage claims of its 
employees whether in its secretariat or 
in its commercial establishments. This 
process is inevitably being extended to 
nationalised undertakings. Thus new 
vested interests are being created, even 
as brave slogans are raised in favour 
of the abolition of all vested interests. 


The World Bank has so far made 
eight loans to the Industrial Credit 
and Investment Corporation of India 
Limited (ICICI) and the total funds 
thus obtained by the latter amount 
nearly to $ 200 million over a period of 
15 years. As against this, ICICI has 
sanctioned financial assistance which is 
the equivalent of $ 360 million in all 
as at the end of 1969. These disburse¬ 
ments have benefited 794 projects 
sponsored by 536 client enterprises. A 
substantial proportion, that is more 
than 25 per cent of these projects, are 
new enterprises. ICICI's provision 
of productive industrial capital to the 
priority areas of our industry is spread 
over chemicals and chemical products, 
ferrous metal products, machinery 
manufactured and electrical equipment. 
A particularly attractive feature of 
ICICI credit is that it includes a valua-. 
blc element of foreign exchange and it 
is worth noting that, in theyear 1969, 
foreign currency lending amounted to 
over half of the total of about $ 44 
million equivalent committed by the 
corporation to industrial firms. 

V.B* 
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U.S. LOAN 

An agreement providing for a United 
Stales loan of $160 million (Rs 120 
crores) to finance a wide range of 
requirements of Indian industry and 
agriculture was concluded recently. The 
range of commodities eligible for financ¬ 
ing in the latest loan is broader than in 
the recent past. This should provide 
greater flexibility in the use of the loan. 
The loan provides financing for the 
import of fertilizers; pesticides; raw 
materials for the chemical, pharmaceu¬ 
tical, engineering, and other industries 
and spare parts for industrial equip¬ 
ment. Also included are spare parts 
and components for diesel locomotives, 
which are now manufactured in India in 
large numbers. Other items of interest- 
arc copper, aluminium, steel, newsprint, 
petroleum additives and commercial 
refrigerant components. In view of the 
current shortage of edible oils, provi¬ 
sion has been made for the import of 
tallow required by the soap industry. 
This is the twelfth non-project loan 
extended by the US Agency for Inter¬ 
national Development to India since 
1962. This loan brings the total of 
USAID development loans authorized 
for India during the current US fiscal 
year to $195 million (Rs 146.25 crores). 

DELEGATION FROM ZAMBIA 

The three-member delegation from 
Zambia led by H. E. Mr Mulemba, 
Minister of Trade and Industry of the 
Zambian Republic, held discussions 
in New Delhi recently with the 
Ministry of Foreign Trade. At the 
meetings the two ministers are under¬ 
stood to have expressed identical views 
in regard to the prospects of increased 
trade exchanges between their countries 
and the immense scope for setting up 
joint ventures in Zambia. Mr Mulemba 
is understood to have indicated that his 
country was now pursuing actively the 
policy of diversification of imports 
with a view to lessening their depen¬ 
dence on South Africa and Rhodesia. 

In this context, he felt that there was 
considerable scope for his country im¬ 
porting from India v a variety' of manu¬ 
factured goods. 

PAPER MAKERS MEET 

The Indian Paper Makers Associa¬ 
tion’s Seminar on Requirements for 
Expansion was held recently in New 
Delhi. Mr T. Swaminathan, Secretary, 
Ministry of Industrial Development, 
speaking on the occasion stated that the 
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demand for paper was growing expo¬ 
nentially and the industry should gear 
itself for its expansion. Summing up the 
proceedings of the Seminar, Mr R. K. 
Seth, Chairman of the IPMA, recom¬ 
mended that an adequate rate of return 
should be 16 per cent which is the same 
as recommended by the Tariff Com¬ 
mission in 1959, modified to incorporate 
the enhanced interest rates. The role of 
the small units was to be a positive one 
and the seminar recommended setting 
up of a giant pulp complex in either the 
joint or the public sector. 

INDO-SUDAN TRADE 

Trade talks between Sudan and this 
country were concluded recently with 
an exchange of letters, which envisage 
an increase of 121 per cent in the trade 
between the two countries for the next 
year—-July 1970 to June 1971. 

The letters were exchanged between 
H. E. Sayed Osman Abdalla Medani, 
Permanent Under Secretary, Ministry 
of Economy and Foreign Trade and 
leader of the Sudanese delegation and 
Mr L. N. Rangarajan, Director, 
Ministry of Foreign Trade and leader 
of the Indian delegation, on behalf of 
their respective governments. The total 
trade between the two countries dur¬ 
ing the next year is projected at a level 
of Rs 60.66 crores as compared to Rs 
54.00 crores during the current year. 
This country will export to Sudan tea, 
jute goods, cotton textiles, lentils, spices 
and essential oils, engineering and trans¬ 
port equipment, chemicals and plastics, 
and other non-traditional items and will 
import cotton and gum arabic from 
Sudan. The quantity of long staple 
cotton proposed to be imported during 
the next trade plan year would be a 
little over two lakh bales. The trade 
plan envisages, for the first time, im¬ 
port of raw hides and skins, fi om Sudan. 
The two delegations have also agreed to 
promote co-operation in improving 
shipping between the two countries. 
They have also agreed that close co¬ 
operation should be established between 
the State Trading Corporation of India 
and the newly created State Trading 
Corporation of Sudan. In another set 
of letters exchanged today the two 
countries have agreed to* promote 
India’s participation in development 
projects in Sudan. 

VANASPATI PRICES RAISED 

Prices of vanaspati have beert increas¬ 
ed by 50 paise per kg. in all zones from 
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June 23, 1970. The revised; prices, Awe 
been notified by the government under 
Vegetable (XI Products Control Girder, 

The maximum retail prices of vanas¬ 
pati in the different pack sizes and 
when sold loose, exclusive of sales tax 
and other local taxes is as under: 


Zone 

16.5 

Kgs. 

4.0 

Kgs. 

2 0 
Kgs. 

Loose 

£ 

North 

96.65 

25.27 

13.14 

5.86 

South 

96.40 

25.21 

13.11 

5 84 

East 

97.04 

25.37 

13.13 

5.88 

West 

97.11 

25.38 

13.19 

5.89 


SUPPORT PRICES FOR CEREALS 

The union government has accepted 
the recommendations of the Agricultu¬ 
ral Prices Commission in regard to the 
minimum support prices for Kharif 
cereals for 1970-71 season, (i) Mini¬ 
mum support price for standard variety 
of paddy will be Rs 46 per quintal. 
The minimum support price for other 
varieties will be fixed by state govern¬ 
ments in consultation with the central 
government after taking into account 
the qualitative differentials, (it) Mini¬ 
mum support prices for jowar, bajra, 
maize and ragi will be Rs 45 per quin¬ 
tal. The government will make effective 
arrangements for the purchase of these 
grains at the minimum support prices. 

TV SET MANUFACTURE 

The union government has decided 
to invite applications from prospective 
manufacturers of TV sets to meet future 
requirements. TV stations are proposed 
to be opened in Bombay, Poona, Cal¬ 
cutta, Madras, Lucknow, Kanpur and 
Srinagar during the fourth Plan period. 
At present only one TV station is func¬ 
tioning, in Delhi. Two firms in the orga¬ 
nised sector, JK Television and Telerad, 
have been licensed for capacity of 
10,000 TV sets each per annum. Another 
two consortia of small-scale firms have 
also been allowed to take up manufac¬ 
ture of 5,000 sets each. Prospective 
manufacturers of TV sets are required 
to apply before August 15 to the 
Department of Industrial Development 
(Central Licensing Policy Section) and 
to Development Commissioner of Smell 
Scale Industries, with a copy to Secre¬ 
tary, Department of Defence Supplies. 

FIRE FIGHTING HOSES 

The government has had under con¬ 
sideration for some time the question 
of creating additional capacity for the 
manufacture of fire fighting hoses, 
namely, R.R.L. hoses, un-lmed flax 
hoses and controlled percolation hoses. 

It has now been decided that it would 
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be neee$|ary to licence additional capa¬ 
city so as to cater to the demand that is 
likely to develop by 1973-74. Applica¬ 
tions in the prescribed form from entre¬ 
preneurs intending to enter into the 
field of manufacturing fire fighting 
hoses, mentioned above, have been 
invited so as to reach at the Ministry 
of Industrial Development by July 15, 
1970. 

SUGAR PRODUCTION 

The all-India final estimate of sugar 
production for the crushing season 
1969-70 for the sugar produced directly 
from sugarcane in vacuum pan factories 
is placed at around 4.3 million tonnes 
as against an actual production of 3.56 
million tonnes during 1968-69 (October- 
Sepiember). This shows that the pro¬ 
duction of sugar during 1969-70 is likely 
to increase by about 740,000 tonnes or 
by 20.8 per cent over the actual produc¬ 
tion during the previous season. 

CORPORATE SECTOR’S WORKING 

The government has set up a Research 
Programme Committee in the Depart¬ 
ment of Company Affairs, to advise the 
Ministry of Industrial Development, 
Internal Trade & Company Affairs on 
matters connected with economic poli¬ 
cies bearing on industrial development, 
with particular reference to the opera¬ 
tion of the corporate sector in the coun¬ 
try. The committee will, among other 
things, assist in conducting suitable re- 
research studies in the Department of 
Company Affairs and in the prepara¬ 
tion of research studies to be taken up 
either in the department or by the mem¬ 
bers themselves. The committee will be 
headed by the Secretary, Department of 
Company Affairs, Mr R. Prasad, and 
will have 13 other members. It will have 
a term of two years and its head¬ 
quarters will be in New Delhi. 

BOMBAY AIRPORT FOR JUMBOS 

A sum of Rs 4 crores has been sanc¬ 
tioned for various works at Bombay 
airport to equip it for the operational 
requirements of Air India’s Boeing 747, 
Jumbo jets and provide necessary faci¬ 
lities at the terminal for clearance of the 
passengers and their baggage. The works 
tyill be completed by March 1971, when 
Air India receives its first Jumbo jet. The 
international airlines were also expected 
to operate their Jumbos through 
Bombay at about the same time. 

ORAL PILLS 

The union government has replac¬ 
ed the oral pill containing 100 megs of 
Oestrogen with the one containing only 
50 megs, which is safer. Authentic 
medical reports indicated that women 
using the new pill have two or three 
times less chances of blood clotting. 
Though the incidence of the thrombo- 


phelebitis was extremely rare and the 
Indian women were even less susceptible 
to it than their western counterparts, 
the government decided to take neces¬ 
sary precaution. 

FOREIGN TRADE 

Exports from this country including 
re-exports totalled Rs 127.97 crores in 
April 1970. Imports during the same 
month were of the order of Rs 142.59 
crores, leaving an adverse trade balance 
of Rs 14.62 croies. 

W. GERMAN PATENTS 

Tn 1969, the West German expendi¬ 
ture on patents, inventions, processes 
and copyrights bought from other 
countries reached an all-time peak at 
DM 1,132 million. The patents, lic¬ 
ences and inventions (ignoring the 
copyright payments) cost the Federal 
Republic of Germany DM 1,006 mil¬ 
lion; its recepits under the same heads 
were DM 406 million. It follows that 
West Germany paid DM 620 million 
(net) to other countries in respect of 
theSe facilities. Nearly half of this sum 
was paid to the IJSA. 

CARBIDE CRUCIBLES 

The Government of India has recently 
reviewed the position relating to the 
facilities currently available in this 
country for the manufacture of graphite 
crucibles and silicon carbide crucibles 
with special reference to the increasing 
requirements of such crucibles, parti¬ 
cularly of sizes larger than 100 kg. 
(in terms of melting capacity for brass) 
and all diverse shapes, the substantial 
foreign exchange expenditure incurred 
at present on their imports, the availa¬ 
bility and adequacy of indigenous 
technical Itnow-how and technology for 
their manufacture and other relative 
factors and has come to the conclusion 
that it would be necessary to augment 
the indigenous potential, as expediti¬ 
ously as possible, through establishment 
of further capacity and introduction of 
improved know-how. Foreign technical 
collaboration in this field may be re¬ 
quired. It is proposed to encourage the 
setting up of additional capacity to the 
extent of about 3,000 tonnes per an¬ 
num in this connection, having regard 
to the likely increase in demand for 
crucibles in the immediate future. 

Interested entrepreneurs including ex¬ 
isting producers of graphite and sili¬ 
con carbide crucibles as well as those 
whose applications have been rejected 
earlier by the government may now 
submit their applications to the Depart¬ 
ment of Industrial Development 
in the Ministry of Industrial Develop¬ 
ment, Internal Trade and Company 
Affairs, New Delhi, so as to reach 
it by July ,31, 1970, at the latest, with 
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complete particulars regarding the 
proposed plant capacity, location, capi¬ 
tal cost, cost of plant and equipment 
(imported and indigenous), source of 
import of plant and equipment, for¬ 
eign exchange expenditure on account 
of imported raw materials and spare 
parts, if any, and terms of foreign 
collaboration, time schedule of manu¬ 
facturing programme, etc. Applica¬ 
tions for tne manufacture of crucibles 
of sizes larger than 100 kg. (in terms of 
melting capacity for brass) and all 
diverse shape only will be entertained. 

The manufacture of these crucibles 
does not attract the provisions of the 
Industries (Development and Regula¬ 
tion) Act, etc. The department has ad¬ 
vised the applicants to furnish the 
details of their proposals according to 
the proforma prescribed for the consi¬ 
deration of proposals for overseas 
collaboration. 

SAVINGS CERTIFICATES 

The Government of India decided to 
issue, with effect from March 16, 1970, 
new series of savings certificates known 
as Seven-Year National Savings Certi¬ 
ficates (II Issue), Seven-Year National 
Savings Certificates (III Issue) and 
Seven-Year National Savings Certificates 
(IV Issue). According to a press 
note, the new certificates arc under 
print and are likely to be made 
available at post offices in about two 
months. In the meantime, preliminary 
receipts are being issued by the post 
offices in respect of applications made 
for the purchase of these new series 
of savings certificates. The receipts may 
exchanged with the certificates later on. 

PYRITE MINING 

A five-man team, led by Mr K. S. 
Ramachandran, Joint Secretary, De¬ 
partment of Mines & Metals, is visit¬ 
ing Europe from June 17, 1970, to July 
31, 1970. to study pyrite mines, bene- 
ficiation plants and sulphuric acid 
plants there. The purpose of the visit 
is to make available the experience 
gained in other countries in the exploi¬ 
tation of sulphur pyrites ore, mining 
technique and in the manufacture of 
sulphuric acid as well as in the ore 
dressing to our engineers and techni¬ 
cians. 

The first pyrite mine in India is being 
operated at Amjhore in Bihar and the 
first* pyrite-based acid plant has been 
set up at Sindri, There are plans to 
increase mining activity for production 
of pyrite ore from Amjhore and from 
the recently discovered large deposits 
of pyrite ore in Rajasthan. There is a 
proposal for setting up a fertilizer com¬ 
plex in Rajasthan based on indige¬ 
nous pyrites. > 
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LARSEN AND TOUBRO 

The Directors of Larsen and Toubro 
Ltd propose to maintain the equity 
dividend of 10 per cent for the year 
ended March 31, 1970, on increased 
capital. On account of new manu¬ 
facturing facilities which now yield 
profit, 9.46 per cent of the dividend is 
likely to be tax-free in the hands of the 
shareholders' 

The company has recorded during 
1969-70 gross profit of Rs 1.81 crores. 
After providing R$ 56.10 lakhs for 
depreciation, Rs 33 lakhs for develop¬ 
ment rebate reserve and Rs 23 lakhs for 
taxation and after adding Rs 11.81 
lakhs as surplus provision of previous 
year no longer required, the total 
amount disposable has gone up from 
Rs 69.67 lakhs to Rs 81.29 lakhs. Sales 
during the year were of the order of 
Rs 23.36 crores excluding contracting. 
A rise in turnover and profits is ex¬ 
pected for 1970-71 on account of heavy 
order bookings during recent months. 
The rise may, however, be tempered by 
the continued shortage of essential 
raw materials. The backlog of orders as 
on May 31,1970, stood at Rs 21 crores, 
the highest in the company’s history. 

CENTURY 

A bright future of the Century Spin¬ 
ning and Manufacturing Co. would be 
assured, if its projects for cement and 
pulp were implemented at an early 
date and provided no unreasonable 
controls were imposed in respect of 
rayon and tyre cord yarn. This was 
stated by Mr R. D. Birla, chairman of 
the company, in his speech read out by 
Mr S. K. Birla who presided recently 
over the annual general meeting in the 
absence of the chairman. Mr S. K. 
Birla mentioned that sales of rayon 
division during the first five months of 
the current year were better than in the 
corresponding period last year. Refer¬ 
ring to various development schemes 
which the company has undertaken, Mr 
Birla indicated that considerable pro¬ 
gress had been made in connection with 
the Rs 14-crorc cement project as the 
industry is delieensed, but applications 
for licences in connection with other 
projects were still pending with the 
government. About the one-for-one 
bonus issue which the directors had 
recommended, no sanction from the 
Controller of Capital Issues has so 
far been received. The textile division 
has considerably improved its pattern 


of production. It is now manufacturing 
more sophisticated varieties of cloth 
with 100 per cent cotton. These varieties 
were very well received in the market. 

MAH1NDRA UGINE STEEL 

Mr Harish Mahindra, Chairman, 
Mahindra (Jgine Steel Co. Ltd, reveal¬ 
ed at the annual general meeting held 
recently-that the year 1969 marked the 
first complete year of integrated ope¬ 
ration of the plant when 20,000 tons of 
finished steel was produced. Sales during 
the first five months of the current 
year have increased by 42 per cent over 
the corresponding period of the pre¬ 
vious year. An important development 
has been the increased proportion of 
alloy steel in the product-mix of the 
company. Mr Mahindra pointed out 
that the company has initiated a market 
survey for assessing the existing and 
potential demand for toot and alloy 
steel in terms of categories, grades etc. 
This would improve the pattern of ex¬ 
pansion of the company and would help 
in its increased profitability. 

Mr Mahindra suggested that the 
export of melting scrap should be 
banned immediately even if it would 
mean a marginal loss of foreign ex¬ 
change earnings. He stated that 
scrap is an important industrial raw 
material which is transformed into 
valuable finished products. There has 
been positive.disincentive for the local 
scrap dealers to service the requirement 
of indigenous industries. He added that 
there also have been news for the est¬ 
ablishment of new arc furnances cou¬ 
pled with continuous casting plants 
which arc likely to generate fresh de¬ 
mand for melting scrap. This will cause 
further deterioration in the supply of 
melting scrap. He, therefore, suggested 
that the possibility of producing substi¬ 
tutes of scrap should also be initiated 
for equiping scrap yards with such 
equipment so that the scrap generated 
within the country could be fully harn¬ 
essed for prduction of steel in Electric 
furnaces. 

TRAVANCORE RAYONS 

Mr A. R. Ramanathan, Chairman, 
Travancore Ra>jpns Ltd, stated at the 
annual general meeting held recently 
that the company recorded a consi¬ 
derable success during 1969 when its 
net profit amounted to Rs 73 lakhs 
after providing for depreciation, bonus 
to employees and gratuity. He indicated 
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that equity dividend at the rate of 15 
per cent has been proposed. He pointed 
out that (he production of rayon yarn 
and cellulose increased substantially 
in spite of delay in the arrival of'im¬ 
ported pulp and chemicals. The supply 
position of cotton linter has, however, 
become difficult and the prices have 
been increasing and it has- become 
uneconomical to use this raw material, 
he added. In view of the fact that cotton 
crop this year has been comparatively 
poor, the supply of cotton linter is 
likely to remain unsatisfactory. 

Mr Ramanathan pointed out that 
cellulose film machine of the company 
has been ready for commissioning since 
October, 1969, but had to remain idle for 
want of co-operation from the labour. 
Now that an agreement has been reach¬ 
ed with labour and the new machine 
has been started, the working results of 
the company from the current year 
are likely to improve considerably. The 
pulp plant expansion and the moisture- 
proof plant modification for producing 
new and improved variety of coated 
film are expected to be completed by 
the third quarter of this year. The 
chairman added that some new pro¬ 
jects and diversification schemes to 
balance the possible decline in profits 
in other areas arc also proposed so 
that continuous progress and buoyancy 
is ensured for the company. Mr Rama¬ 
nathan pointed out that in March, 
1971, the company will have completed 
25 years of useful service and the Silver 
Jubilee is likely to be celebrated in a 
suitable manner for which necessary 
steps are being taken. 

PHALTAN SUGAR 

Phaltan Sugar’s crushing during the 
current season was a record at 248,000 
tonnes of sugar cane producing 258,816 
bags of sugar with a recovery of 10.39 
per cent. This compares favourably 
with a crushing of 201,000 tonnes of 
sugar cane producing 230,000 bags of 
sugar with a recovery of 11.43 per cent 
in the last season. Because of un¬ 
certain prospects of the sugar industry, 
the company has commenced a diversi¬ 
fication programme. The company has 
already taken over Havero Industries 
Ltd which is engaged in the manufac¬ 
ture of dry cell batteries, as a 100 per 
cent subsidiary of the company. It 
has a capacity to produce 12 million 
cells. The plant can go up to 25 million 
cells. It is proposed to expand the capa¬ 
city further to 60 million cells. The 
country ? s demand for dry cell batteries 
is estimated at 600 million which is 
expected to go up to 1,000 million in the 
next five years. The outlook for this 
division is considered bright. The 
company is also going to set up a joint 
venture for cane cultivation of 20,000 
acres h Malaysia. The company has 
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been appointed by the state government 
of Negri Sembilan, Malaysia, to pre¬ 
pare a project report on sugar produc¬ 
tion and sugar cane plantation. On 
the acceptance of this report the com¬ 
pany will further discuss toe possibilities 
of a joint venture. This might mean an 
investment of Rs SO lakhs by way of 
plant and equipment. As against this 
the company hopes to eam by way of 
consultancy services Rs 30 to 40 lakhs. 

CUREWELL 

Curewell (India) Ltd will enter the 
capital market on July 19, 1970, with 
an issue'of Rs 16.03 lakhs made up 
of 70,250 equity shares of Rs 10 each 
and 9,000 (9.5 per cent) redeemable 
cumulative preference shares of Rs 100 
each for cash at par (free of company’s 
tax but subject to deduction of taxes at 
source at the prescribed rates). The issue 
will close on July 16, 1970, or earlier at 
the discretion of the directors but not 
before July 9, 1970. The company has 
an authorised capital of Rs 50 lakhs and 
issue subscribed and paid-up capital 
of Rs 20.48 lakhs. The entire issue has 
been underwritten. The company has 
entered into an agreement for technical 
and ‘financial collaboration with M/s 
Technoexport, Sofia, Bulgaria. The com- 

H has been given right to manu¬ 
re in this country specialised 
products, such as Gamma Globulin 
and Albumen and other by-products 
from human placenta. The plant is to 
be located at Faridabnd near Delhi at 
a cost of nearly Rs 72 lakhs. 

CHEMICALS AND FIBRES 

The working of Chemicals and Fibres 
of India Ltd for the half year ended 
March 31, 1970, was encouraging. The 
company’s sales were substantially 
higher at Rs 17.34 crores as against Rs 
9.42 crores in the same period last year. 
With the addition of sundry income 
amounting to one lakh rupees the total 
income amounted toRs 17.35 crores. 
For the full year ended September 30, 
1969, the company’s sales were of the 
order of Rs 25- 05 crores and total in¬ 
come Rs 25.05 crores. The estimated 
profit before taxation during the half 
year amounted to Rs 178 lakhs against 
Rs 158 lakhs in the same period last year 
and Rs 35S lakhs during the full year 
ended September 1969. The estimated 
provision for taxation was Rs 94 lakhs 
and Rs 154 lakhs for the full year ended 
September 30, 1969. The estimated pro¬ 
fit after tax for the half year was Rs 
84 lakhs as against Rs 201 lakhs for the 
full year «nded September 30, 1969. 
The directors attribute the increased 
sates partly to increaseed volume 
and mainly to the substantial increase 
in the excise duty imposed in the 1969 
unioh budget The increased provision 
for taxation results from the expiry of 


tax concessions applicable* to the origi¬ 
nal manufacturing plant for “Terene.” 
The company’s application for a two- 
for-five bonus issue is still pending with 
the Controller of Capital Issues. As 
the consent is expected shortly the de¬ 
claration of an interim dividend has been 
deferred. The proposed bonus issue will 
qualify for dividend for the year ended 
September 30,1970. 

FERRO ALLOYS 

Ferro Alloys Corporation Ltd the 
leading manufacturer of ferro-manga- 
nese and pioneer in large scale ferro- 
chromc production in this country 
earned a gross profit of Rs 42.82 lakhs 
in 1969 against Rs 14 42 lakhs in the 
preceding year. In addition “••'re was 
an excess of income over expenditure 
relating to the previous year amounting 
to Rs 1.14 lakhs during the year. The 
company has provided Rs 45.58 lakhs 
for depreciation and Rs 70.61 lakhs for 
development rebate for both the plants. 
Consequently, the working results for 
1969 shows a loss of Rs 72.23 lakhs. 
Total reserves and surplus now stand 
at Rs 204.39 lakhs, including general 
reserves of Rs 66 50 lakhs. On account 
of initial teething troubles, the ferro- 
chrome plant has operated at 30 per 
cent of its production capacity. Pro¬ 
duction of ferro-manganese has been 
normal and satisfactory. The total 
turnover in 1969 was Rs 521.42 lakhs 
as against Rs 319.02 lakhs in 1968; 
exports accounted for Rs 250.37 lakhs. 
The company has started exports of 
its ferro-chrome products also and sales 
are expected to increase further in the 
current year. 

VICTORIA MILLS 

Mr Madanmohan Mangaldas, Chair¬ 
man of the Victoria Mills Ltd, told the 
shareholders at the annual general meet¬ 
ing of the company in Bombay that 
despite the rising costs of raw materials, 
wages etc. the company’s performance 
in the first six months had been satis¬ 
factory. Sales up to the end of May 
amounted to Rs 1.92 crores against 
Rs 1.81 crores in the same period last 
year. Barring unforeseen circumstances 
the company hoped to do better than 
last year. The target of sales for the 
current year is Rs 4.5 crores. The com¬ 
pany also hopes to maintain the divi¬ 
dend for the current year. The com¬ 
pany is going ahead with the programme 
of modernisation and rationalistion. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to seven 
companies to raise capital of over Rs 
3.09 crores Five of them are to issue 
bonus shares totalling over Rs 1.44 
crores and the amount of bonus shares 
ranges between Rs 35,000 and Rs. 


99,60,210. The consents are valid for 
twelve months. The following arc the 
details: 

Teksons Private Ltd, Bombay, has 
been granted consent to capitalise Rs 
6.4 lakhs out of its general reserves 
and issue fully paid equity shares of 
Rs 1000 each as bonus shares in the 
ratio of one bonus share for every five 
equity shares held. 

The Marketing Research Corporation 
of India Ltd, New Delhi, has been given 
consent to capitalise Rs 35,000 out 
of its general reserves and issue fully 
paid equity shares of Rs 100 each as 
bonus shares in the ratio of one bonus 
share for every three equity shares 
held. 

The Britannia Biscuits Co. Ltd, Bom¬ 
bay. has been given consent to capitalise 
Rs 99,60,210 out of its general reserves 
and issue fully paid equity shares of 
Rs 10 each as bonus shares in the ratio 
of three bonus shares for every five 
equity shares held. 

Pharmpak Private Ltd, Bombay, 

has been accorded consent to captialise 
Rs 60,000 out of its general reserves 
and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of one bonus share for 
every equity share held. 

Standard Pharmaceutifeals Ltd, Cal¬ 
cutta, has been given consent to capi¬ 
talise Rs 38,39,630 out of its general 
reserves and issue fully paid equity 
shares of Rs 10 each as bonus shares in 
the ratio of one share for every equity 
share of Rs 10 each and one share for 
every deferred share of Re one each. 

The Indian Manufacturing Co. Ltd, 
Bombay, (changed to Hindoostan Spg. 
& Wvg. Mills Ltd) has been accorded 
consent to issue further capital of Rs 
88.80 lakhs divided into-30,720 equity 
shares of Rs 250 each and 4,800 seven 
per cent redeemable cumulative pre¬ 
ference shares of Rs 250 each to be 
issued at par, in terms of the scheme 
of amalgamation approved by the 
High Court of Judicature, Bombay 
on March 13, 1970. 

Bagalkot Cement Co. Ltd, Bombay, 

has communicated to government of 
its proposal to issue capital of Rs 75 
lakhs, under clause 5 of the Capital 
Issues (Exemption) Order, 1969, divid¬ 
ed into 7,500 first mortgage debentures 
of Rs 1000 each carrying interest at 
7.3/7.4 per cent per annum, to be pled¬ 
ged with banks/financial institutions as 
security for loans to be advanced by 
them. The debentures shall be payable 
to registered holders only and the pro¬ 
ceeds of the issue are to be utilised for 
financing expansion of the company* 
cement works at Bagalkot. 
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INDO-BURMA PETROLEUM RECORDS 
HIGHEST SALES 

Chairman's Speech 

Following is the text of a speech delivered by Shri Kamaljit Singh, 
Chairman Indo-Bnrma Petroleum Company Ltd., at the 62nd Annual 
General Meeting held in Calcutta on 23rd June, 1970. 



Shri Kamaljit Singh 


Gentlemen, 

I have great pleasure in addressing 
you for the first time today. 

The Directors' Report, Balance 
Sheet and Profit and Loss Account for 
the year ended 31st December, 1969 
have been in your hands for some time 
and, with your permission, I shall take 
them as read. 

Profits before Taxation, inclusive of 
brought forward balance and nett 
transfers to and from reserves, amount 
to Rs 33,87,376 as against Rs 38,55,041 
in 1968 (and Rs 37,90,130 in 1967). 
However, your Company had larger 
operating profits during 1969 than in 
the previous two years; but unlike in 
1967 when Rs 5 lacs was trasferred 
from the Dividend Equalisation Reserve 
and unlike in 1968 when a large amount 
of Unclaimed Dividends was forfeited, 
large transfers were not made this year, 
and the dividend is proposed only out 
of the current year’s profits. It is for this 
reason that your Directors have recom¬ 
mended a reduction in the dividend 
for 1969 to 12i% as against 15% in the 
previous years. As the year's earnings 
have been higher, there is also hope of 
improving our results further. 

I am glad to inform you that the 
Company registered its highest ever 
sales in India in 1969, thanks mainly to 
the additional product availability from 
the Indian Oil Corporation Ltd. You 
are already aware that the Indian Oil 
Corporation Ltd acquired a majority 
share-holding in your Company on the 
12th January 1970 from Steel Brothers, 


who ceased to be the Company's 
Managing Agents from the same date. 
This association with Indian Oil Corpo¬ 
ration, the leading petroleum market¬ 
ing company in the country, should be 
of great benefit to your Company and 
I look forward to the future with hope 
and confidence. 

We have already taken measures to 
review and revise our arrangements 
with our suppliers to ensure your Com¬ 
pany's future growth. I am glad to say 
that your Company’s sales of petro¬ 
leum products in the period January/ 
May 1970 have recorded a 30% increase 
over the corresponding period of the 
previous year. Steps are under way to 
launch an ambitious programme to ex¬ 
pand our retail outlet network, to reno¬ 
vate and remodel the existing outlets, 
to train our staff and dealers in the 
latest techniques, and thus lay the foun¬ 
dation for the future growth of your 
Company. 

We also look forward to an increase 
in the activities of our Electronics 
Manufacturing Division which had 
doubled its turnover in 1969 over 1968. 
We have also initiated measures to im¬ 
prove its contribution towards profit¬ 
ability. 

The return on your Company’s sur¬ 
plus funds has been low. As an inte¬ 
rim measure arrangements have been 
made to improve this return by 21% 
by advancing a loan at a higher rate of 
interest than hitherto earned, and we 
are exploring avenues of obtaining still 
better returns in the future. The in¬ 


come from investments however con¬ 
tinues to be low, and there seems to 
be no hope in the near future of a re¬ 
turn on our investments in the Shama 
Pistons & Rings Ltd, Shama Forge Co 
Ltd, and Assam Sillimanite Ltd. Balmer 
Lawrie declared a dividend of 8% for 
1968, an Industrial Credit and Invest¬ 
ment Corporation of India maintained 
its dividend at 9 per cent. 

I regret that there has been no pro¬ 
gress in regard to the realisation of your 
Company's assets in East Pakistan and 
Burma. 

The Government of India have intro¬ 
duced a new pricing basis for petro¬ 
leum products from 1st June 1970 based 
on the recommendations of the Shanti- 
lal Shah Committee Report, This will 
mean somewhat reduced margins in 
the marketing of petroleum products 
but we hope to overcome the reduction 
in profitability on this account by in¬ 
creased sales. 

Your Company has entered into a 
new era which is full of opportunities, 
but it will require hard work and effort 
by your employees and dealers. I ,have 
no doubt that this will be forthcoming 
in full measure as it has been during 
the past year, for which I would like to 
place on record the Board's and, I am 
sure, your own sincere appreciation of 
one and all in your Company. 

(This does not purport to be a record 
of the proceedings of the Annual Gene¬ 
ral Meeting') 
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At the 73rd Annual General Meeting of the Company held on 
Friday, 26th June 1970 


Ladies and Gentlemen, 

I extend to you all a cordial welcome 
to the 73rd Annual General Meeting 
of the Company. The report and 
accounts of the company have already 
been in your hands for some time and 
you know the results. I have nothing 
much to add thereto. 

This, however, being the first Annual 
General Meeting of Shareholders since 
Messrs. Birla Gwalior Private Ltd., 
ceased to act as Managing Agents of 
the company 1 would like to recall the 
progress made by the company during 
the period the company was managed 
by them from 1-7-1959 to 30-6-1969 
and prior to that by Messrs. Birla 
Brothers Private Ltd., from 1953 to 
1959. You might be aware that the 
management of your company had 
changed in April 1951. 


The following comparative table will 
give a rough picture of the progress 
made by the company since 1951:— . 



Position 

Position 


for the 

for the 


year 

year 


ending 

ending 


31-12-51 

31-12-69 


(Rs. 

(Rs. 


in lacs) 

in lacs) 

1. Gross Profit 

92.37 

1251.13 

2. Gross Block 

224.05 

3959.79 

3. Sales 

732.65 

4838.72 

4. Exports 

. # 

180.82 

5. Capital 

109.43 

504.88 

6, Corporate taxes 33.00 

450.00 

7. Excise duties 

60.80 

809.32 

8. Salary St Wages 158.03 

9. Total amount 

809.48 

of dividend 

21.89 

141.95 

10. No. of Share¬ 
holders 

11. Market value 

1430 

14693 

of share 

Rs. 315 

Rs. 700* 


12. Dividend per share Rs.20 Rs. 40 

13. No. of employees 10077 2084S 

14. No. dT spindles 109320 137044 

15. No, of looms 2739 3074 

^Equivalent to about Rs. 2610/- after 
adjustment of bonus and rights. 

1 would leave it to our worthy 


shareholders to find out from the above 
as to how much the erstwh'lc Monag¬ 
ing Agents contributed to the progress 
of the company. It will not be out of 
place to mention that I have received 
several letters of appreciation from the 
shareholders of the company; many 
of them have personally conveyed to 
me their compliments for the perfor¬ 
mance of the erstwhile Managing 
Agents who greatly contributed to the 
progress made by the company. On 
behalf of the Board and the erstwhile 
Managing Agents of the company I 
express my sincere thanks to all such 
well-wishers and hope that the com¬ 
pany will maintain its tempo of pro¬ 
gress with the wise counsel of Shri G.D. 
Birla and Shri B.K. Birla who have 
graciously agreed, at the Board’s re¬ 
quest, to continue to give their valuable 
advice to the company in an honorary 
capacity. 

It has also been noticed that the 
maintenance of dividend for the year 
under review at the same level as last 
year, inspite of higher profits, has been 
a matter of adverse comment by some 
share-holders as is observed from press 
reports and letters which the company 
has received from some shareholders. 
In this connection, I would b'ke to say 
that this decision was taken by the 
Board after due consideration of all 
factors and particularly keeping in 
view the pending bonus issue. Further 
it may be apprecited that against a total 
distribution of Rs. 1,36,03,800 as divi¬ 
dend for 1968 it has been Rs. 1,41,95,280 
for 1969. Moreover, maintenance of 
dividend at last year’s level is, in my 
view, in the long-term interest of share¬ 
holders who are certainly bound to reap 
the fruits of this policy in future. 

Turning to the subject of the quality 
of goods manufactured by the company, 
1 am pleased to mention that the Textile 
Division has considerably improved its 
pattern of production. It is now manu¬ 
facturing more sophisticated varieties of 
doth which have been very well recei¬ 
ved in the market. It would interest you 
to know that the Textile unit is produ- 


Shri R. D. Birla 

cing cloth with 10O per cent cotton, 
without mixing any synthetic or man¬ 
made fibres,, and yet achieving the look 
and feel of woollen, terycot and raw 
silk materials. The quality of our 
Rayon and Tyrecord yarns also 
compares favourably with the quality 
of yam manufactured by the more 
advanced countries of the world. 

I would also like to mention that in 
consonance with the company’s social 
and industrial obligations, a sum of 
Rs. 24 lacs has been paid to research 
institutions, about which reference has 
been made in the Directors’ Report. 
One of these institutions is the Birla 
Institute of Technology and Science at 
Pilani. Many of you may not be aware 
of the history and activities of this insti¬ 
tute and the contribution it has made to 
research. If a sizable number of share¬ 
holders were to express their willing¬ 
ness to visit this institution to see how 
well the moneys of the company are 
being utilised, the company will be pre¬ 
pared to arrange for such a visit. The 
best time to visit Pilani would be in 
December and the trip would take about 
a week. 

I would also like to say a few words 
about the future prospects of the com¬ 
pany. The future on the whole is bright, 
if our schemes for cement and pulp are 
implemented at an early date and 
provided no unreasonable controls ai« 
imposed in respect of Rayon and Tyre- 
cord yarn. We hope that the Govern¬ 
ment will not take any step that will 
affect production as thereby exports, 
accrual of revenues to the Central 
Exchequer, employment and. the tempo; 
of expansion will all suffer a setback. 
The directors are trying their best to 
expedite the implementation of the 
various schemes. Subject to any un¬ 
foreseen circumstances, we hope that 
the workers, staff and share holders who 
all are contributing in their respective 
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ways to the progress of the company 
wiW continue tow share the “juicy” 
fruits produced by the company each 
year. If, however, cotton prices conti¬ 
nue to role, high and shortage persists, 
the Textile Section might be slightly 
affected. ■ * 

India’s economy is improving, but the 
pace can be accelerated further if the 
law and order situation in the country 
normalises and there is industrial peace. 
Bengal is the worst affected in this res¬ 
pect. It is heartening to note that there 
are signs of the Central Government 
moving in die matter to remedy the 
situation; let us hope that things will 
begin to improve. 

Production of food in the country has 
been steadily going up. Although this 
has not brought about any significant 
fall in prices, complaints about short¬ 
age of food are disappearing. It is 
hoped food production will progressively 
rise in future and imports of food will 
soon be dispensed with. Our Food 
Minister deserves to be complimented 
for this excellent performance. 

Production of consumer goods in 
the country, however, is not enough to 
meet the growing demands of the people. 
We have plenty of resources in men and 
material which need to be fully har¬ 
nessed. There are shortages in man¬ 
made fibres, cotton and oilseeds. All 
these three supply a large part of the 
vital needs of the people. It is, there¬ 
fore, hoped that Government will take 
immediate steps to remove these short¬ 
ages, if necessary by resorting to im¬ 
ports until indigenous production 
attains a level of self-sufficiency. At 
the same time, steps should be taken to 
foster the growth of indigenous produc¬ 
tion in these and other essential items. 
Chronic shortages and continuing high 
prices of daily needs have made people 
restless. 

Controls offer no solution for rising 
prices. They only aggravate scarcities 
and create more hardships. It has 
been acknowledged by eminent econo¬ 
mists of the world that larger production 
is the only remedy for shortages and 
high prices. In order to step up in¬ 
dustrial production, there should be 
adequate supplies of the basic raw ma¬ 
terials. The Government, as everyone 
knows, is already active in this matter. 
But there is an urgent need for the bene¬ 
fits of modern agricultural research and 
farm services to percolate to the level 
of the village fanner. Then alone will 
production of essential cash crops 
—which supply the basic raw material 
for industries and for the household 
needs of the people—go up. 

Democratic socialism is the country’s 
goal and ideal. This is a good objective. 


Democratic socialists n&£bs an equality 
of opportunity and a decent living 
standard for all. But how can this be 
accompalished? Not by slogans; but 
by sustained, coordinated efforts by the 
Government, private enterprise and the 
people in the direction of larger and 
ever larger production. We must en¬ 
large the size of the national cake to 
make it go round to all the people. 
Let our motto therefore be work hard 
and produce more. 

Our Prime Minister and the Minister 
for Industry know full well the value of 
production and are anxious to see rapid 
industrialisation in the country. There¬ 
fore, the climate for industries is general¬ 
ly good in all the States except in West 
Bengal. Small-scale industries are also 
now growing which are vety useful as 
feeder and ancillary industries to large 
units and more so in the engineering 
sector. But unless such units are eco¬ 
nomically viable, they will not be able to 
produce goods efficiently or at compe¬ 
titive prices. While independently they 
cannot contribute much either to domes¬ 
tic production or to exports, yet they 
are most essential as feeder to large and 
heavy industries. Large and small- 
scale industries are thus interdependent. 
They do not necessarily compete but 
play their respective roles in assisting 
each other, it therefore follows that 
larger the growth of big industries grea¬ 
ter the scope for small-scale industries. 



dWjr ' i m% tMrefore 

. cncourageboth large 0$$ uujill-icile 
industries. This alone will ensure huger 
production in in efficient and economi¬ 
cal maimr leading tohigher incomes, 
lower prices end better living standards 
for the masses in the country. 

Sometimes we find that the Govern¬ 
ment does not take steps which, in 
our view, are considered necessary for 
economic progress. It is not that they 
do not know the facts or what is re¬ 
quired to be done. Sometimes there 
may be compelling masons which hold 
up their action. We should, therefore, 
refrain from blaming the Government 
for everything that goes wrong. In 
a democracy, mistakes do occur but 
time and circumstances always set them 
right 

Before concluding, I would like to 
extend my warm and sincere thanks to 
the workers, staff and officers of the 
company without whose active coopera¬ 
tion and devoted hard work, it would 
not have been possible for the company 
to achieve these results. I hope that 
die management will continue to re¬ 
ceive their cooperation in the same 
measure in future as always in the past. 

Thank you. 

N.B.:—This does not purport to 
be a report of the proceedings of the 
Annual General Meeting. 


51 PER CENT MAHARASHTRA STATE 
DEVELOPMENT LOAN, 1982. 

ISSUE PRICE RS. 100-00 FOR EVERY RS. 100-00. 

OPEN ON WEDNESDAY, THE 15TH JULY 1970. 

The loan will be closed as soon as the total amount of Rs. 19.25 crores has been 
subscribed and in any case not later than the close of business on the 21st July 1970. 

The applications for the loan will he received at:— 

(n) the offices of the Reserve Bunk of India, Bangalore, Bombay (Fort and By- 
culla), Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Ddhi and Patna; 

(b) the branch of the State Bank of Bikaner & Jaipur at Jaipur; . 

(c) the branches of the State Bank of Hyderabad conducting Government Treasury 
work within the State of Maharashtra; 

(d) tee branches of Ac State Bank of India within tee State of Maharashtra ex¬ 
cept at Bombay and Nagpur and at places covered by Rea (c). 

Fall pardcuhw can be obtehted at any of tee offices m ent i o ne d above, 

4vp/rtm 
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Reviewed by Prof. S. S. ML DESAI 


Industrial recession in India during 
1966-67 was very peculiar in the sense 
that on the one hand the inflationary 
trends had gone on unchecked while 
the decline was being recorded in prac¬ 
tically all the branches of Indian eco¬ 
nomy. The theoretical knowledge 
which associated rising prices with 
rising production appeared to he in¬ 
adequate to explain this phenomenon. 
In his pamphlet Industrial Recession 
in India, M. R. Hazaray has made an 
attempt to analyse this phenomenon 
for the common reader. 

Main Points 

As regards the causes of the reces¬ 
sion there were three main points of 
view. First and foremost was the view 
that the recession must be traced back to 
two successive famine-like years in 
India which reduced the income of 
the agriculturists and their demand for 
various consumer and producer 
goods creating recessionary condi¬ 
tions. The second view point empha¬ 
sised the general deficiency in invest¬ 
ment and consumption demand as the 
sole reason of recession. The third 
view put the blame at the door of faulty 
perspective planning that is being 
carried on since 1951. 

After 20 years of planned economic 
development India continues to be 
mainly an agricultural country and 
rural areas'continue to provide the 
biggest market for many of our consu¬ 
mer and producer goods. The main 
reason for recession was, therefore, 
the widespread drought we had for 
successive years.Tu* rise in food 


prices forced the consumers to divert 
a large percentage of their disposable 
income to purchase of food arficlcs 
only which meant that the demand 
from rural areas for non-food articles 
declined. Decreased demand for con¬ 
sumer goods industries in turn re¬ 
duced their investment programmes, 
which reduced demand for investment 
goods industries. 

Deficiency of Investment 

The Indian Chamber of Commerce, 
Calcutta, on the other hand has come 
to the conclusion that a general defi¬ 
ciency both in investment and consum¬ 
ption demand is responsible for the 
recent recession, drought being only a 
contributory factor. The main rea¬ 
son for steady decline in demand for 
industrial goods is the ever-increasing 
cost of production, due primarily to 
excise duties ranging between 30 to 
300 per cent of the actual market 
price. At the same time a steep rise 
in personal income-tax during the last 
decade and other indirect taxes have 
diminished consumer’s purchasing 
capacity. 

Yet another explanation of the re¬ 
cent recession in India is that after 
hectically planned activities comes 
the recession perhaps as a result of 
subsidence of the first flush of 
enthusiasm. Inflation has dogged our 
economy almost as a concomitant of 
planned economic development. It 
u but natural that inflation ridden 
economy should be subjeetto recession 
some time or the other. 

It is also admitted on aRhands that 


in the course of planning, some imba¬ 
lances in the productive Capacity have 
been built up. There occurred over- 

f iroduction in these industries for a 
ong time which explains the under¬ 
utilisation of the productive capacity 
for some time. This means that fall 
in demand in several industries, es¬ 
pecially in engineering goods industries, 
must have merely aggravated the situa¬ 
tion. A moment’s reflection is enough 
to show that all these factors are not 
actually exclusive but together pro¬ 
duced recessionary trends in the In¬ 
dian economy. 

Remedial Measures 

The plausible causes of recession are 
themselves suggestive of remedial mea¬ 
sures to be adopted to fight it out. 
Improvement in agriculture, selective 
credit liberalisation and improvement 
in planning techniques seem to be the 
remedies. Such a three-pronged attack 
on recession would require both short¬ 
term and long-term considerations, 
if the Indian economy is to be insulated 
against such ‘inlUtionary recession’ 
in future. 

The bumper crop of 1968 and 1969 
undoubtedly made a good start; but 
it should be remembered that a good 
harvest by itself would hardly ease 
the situation. Appropriate measures 
should be taken to make provision of 
adequate supplies of inpftits to agri¬ 
culture. The main cure for recession 
is a steady increase in general demand 
and this can come about only if agri¬ 
cultural output goes on steadily in¬ 
creasing. 

While government is busy improving 
general economic situation, it is highly 
desirable that industrialists should 
also put their house in order. It can¬ 
not be gainsaid that during recent 
years most of our industries prospered 
in sheltered domestic markets. Now 
with slackening of domestic demand 
for their products, they must explore 
the possibilities of exports abroad by 
making efforts to reduce prices to 
internationally competitive levels and 
improving the quality of products. 
Also, in India centralised economic 
planning is identified with physical 
controls. It should be realised that 
more and more emphasis on suitable 
monetary and. physical policies can 
direct the economy more efficiently 
towards desirable objectives rather 
than detailed centralised physical con¬ 
trols. If government learns these 
lessons from the recent paradoxical 
inflation-cum-recession situation, a 

f lood lesson would have been learnt 
rom this unhappy episode in the In¬ 
dian economy. 

Industrial Recession in India is a 
clear and straightforward analysis of 
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the recent recession, the causes under¬ 
lying the phenomenon, the course it 
took and the important lessons which 
we can learn. It is written for the lay¬ 
men and it more than meets their 
needs. * 

PSYCHOLOGY OF CHANGE 

It is a good sign of the time that a 
number of detailed state-level economic 
studies are appearing in India. Eco¬ 
nomic Development of Uttar Pradesh 
by Kripa Shankar is one such. 

Uttar Pradesh is one of the important 
states in Indian union and it also ha¬ 
ppens to be one of the backward states. 
Tne per capita income in UP in 1966- 
67 at 1960-61 prices was Rs 228 as 
against Rs 313 in India. Of the 38 
poorest districts in India, UP has 22. 
It is in the field of industries that 
the backwardness of UP is most 
conspicuous. Industrial occupations 
engage only 2.8 per cent of the wor¬ 
king population as against 4.2 per 
cent in the country. UP is also back¬ 
ward in infrastructure and in educa¬ 
tional and medical facilities. There is 
only one doctor for 8320 persons in 
the state; only 2 per cent of the villages 
have a qualified doctor. More than 
one-fourth of the villages have no roads 
within five miles. About one-fourth 
of the villages are without drinking 
water facility. After twenty years of 
independence, the per capita income 
in real terms is not significantly higher 
than what it was nearly fifty years ago ! 

Land reforms occupy a key position 
in any scheme of agricultural rejuvena¬ 
tion. The Zamindari Abolition Act 
was a landmark in the history of the 
state of UP. It brought an end to the 
ruinous system of zamindari, gave se¬ 
curity of tenure to the cultivators and 
gave no right, unlike other states, to 
die ex-landlords to resume tenant’s 
holdings under the pretext of personal 
cultivation. It drastically restricted 
sub-letting and put a restriction on 
partition of holdings and future 
acquisitions. 

But all the same the Act completely 
overlooked the question of making 
any structural changes in the pattern 
of holdings. The disparity in ownership 
of holdings was glaring enough. 
The area owned by the top one per cent 
was equivalent to that held by bottom 
SO per cent of the cultivators. The 
failure on the land redistribution front 
was the greatest weakness of the land 
reform measures in UP. Also the 
Act allows share-cropping which means 
that sub-letting has been allowed by 
the back door. Nearly one-third of 
the cultivated area in UP is in posse¬ 
ssion of non-cultivating landowners. 


This is absentee landlordism in ,another 
form with all its evils. 

Also the land reform measures 
completely bypassed the question of 
putting land revenue on a scientific 
basis. The ceiling legislation has 
also failed to achieve anything worth¬ 
while, UP having virtually the highest 
ceiling limit - among all the states. 

Hie author is also critical of go¬ 
vernment’s irrigation policy. The 
irrigation policy followed by the UP 
government has been based on the 
philosophy of ‘gigantism’. The 
trouble with big irrigation projects 
such as the Sarda Canal has been that 
they have only replaced the existing 
sources of irrigation rather than sup¬ 
plementing them. The policy makers 
have now realised their mistakes and 
have recently shifted their emphasis 
from big to medium and minor sources 
of irrigation. 

The author appears to be very hope¬ 
ful about co-operative fanning in 
spite of its comparative failure in India. 
The FAO document points out that 
co-operative farming has not deve¬ 
loped in any of the countries of Asia 
and far east for the simple reason 
that small farmers are very much 
attached to their ownership rights. 

Backward Industry 

Industrially also UP is extremely 
backward. The per capita capita] 
investment in UP is one of the lowest 
among the states in India, it being 
only Rs 16 as compared to Rs 101 
in Maharashtra. Even during the 
period of the three Plans no foundation 
for a rapid industrial development of 
the state seems to have been laid and 
whatever little growth has been achi¬ 
eved in this field has not touched even 
the fringe of the problem. 

The author has made a number of 
suggestions for accelerating the eco¬ 
nomic development of UP. Economic 
development being mainly the func¬ 
tion of investment, he wants invest¬ 
ments to go up. He pleads for heavier 
taxation of agricultural incomes of 
substantial landholders. The yield of 
sale taxes can be considerably increased 
by merely stopping evasion which is 
about 80 per cent of the total tax rea¬ 
lisation. There is much scope for or¬ 
ganising saving schemes in rural areas 
where they should be made popular. 
The author also pleads that the sharing 
of divisible p6oi between the centre 
and the states be further changed in 
favour of backward states such as UP. 
He is also very critical of the state’s 
non-dcvelopmental expenditure which 
has risen from Rs 28 crores in 1931-52 
to Rs 166 crores out of the total 


expenditure ot Rs 404 crores.. The 
phenomenon of mounting arrears of 
taxes (which amounted to Rs 41 
crores in 1968-69) must also be tackled 
effectively. Working public enter¬ 
prises profitably is another matter 
which should receive immediate atten¬ 
tion. 

There is vast surplus manpower in 
rural areas. Much use can be made 
of this surplus labour for the creation 
of various rural assets. All this accor¬ 
ding to the author requires planning 
from below so that the people involved 
can offer whole-hearted participation. 
Planning in the ultimate analysis is a 
question of social dynamics. 

This regional study is extremely wel¬ 
come. But the author seems to have 
carried out the analysis only in terms 
of resources and the institutional set 
up which are hampering the economic 
progress of UP. The author has not 
referred to the most important psy¬ 
chological factor in UP that is coming 
in the way of economic progress. 
Even a casual visitor to the rural areas 
of UP or even to urban areas, at onoe 
becomes aware of the utter compla¬ 
cency of the average man in UP 
with the existing conditions. People 
even though surrounded by vast and 
varied resources will not make any 
material progress, if they do not want 
or care for progress. Changing of 
this archaic psychology of the people 
which equates poverty with virtue or 
god’s wish thus becomes the most 
important step towards economic pro¬ 
gress, all the other steps suggested by 
the author only following from this 
basic urge to progress materially. 
Without it no progress can even take 
place. If UP has remained backward, 
it is this factor more than anything 
else which is responsible for it. 
Spread of modem education can alone 
bring about this desirable psycholo¬ 
gical change. 

UP’s FINANCIAL PROBLEMS 

As seen above, after 20 years of 
independence and 16 years of economic 
planning, Uttar Pradesh remains one 
of the most backward states in India. 
During the decade 1951-61 total in¬ 
vestments in Uttar Pradesh amounted 
to Rs 724 crores which was appro¬ 
ximately 7.2 per cent of the total 
investment of Rs 10,110 crores for the 
whole country, During 1966-71 this 
proportion is likely to fall to 5.8 per 
cent as an amount of Rs 926 crores Is 
expected to be invested out of a, total 
investment of Rs 16,000 crores for 
the whole country. Thus, the pro¬ 
portion of investment in this state out 
of the total investment in India has 
been diminishing whereas the proper- 



tion of the country’s population resi¬ 
ding in this state has been more or less 
constant. The inevitable result has 
been declining per capita income in 
this state and a diminishing contri¬ 
bution of Uttar Pradesh to India’s 
national income. 

The finances of the state governments 
have undergone considerable changes 
during the post-independence period. 
Thus during 1951-52 to 1965-66 de¬ 
velopment expenditure in Uttar Pra¬ 
desh increased from R$ 26.32 crores 
to Rs 127.30 crores or by 338 per cent. 
Though the development and non¬ 
development expenditure in Uttar 
Pradesh has increased considerably, 
it should be emphasised that the per 
capita expenditure of the state on 
development and non-development 
items has been lower as compared to 
those in other states. This has resulted 
in slower progress in various impor¬ 
tant fields such as education and 
public health. 

While the expenditure of Uttar Pra¬ 
desh on revenue and capital account 
has increased rapidly, the tax revenue 
has not been increasing at the same 
rate. It increased from Rs 19.18 
crores in 1947-48 to Rs 27.41 crores 
in 1951-52 and to Rs 106 crores in 
1967-68 (budget). The Government 
of Uttar Pradesh still derives more 
than 45 per cent of its tax yield from 
land revenue, state excise, stamps and 
registration fees. This reflects the 
predominantly rural structure of the 
economy of Uttar Pradesh and also 
inability of the government to exploit 
other resources. Thus the per capita 
sales tax revenue which was only Rs 
3.27 in 1965-66 was the lowest in 
India except Jammu and Kashmir. 

Raising Resources 

The state governments have been 
following an unwise practice of taxing 
less. Uttar Pradesh thus abolished 
urban immovable property tax from 
April 1967 at the cost Rs 2 crores. 
In view of the increasing fiscal needs 
of the states there is urgent need to raise 
additional resources, particularly 
from the rural sector which has re¬ 
mained under-taxed for quite some 
time, though it has benefited consi¬ 
derably from development expendi¬ 
ture and rising agricultural prices. Dr. 
P.K. Bhargava in his book Uttar 
Pradesh's Finances Since Independence 
has analysed all those problems in 
very great detail and very convincingly. 

While analysing the tax system and 
taxation policy of UP, the author has 
made^a number of constructive sugges¬ 
tions. He opines that UP should 
abolish land revenue on land holdings 
of 2 5 acres apd below and more than 
make up this loss by imposing a gra¬ 
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duated surcharge of 50 per cent to 
250 per cent on bigger land holdings. 
This suggestion is quite feasible. But 
his suggestion to earmark the yield 
from this additional land taxation for 
expenditure on agricultural develop¬ 
ment is questionable. It would be 
dangerous to introduce the principle 
of tying yields of different taxes to 
specific purposes. As regards sales 
tax, the problem is that of evasion and 
mounting arrears. It is therefore a 
question of honest, efficient and effec¬ 
tive administrative machinery. As 
regards non-tax resources, the author 
wants the government to exploit the 
enormous forest resources. In the 
sphere of irrigation he advocates a two 
tier system of rates : 0‘) a general 
irrigation rate on a uniform basis 
payable by all cultivators who reside 
within the command area, irrespective 
of the use of water and 07) a specific 
irrigation rate on a progressive basis 
linked with the quantum of water 
used. 

Financing Irrigation 

Tliere is no doubt that such an 
arrangement would be conducive to 
the use of water and would also help 
in financing irrigation projects. The 
author is not in favour of raising of 
electricity rates as that may' adversely 
affect the economy. He favours steps 
to increase the efficiency of electricity 
schemes so that the cost of production 
may come down. He has also made a 
valuable suggestion that the state go¬ 
vernment should not nationalise goods 
transport, nor should it enter this field 
at the present when the government is 
beset with financial stringency. The 
state government should use financial 
resources for financing projects which 
arc essential for the country but which 
private enterprise is not willing to 
undertake. It is certainly a sound 
principle. 

What about the future outlook ? 
According to Dr Bhargava, though 
there is an urgent necessity to control 
the growth of population in UP, yet 
the crucial role of investment in the 
economic development of the state 
cannot be ignored. This therefore 
calls for a bold and more intensified 
programme of taxation and investment. 
The investment programme of UP 
should take special care to exploit the 
potentialities of agriculture in the state. 
It should aso aim at strengthening the 
social and economic infrastructure so 
that the psychological and institutional 
barriers to industrial development 
are removed and the state develops a 
sound base for self-generating growth 
in future. 

Uttar Pradesh's Finances contains a 
clear and concise analysis of the finan¬ 
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ces of the state, the author showing no 
special preference for any ideology 
but intent on objective analysis to the 
extent possible. And, therefore, as 
Dr D. T. Lakdawala has pointed 
out in his brief foreword, this study 
should stimulate similar studies re¬ 
garding other states, so that vital de¬ 
cisions may be taken on the basis of 
greater knowledge. 

CO-OPERATIVES IN FARMING 

Agricultural Economics and Co¬ 
operation is a voluminous book written 
jointly by five authors who have made 
an attempt to give a comprehensive 
analysis, theoretical and practical, of 
the problems of Indian agriculture and 
co-operation. 

Part I of this book besides presenting 
a theoretical background of agricul¬ 
tural economics, discusses various 
problems connected with Indian agri¬ 
culture. Should agricultural develop¬ 
ment precede industrial development 
or should the latter precede the 
former ? This controversy has been 
examined in detail. The answer as 
Higgins has rightly noted is : “So far 
as industry versus agriculture is con¬ 
cerned, it is not a question of balanced 
growth or unbalanced growth, but one 
of balanced growth or no growth at 
all.” One is inclined to accept this 
view. Further on we note with certain. 
amount of satisfaction tHe increasing 
productivity of Indian agriculture and 
yet feel dismayed to see the still exis¬ 
ting difference between productivity of 
Indian agriculture and that of some 
other countries where it is ten to fifteen 
times higher. This means that there is 
immense scope for the development of 
Indian agriculture with better inputs 
such as water, fertilisers and seeds. 

Discussing the shortcomings of land 
reforms the authors quote with appro¬ 
val what Mr K. Nair wrote about them: 
“Though since 1947, India has enacted 
perhaps more land reform legislation 
than any other country in the world, it 
has not succeeded in changing in any 
essentials the power pattern, the deep 
economic disparities, nor the tradi¬ 
tional hierarchical nature of inter- 
group relations which govern the 
economic life of village society.” How 
true ! As regards the system of 
farming, the authors approvingly 
state that no system of farming is 
likely 4 to effect so much improvement 
in agriculture as co-operative farming. 
One is not inclined to agree 'with this 
view considering the immense psy¬ 
chological and institutional obstacles 
in the way of successful operation of 
co-operative farming and also in view 
of its appalling failure in India since 
the passing of Nagpur resolution on co- 
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operative farming. Those who ad¬ 
vocate co-operative farming should 
take adequate nefte pf the difficulties 
pointed out by the Report of the Pla¬ 
nning Commission, the Co-operative 
Farming Advisory Body, the FAO 
document and the Gadgil Committee. 
Importance of rural transport system 
has been well emphasised. Chapter 
on Bhoodan Movement analysing the 
meaning, achievements and short¬ 
comings of the movement is easily 
one of the best chapters in the book 
containing informat'on not generally 
found in other books. 

Total land donated amounted to 
42 64 lakh of acres in March 1967, of 
which 11.91 lakh acres were distributed 
by that date which is more than the 
land distributed by all the land reform 
legislation in India passed since inde¬ 
pendence, Similarly villages donated 
amounted to 62,556 by August 1968. 
In spite of the failure of the Bhoodan 
movement to achieve the target of four 
crore acres of land by 1957, the au¬ 
thors rightly state that its real signi¬ 
ficance lies in the impulse behind it 
and the way it brings basic changes 
in the rural economy promoting social 
initiative and drive at the basic level. 
Bhoodan Movement may not achieve 
much, but its moral and symbolic value 
in these days of moral crisis is undeni¬ 
able. Writing about ‘Agricultural Pla¬ 
nning in India 9 the authors emphasise 
that our efforts at planning would 
depend upon a network of effective 
and well co-ordinated institutions of 
economic planning, financing, exe¬ 
cution. education, training and agri¬ 
cultural research. If India is to sur¬ 
vive as a democracy there is no doubt 
that her agriculture will have to be 
revolutionised and transformed without 
any further loss of time. 

Problems of Co-operatives 

Part II of the book deals with the 
problems of co-operation. After ex¬ 
plaining the meaning and theory of 
co-operation, the authors have given 
history of co-operation in 13 countries 
of the world. Co-operative movement 
in Israel attracts our attention with 
its ‘Kibutz' ‘Moshar Ovdim\ ‘Moshav 
dim’ and ‘Moshav Shitufi*. India can 
learn much from these co-operatives 
in Israel, if it shakes off her political 
prejudices against that country and 
seeks collaboration. Note should 
also be taken of the trend in the co¬ 
operative movement in different coun¬ 
tries of the world that as a country pro¬ 
gresses economically, there is generally 
decline in co-opcrativc movement in 
vatious spheres. This means that, the 
superiority claimed for co-operation 
On moral grounds *$ not justifiable. 
It is just one of the forms of business 
organisation and should be adopted 
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only if and where it fc found suitable. 

Against this theoretical and inters 
national background the authors have 
analysed the various aspects of co¬ 
operation in India. 

While the book contains a vast 
amount of useful material, it must be 
admitted that the level of critical ana¬ 
lysis of most of the problems is not 
very high. The entire material on 
Indian co-operation could have been 
well-integrated with the problems of 
Indian agriculture. This would have 
avoided much repetition and cut down 
many pages making the size of the book 
manageable or sparing the pages for 
more critical analysis. There are some 
major gaps in the book. There is 
just a bare mention on page 530 to 
‘green revolution’ which in view of 
its importance deserves a chapter 
explaining the features and prosnects 
of the ‘green revolution’. Similarly it 
is surprising that in a book on Indian 
agriculture published in 1970 there is 
not even the bare mention of crop and 
cattle insurance on which there is so 
much discussion. And yet with all 
these defects the book gives a compre¬ 
hensive picture of Indian agriculture 
and its problems and hence would be 
useful to graduate classes of Indian 
universities. 


TRADE UNIONS IN PORTS 

Considerable number of studies 
about trade unionism have been pro¬ 
duced in recent years in the developing 
countries of Asia and Africa, Most 
of those studies however deal with the 
problem at the macro-level and reach 
some general conclusions regarding 
weaknesses of trade unionism in those 
countries, influence of political parties 
and political leaders, regarding orga¬ 
nisational and financial weaknesses, 
neglect of welfare activities and their 
dependence on g 9 vernment interven¬ 
tion and labour courts rather than on 
their own bargaining strength. 

In practically every underdeveloped 
country there are some trade unions 
which have achieved some degree of 
success of progress. Hardly anybody 
has cared to study these unions and 
the causes of their success. In this 
book, Trade Unionism in Indian Ports ; 
Michael Bogacrt studies the growth 
and nature of trade unionism at Cal¬ 
cutta and Bombay. 

It is found that trade unions are 
conditioned by the peculiar characteris¬ 
tics of the industrial environment in 
which they operate. In the intro¬ 
ductory chapter die author has des¬ 
cribed these peculiarities in relation 
to the ports of Calcutta and Bombay. 



These ports present a rather complex 
configuration of dififerent sorts of em¬ 
ployers, engaging a labour force tbat is 
heterogeneous in skills and edtfcatlon- 
al attainments. This influences their 
commitment and adjustment to the 
industrial way of life. While Calcutta 
port has drawn it$ labour force from 
its hinterland, the port of Bombay 
has attracted some of their workers 
from beyond its hinterland. It is also 
noticed that in spite of the above pe¬ 
culiarities, the process of integration 
appears to have progressed Further 
in Bombay than in Calcutta because 
of greater labour commitment and 
better living conditions in Bombay. 
This means that the climate appears 
to be more favourable for the growth 
of trade unionism in Bombay docks 
than at Calcutta. 

Leftist Ideology 

The growth of trade unions have 
been conditioned by the political and 
industrial climate prevailing at the time 
of the origin of the movement and the 
ideology of early leaders. In both 
Calcutta and Bombay, the leaders of 
more successful unions were inspired 
by the leftist ideology which put them 
in opposition to both the management 
and the government and made them 
in a sense the genuine spokesmen of 
workers’ protest against exploitation. 

, From the study of trade unions in 
Calcutta and Bombay, certain con¬ 
clusions can be drawn. In a complex 
situation as in Calcutta and Bombay, 
political unionism has contributed 
greatly to the development and stren¬ 
gth of the movement. Most of the 
successful dock unions, received their 
initial guidance from leaders who were 
politically motivated and were ideolo¬ 
gically related to one or the other po¬ 
litical party. It would also appear 
that subsequently there has been a 
tendency among the unions to evolve 
towards greater political disengage¬ 
ment 

As regards organisation and ad¬ 
ministration of unions, it was noticed 
that Calcutta Port Shramik Union 
(CPSU) and the Transport and Dock 
Workers' Union, Bombay (TDWUB) 
are organisationally better developed 
than other unions in terms of mem¬ 
bership, financial and personnel re¬ 
sources and office facilities. By pio¬ 
neering work in the promotion of 
worker education and human deve¬ 
lopment and by launching co-opera¬ 
tives, they have been able to foster 
the growth of social and economic 
interests of their members and have 
provided workers with some measure 
of security, tn fact there is a general 
tendency among all dock unions to¬ 
wards greater emphasis on inner or- 
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ganisational growth and tbe profe- 
ssionalisation of their cadres. 

What appears to be of crucial im¬ 
portance is the degree of identification 
of the top leaders with the workers, 
expressed in terms of years spent in the 
trade union movement, the amount 
they have suffered for workers and the 
amount of time and attention given 
to workers’ and unions* day-to-day 
problems. Because CPSU and the 
TDWUB have had the benefit of 
such a type of professional leaders 
(rather than ‘big name leaders*) it 
becomes clear why thdy, more than 
others, have grown organisationally 
and have had to rely less and less on 
the support of political parties. It 
also explains why in their industrial 
relations they have achieved more su¬ 
ccess as compared to other dock wor¬ 
kers* unions. 

As regards the achievements of the 
dock workers* unions in improving 
wages and working conditions of dock 
workers, the author has shown how the 
two unions, CPSU and TDWUB, 
have been able to establish a certain 
measure of effective control over wages 
and working conditions. But the 
present labour policy of the govern¬ 
ment puts severe limitations on their 
effectiveness. The scope it gives to 
settle matters through labour courts 
means lessening the thrust which lar¬ 
ger unions such as CPSU and TD¬ 
WUB could have exerted by bipartite 
bargaining. 

The study leads the author to suggest 
a model of a successful trade union. 
He considers that a union stands a 
better chance to succeed if it has co¬ 
mmitted labour force as its members, 
favourable altitude on the part of 
management, permissive legal frame¬ 
work, professional leadership that 
has breadth of vision and commit¬ 
ment to wider social goals, financial 
stability and bureaucratisation of bu¬ 
siness procedures. 


Certain Limitations 

The case method of investigation 
adopted by Michael Bogaert carries 
with it certain limitations. There is the 
danger of the researcher being strongly 
influenced by the personalities and 
personal views of the interviewees. 
There is also the more serious danger 
of subjectivism. With all these limi¬ 
tations, case studies are an important 
part of analysis which supplements 
tbe macro-level analysis of problems in 
different fields. From this point of 
view Michael Bogaerfs work is ex¬ 
tremely welcome as it fills an impor¬ 


tant gap in the literature on Indian 
trade unions. 

THE HUMAN FACTOR 

Human beings in Indian industries 
are generally neglected and do not 
receive the same attention as in the 
west. Though the situation is better 
at present, Dr Desai feels that 
for a variety of reasons labour condi¬ 
tions have not improved significantly. 
One reason for this neglect, according 
to the author, is that Indian employers 
have not yet realised the importance 
of human factor. They can afford to 
neglect labour as there is great unem¬ 
ployment in the countiy and replace¬ 
ment of labour presents no problem. 
More important reason however is 
that due to the existence of sheltered 
markets, there is no real competition 
and therefore inefficiency of workers 
is not the major headache of the em¬ 
ployers. Though our industries are 
able to survive and show profits in 
spite of labour inefficiency, Indian 
exports are adversely affected in the 
international competitive markets. 

Dr Desai in his Human Problems in 
Indian Industries has made an attempt 
to analyse various aspects concerning 
tbe problem of labour efficiency. 
Though these aspects have been dis¬ 
cussed threadbare by foreign experts 
in the context of their countries, the 
solutions suggested by them are not 
' often applicable to Indian conditions. 
And hence this attempt by the author 
to analyse the problem in the Indian 
context 

It would be instructive to note the 
views of the author on the above as¬ 
pects. As regards selection of emp¬ 
loyees, the author writes that when we 
arc selecting an individual for a job in 
an organisation, the aim should be to 
have him in the organisation till he 
attains the age of retirement. The 
employer therefore must take into 
account the ability of the man to 
progress in future. The author warns 
that it is no use selecting the best 
available man simply because he is avail¬ 
able. An overqualified employee will 
not remain for long with the organi¬ 
sation and even if he stays, he will not 
find the job challenging. There must 
be procedure to analyse the require¬ 
ments of the job and the merits of the 
applicants. In India much of the re¬ 
cruitment is made on the basis of hit- 
or miss principle, resulting in much 
wastage* At least the larger indus¬ 
trial establishments must undertake 
programmes of ‘Job and Worker 
Analysis’ for recruiting their person¬ 
nel. 

The author has given great emphasis 
on ‘induction progiamme*. No soon¬ 
er an employee enters an organisation, 
he faces a number of problems of ad¬ 


justment and hence the necessity of a 
formal induction programme, i.e., in¬ 
troducing the worker to his job and 
organisation. This will give him 
the necessary information about the 
nature of his job, his duties and res¬ 
ponsibilities, about his colleagues 
and bosses and standing orders, etc. 
The whole idea behind this scheme is 
to create a sense of belonging in the 
minds of tbe new employees. Such a 
programme will also avoid a lot of was¬ 
tage of energy and time as also frus¬ 
trations which otherwise result among 
workers. Unfortunately in India 
very few industrial establishments have 
formal induction programme for new 
entrants. This can be easily done 
in large establishments without much 
cost. 

As regards training, the author is 
of the opinion that industrial establish¬ 
ments will have to organise training 
programmes for the numerous cate¬ 
gories of employees* They will have 
to set the objectives of training, execute 
the programme and carry out evalua¬ 
tion to find out whether the objectives 
have been realised. Only this will 
make the training programme effective 
and profitable. As regards promotion 
Dr Desai is neither in favour of mere 
seniority as that tends to discourage 
merit among juniors, nor in favour 
of mere merit as that would open 
out doors for favouritism and victi¬ 
misation. He therefore suggests a 
compromise formula of seniority- 
cum-merit. 

Problems Posed 

Large industrial organisations pose a 
number of problems for the manage¬ 
ment of which the problem of effective 
communication between management 
and workers is the most important 
as also the most difficult. In the 
absence of proper and effective com¬ 
munication between the manage¬ 
ment and workers, there are bound 
to be misunderstandings which often 
develop into major industrial con¬ 
flicts. It is, therefore, essential to 
have an effective machinery for com¬ 
munications. Suggestion box, for¬ 
mal and informal meetings, discussion 
of various problems, etc. arc some of 
the suggestions which the author has 
made. The main point is that mana¬ 
gements have to realise the importance 
of understanding the workers. 

Writing on ‘work and incentives’, 
the author is of the opinion that Indian 
workers are certainly capable of doing 
their work at a much higher level of 
efficiency but that managements have 
failed to create the conditions whereby 
best can be got out of them. The au¬ 
thor has emphasised not only the 
financial incentives but also non- 
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financial incentives which are mostly ning on the industrial front, 
neglected. _ _ ...... 

Dr Desai s analysis is based bp 
AH this means that .to increase pro- strong commonsen se. It is, there- 

ductivity and efficiency of workers, fore, bereft of expertise and sophisti- 

we do not need mere celebration, of cation. Though the problems app- 

‘productivity years’. We need scien- ear to be rather over-simplified, the 

tific approach to the problem. We book gives to the lay readers adequate 

should try to study how work-methods insight into the problems affecting 

could be improved, how work-norms labour efficiency. Though some of 

could be established and how wastages thfe solutions offered appear anive, 

could be avoided. The author ends it would equally, be wrong to adopt 

on a hopeful note that we need not be the most sophisticated American or 

pessimistic about the present situation English techniques to deal with the 

for there arc definitely signs of awake- problems of Indian labour. 

The Sweet Sixteen 

History of the Reserve Bank of India (1935-51): Reserve Bank of India, Bombay: 
1970; Pp. 828; Price Rs 50.00, 

Reviewed by N. P. KURUP 


The Reserve Bank of India has render¬ 
ed a distinct service by bringing out an 
official history of the bank covering the 
first 16 years of its life. It was prepared 
by S. L. N. Simha under the guidance 
of an Editorial Committee presided 
over by Dr C. D. Deshmukh, who has 
played a key role in the evolution of the 
Reserve Bank of India. It was com* 
mendable that the bank gave complete 
freedom to the committee in compiling 
the history. The chairman of the com¬ 
mittee has explained that their “endeav¬ 
our has been to compile a history that is 
comprehensive, authentic, accurate and 
objective while at the same time scho¬ 
larly and eminently readable_”. 

Surely, the volume has satisfied all these 
conditions. 

The volume falls into four broad 
sections : the preparatory years, that is 
pre-1935 developments; the formative 
years, 1935-39; the war years, 1939-45; 
and the post-war years, 1945-51. 

Though the Reserve Bank was esta¬ 
blished in 1935, it had a long back¬ 
ground which has been traced to as far 
back as 1773. The three chapters on pre¬ 
paratory years provide a fairly detailed 
account of early central banking ven¬ 
tures, history of Indian currency and 
exchange, a brief description of the 
Indian money market before the inau¬ 
guration of the Reserve Bank and the 
provisions of the Reserve Bank of India 
Act. It is interesting to note that the 
provision for the creation of a special 
Agricultural Credit Department forth¬ 
with was really a last minute inclusion 
by the Legislature, being the result of a 
lengthy debate on an amendment mov¬ 
ed by Mr. B. Sitaramraju. 

The five chapters on formative years 
give an account of the emerging organi¬ 
sation of the bank and the evolution of 
the basic approach of the bank to the 
difficult task assigned to it. But soon the 
problems of war finance, over which it 
had little control, overshadowed other 


problems. Perhaps, the greatest criti¬ 
cism which the young Reserve Bank had 
to face relates to the war time inflation. 
The eight chapters on war years throw 
a great deal of light on its handling of 
many intricate problems arising from 
war finance. The final section covering 
five chapters deals with the transition 
of the Indian economy from war to 
peace conditions through the travail of 
partition and 'its changed status as a 
nationalised institution. 

The crucial role played by the RBI 
in the evoluion of Indian financial and 
monetary history is fairly well known 
and has been the subject of many stu¬ 
dies earlier. What was lacking in all 
those earlier non-official and official 
publications was an account of the con¬ 
flicts and compromises and the role 
played by various eminent men in the 
evolution of the Reserve Bank as it is 
today. Perhaps it was in filling up these 
gaps of information on the ‘human side* 
that the volume deserves special atten¬ 
tion. 

Differences of Opinion 

In order to demonstrate the principle 
of independence of the bank, about 
which very strong sentiments had been 
professed by the government, the post 
of governor was offered to Sir Osborne 
Arkell Smith, then one of the two 
managing directors of the Imperial Bank 
of India. But his sense of independence 
turned out to be a liability for the post 
and he tendered his resignation effec¬ 
tive from July 1937. Sir Osborne was 
keen to maintain the independence of 
the institution he headed. Even in his 
Imperial Bank days he refused to be 
‘run by London or elsewhere* and while 
in the RBI he was sick to death as 
government always attempted domi¬ 
nation of the bank. 

There were serious differences of 
opinion between him and the Finance 
Member over the lowering of the 


bank rate, management of the bank’s 
investments and the exchange rate 
of the rupee. There was also differ¬ 
ence of opinion between him and his 
‘Senior* Deputy Governor, Sir James 
Taylor, who belonged to the Indian 
Civil Service. Commenting on this the 
volume notes : “It is very probable that 
the difficulties which arose between the 
governor on the one hand and his 
deputy and the Finance Member on the 
other represented to a.certain extent the 
traditional conflict between professional 
bankers and civil service personnel.” 
The official history also suggests that 
the absence of cordiality, mutual con¬ 
fidence and loyalty at different levels 
provide part of the explanation why the 
bank did not make greater progress in 
its role as Central Bank in the pre-war 
years. Sir Osborne’s successor, Mr 
James Taylor, largely succeeded in eli¬ 
minating personal conflicts with the 
board, the government or senior execu¬ 
tives and therby provided a contrast to 
his predecessor. 

Mr C D. Deshmukh, though the 
natural successor to Mr James Taylor, 
had the liability of being an Indian 
to be appointed to the post, but the firm 
and united stand taken by the board 
of directors forced the government to 
submit to the inevitable. The appoint¬ 
ment of an Indian as governor was 
productive of many initiatives and con¬ 
tributed much to safeguarding India’s 
interest. The history has also brought 
out the effective role played by the 
central board of directors which firmly 
had established itself as a body to be 
reckoned with. The credit for this large¬ 
ly goes to Sir Purshotamdas Thakurdas, 
whose contribution in the establish¬ 
ment and the valuation of the RBI is 
second to none. The official history has 
ably presented the great role played by 
this non-official central banker. 

This volume covers up to 1951 when, 
the Reserve Bank, to quote Eastern 
Economist “is in fact, a very young 
maiden—just fifteen years old—possibly 
sure of its ability, as young things us¬ 
ually are, but not yet very sure of its 
experience in a difficult world” (quoted 
on p. 748 of the volume). The history 
of the Reserve Bank since 1951 would 
have been more interesting but as Mr 
L. K. Jha observed in his foreword, the 
planning era “was too close for it to be 
viewed in the kind of time perspective 
that history needs”. 


Books Received 

Freedom and Necessity (An Introduction 
to the Study of Society): Joan Robin¬ 
son; George Allen and Unwin; Pp 
128; Price cloth JJ5$ and Paper 12s. 

Sikkim and Bhutan : V.H. Coetho; In- 
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dian Council for Cultural Relations; 
Pp 138; Price Rs, 15. 

Diplommetry : I. P. Singh; Somaiya 
Publications Pvt. Ltd., 172 Naigaum 
Cross Road, Bombay-14; Pp 114; 
Price Rs 15. 

Ess entials of Government : V. O. Man- 
kar; Somaiya Publications Pvt. Ltd; 
Pp 379; Price Rs 12. 

A Guide to Modern Economics: J. K. 
Mehta and Mahesh Chand; Somaiya 
Publications Pvt. Ltd; Pp 359; 
Price Rs 35. 

Indian National Movement: D.C. 
Gupta; Vikas Publications; Pp 291; 
Price Rs 25. 

Evolution of Nuclear Strategy: Squadron 
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Leader K.S. Tripathi: Vikas Publi¬ 
cations; Pp 212; Price Rs 24. 
Agricultural Development: A Review 
of FAO’s Field Activities : Basic Study 
No. 23: Published by the Food and 
Agriculture Organisation of the 
United Nations; Pp 194; Price *2.50. 

Absenteeism in Industries in Bombay: 
A Survey: Published by the Empl¬ 
oyer's Federation of India, 148, 
Mahatma Gandhi Road, Bombay-1: 
Pp 43; Price Rs 3. 

Report on Bottlenecks in the Farm Ecj- 
uipment Industry : Published byt he 
Indian Society of Agricultural 
Engineers ; Pp 39; Price not stated. 
The Indian Manager in Search of a 
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Style : Arabinda Ray; Published 
by Krishna Raj for Economic and 
Political Weekly, Bom bay-1 BR; 
Pp 67; Price Rs 12. 

Industrial Structure of India During 
Medieval Period: N.S. Gupta; S. 
Chaud &Co.; Pp 254; Price Rs 25. 

Gujarat Directory of Manufacturers : 
Prepared and Published by the Di¬ 
rectorate of Industries, Government 
of Gujarat. Ahmedabad-1; Pp618. 

Dimensions of Industrial Relations in 
India : Edited by Dr B.S, Bhir; 
United Asia Publications, 12, Ram¬ 
part Row, Bombay-1; Pp. 168: Price 
Rs 20. 


5i PER CENT STATE GOVERNMENT LOANS, 1982. 

, *^ State ^ ave ann0unc °d the issue of their new loans bearing interest at 5J per cent per annum for amounts aggregating Rs 

142*50 crores as unocr i* 


ial No. 

State 

1 . 

Andhra Pradesh 

2. 

Assam 

3. 

Bihar 

4. 

Gujarat 

5. 

Haryana 

6 . 

Kerala 


Madhya Pradesh 

8! 

Maharashtra 

9. 

Mysore 

10. 

Orissa 

11 . 

Punjab 

12. 

Rajasthan 

13. 

Tamil Nadu 

14. 

Uttar Pradesh 

15. 

West Bengal 


iount of Laoti 
crores of Rs.) 

Issue Price per cent 

12*00~ 

100-00 

3-75 

100 00 

5 00 

100-00 

16 00 

100 00 

4 50 

100 00 

6 00 

100-00 

7 00 

100 00 

19*25 

100*00 

10-50 

100 00 

6 00 

100 00 

5-25 

100-00 

600 

100 00 

16 50 

100*00 

13*75 

100 00 

11 00 

100-00 

142 50 



I ,* * . ... ** .--Y 1 ----- 7 —auuwvavuuiussuoj,«ui JUiy l TiU m UrtIJICT WIUIUUl notice aS SO Oil 9S 

subscriptions approximate to the amount of each issue. All the State Governments reserve their right to retain subscriptions upto ten per cent in 
excess of the notified amounts. 

The loam will be redeemable at par after 12 years i.e. on 15th July 1982 and interest will be paid lialf-yearlv cm 15th January and!5thJulv each 
|year. Interest in respect of all loans will be liable to tax under the Income-tax Act, 1961. ' 

Subscriptions may be in the form of CASH/CHEQUE. 

Securities of the following loans will also be accepted AT PAR for conversion into the new loans of the respecli\e State Governments 


JSerial No. Name of the loan tendered for conversion 


Name of the new loan issuable. 


1. 4£% Andhra Pradesh State Development Loan, 1970. 

2. 4}% Bihar State Development Loan, 1970. 

3. 4J% Kerala State Development Loan, 1970. 

4- 4J% Madhya Pradesh, State Development Loan, 1970. 

5. 4 % Bombay State Development Loan, 1970. 

6. 4J% Bombay State Development Loan, 1970. 

7. 4J% Mysore State Development Loan, 1970. 

8 * H% Orissa Government Loan, 1970. 

9. 4±% Rajasthan State Development Loan, 1970. 

10. 4J% Madras Loan, 1970. 

11- 44% Uttar Pradesh State Development Loan, 1970. 

12. 4J% We*t Bengal Loan, 1970. 


5J% Andhra Pradesh State Development Loan, 1982, 
5|% Bihar State Development Loan, 1982. 

5j% Kerala State Development Loan, 1982. 

5j% Madhya Pradesh State Development Loan, 1982. 
5j% Maharashtra State Development Loan, 1982. 

5£% Maharashtra State Development Loan, 1982. 

5|% Mysore State Development Loan, 1982. 

5$% Orissa Government Loan, 1982. 

5}% Rajasthan State Development Loan. 1982. 

5J% Tamil Nadu Loan, 1982. 

5}% Uttar Pradesh State Development Loan, 1982. 
5|% West Bengal Loan, 1982. 


Interest on the maturing securities accepted for conversion will be paid at the existing rate i .e. 4% in the case of 4 % Bombay State Development 
>an, 1970 and 4J% pea* annum in the case of other maturing loans upto and inclusive of 14th July 1970. 

Applications for all the bans will be received at the offices of the Reserve Bank of India at Bangalore, Bombay(Fort & Byeulla), Calcutta, Hydera¬ 
bad, Kanpur, Madras, Nagpur, New Delhi and Patna and the branch of State Bank of Bikaner and Jaipur at Jaipur. 

Applications will also be received at other places within the respective States as follows : , 

(/) Branches of the Subsidiary Banks of the State Bank of India conducting Government treasury work. 

(ii) Branches of the State Bank of India at places where there is no branch of its subsidia ry Banks conducting Government treasury work.. 

Applications for Kerala State Development Loan will also be received at Treasuries and Sub-Treasuries in the State of Kerala at places where 
[here is no branch of the State Bank of India or its subsidiaries conducting Government Treasury work. 

Applications for Punjab and Haryana State Government loans will also be received at the State Bank of India, Chandigarh. 

Copies of the Notifications and Application Forms may be obtained from any of the Receiving Offices mentioned above. 

Applicants tendering applications at the offices of the Reserve Bank of India ai Bangalore, Bombay (Fort and Byeulla), Calcutta, Hyderabad, 
, ?pur, Madras, Nagpur, New Delhi and Patna will, in the event of over-subscriptkm to the loan applied for, be given the option of transferring 
[heir cash refunds to any of the other State Government loans which may Still be open for subscription. To avail themselves of this facility, the 
applicants should complete the "Special Option Form**, copies of which can be obtained a t any of the offices of the Reserve Bank of India men¬ 
tioned above , and tender the form alongwith their application . 
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RECORDS AND STATISTICS 

New Union Council of Ministers 


A major re-allocation of the! port¬ 
folios of the union Council of Ministers 
was announced last week. The port¬ 
folios of as many as six Ministers of 
cabinet rank and those of several 
Ministers of State and Deputy Ministers 
were changed. The total strength of the 
Council of Ministers was also raised 
from 43 to 55. 

The Prime Minister shed the port¬ 
folio of Finance and took over the 
Ministry of Home Affairs. Mr Y. B. 
Chavan, who hitherto had been the 
Minister of Home Affairs, was moved to 
Finance. Mr Fakhruddin Ali Ahmed 
was moved from the Ministry of In¬ 
dustrial Development, Internal Trade 
and Company Affairs to that of Food, 
Agriculture, Community Development 
and Co-operation. The previous mini¬ 
ster incharge of this ministry, Mr 
Jagjivan Ram, was moved to Defence, 
replacing Mr Swaran Singh who shift¬ 
ed to the Ministry of External Affairs. 
Mr Dinesh Singh, the hitherto Min¬ 
ister for External Affairs, moved in to 
the Ministry of Industrial Develop¬ 
ment and Internal Trade. The Depart¬ 
ment of Company Affairs in this Min¬ 
istry was put under the separate charge 
of Mr K. V. Raghunatha Reddy, Min¬ 
ister of State. Mr B. R. Bhagat was 
shifted from the Ministry of Foreign 
Trade to the Ministry of Steel and 
Heavy Engineering. Since the resigna¬ 
tion of Mr C. M. Poonacha a few 
months ago, this ministry was being 
looked after by a Minister of State-- 
Mr K. C. Pant. Mr Bhagat’s place in 
the Ministry of Foreign Trade was 
taken up by a Minister of State--Mr 
L. N. Mishra, who hitherto had been 
the Minister of State incharge of the 
Department of Defence Production in 
the Ministry of Defence. 

Two new Cabinet Ministers were 
appointed. They were :—Mr K. Hanu- 
manthaiya—a new entrant to the Cabi¬ 
net—and Mr K. Raghu Ramaiah, who, 
before the reshuffle, was a Minister of 
State. Mr Hanumanthaiya—hitherto the 
Chairman of the Administrative Re¬ 
forms Commission -was allocated the 
portfolio of Law and Social Welfare 


which was held till lately by the late Mr 
Govinda Mcnon. Mr Raghu Ramaiah 
even on promotion retained his earlier 
portfolios of Parliamentary Affairs, 
Shipping and Transport, 

At the levels of Ministers of State, 
the important changes made were : 

(1) Mr K. C. Pant was moved from the 
Ministry of Steel and Heavy Engineer¬ 
ing to the Ministry of Home Affairs; 

(2) Mr. P. C. Sethi took over the De¬ 
partment of Defence Production, relin¬ 
quishing his charge in the Ministry of 
Finance; (3) Mr R. K. Khadilkar was 
moved from the Ministry of Finance 
to the Ministry of Supply; (4) Mr L. 
N. Mishra went over to the Ministry of 
Ftoreign Trade from the Department of 
Defence Production; and (5) Mr V. C. 
Shuklu was moved from the Ministry 
of Home Affairs to the Ministry of 
Finance. Five new Ministers of State 
were appointed. They were : (1) Mr 
Parimal Ghosh (Ministry of Health 
and Family Planning and Works, 
Housing and Urban Development); 
(2) Mr Ram Niwas Mirdha (Ministry 
of Home Affairs); (3) Chaudhary Niti- 
raj Singh (Ministry of Petroleum and 
Chemicals and Mines and Metals); (4) 
Mr N. S. Mahida (Ministry of Defence) 
and (5) Mr Om Mehta (Ministry 
of Parliamentary Affairs). Mrs Nandini 
Satpathy was promoted from the 
Deputy Ministership to be a Minister 
of Slate. She, however, continues to 
be attached to-the Prime Minister. 

Six new Deputy Ministers were 
appointed. They are : (1) Mr Jagannath 
Pahadia (Ministry of Food, Agriculture, 
Community Development and Co-ope¬ 
ration); (2) Mr K. R. Ganesh (Min¬ 
istry of Finance); (3) Mr A. K. Kisku 
(Ministry of Education and Youth 
Services); (4) Mr Biswanalh Roy 
(Ministry of Labour, Employment and 
Rehabilitation); (5) Mr. P. Parthasarthy 
(Ministry of Parliamentary Affairs); 
and (6) >lr. R. S. Panjhazari 
(Ministry of Parliamentary Affairs). 
Among the important change* made 
in the allocation of work to the 
Deputy Ministers were: (1) Mr Moham¬ 
mad Yunus Saleem was shifted from 
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the Ministry of Law and Social Wel¬ 
fare to the Ministry of Railways; and 
(2) Mr Bhanu Prakash Singh was 
moved from the Ministry of Industrial 
Development to the Ministry of 
Petroleum, Chemicals and Mines and 
Metals. 

The complete list of the centra] go¬ 
vernment ministers is given on 
page 39 and their portfolios are given 
against their names. 

Allocation of Business 

Along with the cabinet reshuffle, 
several changes were also made last 
week in the allocation of business among 
the various ministries. The Cabinet 
Secretariat will now have five depart¬ 
ments instead of two it had till last 
week. The new five departments of the 
Cabinet Secretariat are: (1) Depart¬ 
ment of Cabinet Affairs; (2) Depart¬ 
ment of Electronics; (3) Department of 
Scientific and Industrial Research; (4) 
Department of Personnel; and (5) 
Department of Statistics. The Depart¬ 
ment of Scientific and Industrial Re¬ 
search hitherto had been under the 
charge of the Ministry of Education, 
The Department of Personnel has been 
transferred from the Ministry of Home 
Affairs. The Department of Electro¬ 
nics lias been newly created. The 
work relating to electronics was previ- 
vously being handled by the Depart¬ 
ment of Defence Supplies. The Ad¬ 
ministration of the Petroleum Act, 
1934, and the rules made thereunder has 
been passed on to the Department of 
Industrial Development under the 
Ministry of Industrial Development, 
Internal Trade and Company Affairs. 

Apart from the above changes in the 
Allocation of Business Rules, it is learnt 
that revenue intelligence and central 
intelligence henceforth will be looked 
after by the Cabinet Secretariat, The 
allocation of work between the Ministry 
of Industrial Development and Internal 
Trade and the Department of Company 
Affairs (which has been put under the 
separate charge of Mr K.V. Raghunatha 
Reddy) is being sorted out. Indications 
are that decisions on industrial licences 
henceforth shall be taken by a Minis¬ 
terial Committee to be set up for the 
purpose. This committee will be headed 
by the Prime Minister herself. 
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Mrs Indira Gandhi 

Mr Fakhruddin Ali Ahmed 
Mr B. R. Bhagat 
Mr Y. B. Cbavan 
Mr K. Hanumanthaiya 
Mr G. L. Nanda 
Mr Jagjivan Ram 
Mr K. Raghu Ramaiah 
Prof. V. K. R. V. Rao 
Mr D. Saqjivayya 
Dr Trtguna Sen 
MrK. K. Shah 

Mr Dinesh Singh 
Dr Karan Singh 
Mr Swaran Singh 
Mr Satya Narayan Sinha 


Mr Bhagwat Jha Azad 
Mr Bhakt Darshan 
Mr D. R. Chavan 

Mr Parimal Ghosh 

Mr I. K. Gujral 

Mr Jaganath Rao 
Mr R. K. Khadilkar 
Mr L. N. Mishra 
Mr B. S. Murthy 

Mr K. C. Pant 
Dr K. L. Rao 

Mr K. V. Raghunatha Reddy 
Mr P. C. Sethi 
Mr A. P. Shinde 

Mr V. C. Shukla 
Prof. Sher Singh 

Mrs Nandini Satpathy 
Mr Ram Niwas Mirdha 
Chaudhary Nitiraj Singh 

Mr N. S. Mahida 
Mr Om Mehta 


Mr P. Parthasarthy 
Mr R.S. Panjhazari 
Mr Rohanlal Chaturvedi 
Mr Jagannath Pahadia 

Mr S. C. Jamir 

Mr M. R. Krishna 
Dr (Mrs) Sarojini Mahishi 
Mr Mohammed Shafi Qureshi 
Mr K. S. G. Ramaswamy 
Chowdhary Ram Sewak 
Mr Mohammad Yunus Saleem 
Mr Siddheshwar Prasad 
Mr Bhanu Prakash Singh 

Mr Iqbal Singh 

Mr Surendra Pal Singh 
Mr K. R. Ganesh 
Mr A, K. Kisku 
Mr Bishwanath Roy 


MEMBERS OF THE CABINET 

Prime Minister, Minister of Atomic Energy', Minister of Home Affairs and 
Minister of Planning. 

Minister of Food & Agriculture. 

Minister of Steel and Heavy Engineering. 

Minister of Finance. 

Minister of Law and Social Welfare. 

Minister of Railways. 

Minister of Defence 

Minister of Parliamentary Affairs and Shipping St Transport. 

Minister of Education & Youth Services. 

Minister of Labour and Rehabilitation. 

Minister of Petroleum and Chemicals, and Mines & Metals. 

Minister of Health and Family Planning and Works, Housing and 
Urban Development. 

Minister of Industrial Development and Internal Trade. 

Minister of Tourism & Civil Aviation. 

Minister of External Affairs. 

Minister of Information & Broadcasting and Communications. 

MINISTERS OF STATE 

Minister of State in the Ministry of Labour, Employment and Rehabilitation. 
Minister of State in the Ministry of Education and Youth Services. 

Minister of State in the Ministry of Petroleum and Chemicals and Mines & 
Metals. 

Minister of State in the Ministry of Health and Family Planning and Works, 
Housing and Urban Development. 

Minister of State in the Ministry of Information and Broadcasting and in 
the Department of Communications. 

Minister of Slate in the Ministry of Law & in the Department of Social Welfare. 
Minister of Supply. 

Minister of Foreign Trade. 

Minister of State in the Ministry of Health and Family Planning and Works, 
Housing and Urban Development. 

Minister of State in the Ministry of Home Affairs. 

Minister of Irrigation & Power. 

Minister of Company Affairs. * 

Minister of State (Defence Production) in the Ministry of Defence. 

Minister of State in the Ministry of Food, Agriculture, Community Deve¬ 
lopment and Co-operation. 

Minister of State in the Ministry of Finance. 

Minister of Slate in the Ministry of Information and Broadcasting and in 
the Department of Communications. 

Minister of State. 

Minister of State in the Ministry of Home Affairs. 

Minister of State in the Ministry of Petroleum and Chemicals and Mines 
and Metals. 

Minister of State in the Ministry of Defence. 

Minister of State in the Ministry of Parliamentary Affairs. 

DEPUTY MINISTERS 

Deputy Minister in the Ministry of Parliamentary Affairs. 

Deputy Minister in the Ministry of Parliamentary Affairs. 

• Deputy Minister in the Ministry of Railways. 

Deputy Minister in the Ministry of Food, Agriculture, Community Deve¬ 
lopment and Co-operation. 

Deputy Minister in the Ministry of Food. Agriculture, Community Develop¬ 
ment and Co-operation. 

Deputy Minister in the Ministry of Industrial Development, & Internal Trade. 
Deputy Minister in the Ministry of Tourism and Civil Aviation. 

Deputy Minister in the Ministry of Steel and Heavy Engineering. 

Deputy Minister in the Ministry of Home Affairs. 

Deputy Minister in the Ministry of Foreign Trade. 

Deputy Minister in the Ministry of Railways. 

Deputy Minister in the Ministry of Irrigation and Power. 

Deputy Minister in the Ministry of Petroleum and Chemicals and Mines 
and Metals. 

Deputy Minister in the Department of Parliamentary Affairs, and in the 
Ministry of Shipping and Transport. 

Deputy Minister in the Ministry of External Affairs. 

Deputy Minister in the Ministry of Finance. 

Deputy Minister in the Ministry of Education and Youth Services. 

Deputy Minister in the Ministry of Labour, Employment and Rehabilitation. 
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AICC(O) On 


The resolution on the fourth five-year 
Plan passed by the All-India Congress 
Committee (Organisation) at its meeting 
in the capital held between June 27 and 
29 focussed attention on the growing 
uneasiness among the masses which 
had been caused by stagnation in the 
economy. It expressed the fear that the 
rate of growth of the economy targeted 
at 5.5 per cent per annum for the fourth 
Plan period would not be attained due 
to the weakening of the law and order 
situation in the country. Moreover, 
the substantial transfer of savings from 
the household sector to the public 
sector envisaged in the Plan would, it 
is feared, reduce the proportion of 
savings and investment in the private 
sector which in turn would depress the 
rate of growth in national production. 
The rising prices and the consequent 
erosion in the purchasing power of the 
rupee had increased costs, according 
to the resolution. A scarcity of essential 
goods is being experienced in some 
sectors of the economy at present; this 
situation is expected to worsen further 
due to the mishandling of the economy. 

The full text of the resolution fol¬ 
lows :— 

The AlCC views with concern the near 
stagnation in the national economy and 
the growing restlessness among the 
people, particularly among the working 
class and millions of rural and educa¬ 
ted unemployed, whose number is 
swelling at the rate of 10,000 a day. 
The AlCC considered the fourth five 
year Plan in detail and particularly 
examined how far the basic objective 
of planning to provide gainful employ¬ 
ment is achieved. 

Congress has always held that the 
cherished goal of a democratic socialist 
society can be attained only through 
economic planning in which people par¬ 
ticipated in the fullest measure. How¬ 
ever, the AlCC considers that several 
assumptions in the Plan lack credibility 
and some of the priorities and provisions 
iu the Plan need substantial alterations. 

Rate of Growth 

The overall growth rate during the 
Fourth five-year Plan is assumed at 
about 5.5 per cent per annum and it 
envisages the rate to reach even a higher 
level of 6 5 per cent during the subse¬ 
quent Plans. The average rate of growth 
of the economy in the last 19 years, 
since we launched upon the first five- 
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Fourth Plan 


year Plan, works out to 3.2 per cen 
per annum. With the weakening of the 
fabric of law and order, the efforts at 
toppling of stable governments in the 
states indulged in by the ruling party, 
gheraoes, bundhs, strikes and general 
insecurity arsing out of the growing 
Naxilite and communist menace and 
the growing instability in the states 
as well as at the centre, this average 
rate achieved in the-past will not go 
up. 

With the inflationary pressures that 
are building up in the economy and the 
scarcity of goods which is already being 
felt, the purchasing power of the rupee 
is getting further eroded and costs are 
mounting. A stable, far-sighted and 
dynamic government capable of imple¬ 
menting the Plan is totally absent and 
irrelevant slogans and rigid postures are 
being adopted by the ruling party. 
Hence the annual growth rate is likely 
to go down and not up. 

Savings and Investment 

In order to attain the overall growth 
rate of 51 per cent, the rate of domes¬ 
tic savings is estimated to increase from 
8.8 per cent in 1968-69 to 13.2 per cent 
during the fourth Plan period; and the 
rate of investment will be increased from 
11.3 per cent to 14.5 per cent, in the 
same period. 

Nowhere is the absence of a policy 
frame in the Plan more conspicuous 
than in relation to problems of mobilis¬ 
ing savings for financing the investment 
programmes. The share of domestic 
budgetary resources in total resource 
mobilisation for the public sector Plan 
has been raised to about 78 per cent as 
compared to 59 per cent in the third 
Plan and 54 per cent in the three annual 
Plans. 

The “distinct departure” in the scheme 
of financing public sector outlay as clai¬ 
med in the Plan document would cause 
a substantial transfer of savings from 
the household sector to government and 
that too after taking credit for a treb¬ 
ling of the ratio of public savings to 
national income from 1.4 per cent in 
1968-69 to 4.5 per emit in 1973-74. 
The AlCC Would welcome such re¬ 
source mobilisation but it is clearly of 
the view that transfer of savings from 
the household sector to the government 
for public sector investment of the order 
envisaged would, if it is not accompa¬ 
nied by substantial rise in the propor- 
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tion of household savings, reduce the 
investment by the private corporate 
sector substantially below even the level 
maintained during the post third Plan 
years of industrial recession. This will 
completely depress the growth in na¬ 
tional production. 

Capital Output Ratio 

The capital output ratio has been 
assumed in the fourth Plan at the con¬ 
veniently low figure of 2 (as against the 
average ratio of 2.4 for die first three 
Plans). No evidence is available that 
there is going to be a decisive improve¬ 
ment in the management of economy 
that can materially improve the output 
rate as compared to investments. In 
fact the management of the economy 
shows steady decline. 

Deficit Financing 

While the Plan has fixed the overall 
limit of deficit financing at Rs 850crores, 
in the first two years, the uncovered 
deficits in the central budgets already 
account for about Rs 500 crores. There 
is a steady increase in money supply at 
the rate of 10 per cent a year. So also 
the volume of credit is expanding un¬ 
accompanied by equivalent or more in¬ 
crease in production of goods, particu¬ 
larly the wage goods. This is a major 
threat to price stability. 

Price Stability 

Due to the dilatory and feeble hand¬ 
ling of the economy by the ruling party, 
prices have risen by 7.4 per cent in 
1969-70. Production is not catching 
up and scarcity of essential goods is 
already being felt and is bound to be 
further aggravated due to this mis¬ 
handling of the economy and the deterio¬ 
rating law and order situation in the 
country. 

Guranteed price support for all 
major crops should be assured so that 
the development of agriculture and the 
well being of the farmers can be secured. 
Buffer stocks should be built up so 
as to ensure fair price to the 
farmers and protect the interests 
of the consumers. 

Agricultare and Irrigation 

Both agriculture and industry are 
equally important and vital for the 
nation’s economy. As we were in¬ 
dustrially very backward and as we 
were lacking in technical and manage¬ 
ment skills, in our first three Plans, we 
had given “industry” the role of the 
“leading sector” in our economy and 
to some extent agriculture was paid less 
attention. As the population is growing 
fast and consumption standards and 
longevity are going up, the AlCC con¬ 
siders that we must now give phee of 
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the 4 leading sector* of Our economy to 
"agriculture and rural development", 
without sacrificing balanced industrial 
growth; While some increase in provi¬ 
sions for agriculture is noticeable in 
the fourth Plan, the provisions fall far 
short of what needs to be done if 
famines, scarcity, malnutrition and 
distressing recession as we experienced 
in 1963 and 1966 are to be avoided. 

New varieties have undoubtedly 
considerably helped to increase agri¬ 
cultural production. But their impact 
has been mainly confined to wheat and 
therefore it requires to be introduced 
in all crops. Besides, the major rivers 
have to be harnessed for faster develop¬ 
ment of irrigation. Major medium and 
minor irrigation require more funds. 
To prevent heavy damage due to floods, 
comprehensive river training programme 
have to be completed. Rs 953 crores 
have been provided for major and 
medium irrigation in the fourth five- ( 
year Plan as against Rs 650 croies in 
the third Plan. With cost of labour, 
wages, cement, steel, coal, bricks going 
up, the net effect of the larger outlay in 
the fourth Plan will be practically the 
same as in the third Plan. 

The AICC strongly feels that the pro¬ 
vision for irrigation in the fourth Plan 
requires to be considerably stepped up 
if a breakthrough is to be achieved in 
agricultural sector so as to impart 
viability to the national economy. 
Therefore, the provisions for the me¬ 
dium and major irrigation schemes need 
to be raised by Rs 237 crores for the 
continuing major and medium projects 
so as to complete all the schemes in. 
hand withn fourth five-year Plan priod 
itself and the other new major and 
medium irrigation projects should be 
provided with additional Rs 250 crores 
for accelerating their progress and under¬ 
taking investigation, research and 
designing of new irrigation schemes. 

Unless this is done, the green revo¬ 
lution is likely to receive a serious 
setback. In addition to the major and 
medium schemes, another Rs 150 crores 
should be provided for minor irrigation 
schemes. Thus the provisions for the 
irrigation schemes (major, medium 
and minor) and ground water utilisa¬ 
tion should be raised in the fourth 
Plan by an additional amount of Rs 600 
to Rs 650 crores. The goal should be 
that the potential of irrigation should 
be tapped by husbanding the total avail¬ 
able surface and ground water resources 
within a period of a decade i.e. during 
the fourth and fifth Plans instead of 
prolonging it over 20 years as envisaged 
m the fourth Plan document. 

Land Reforms 

Land reforms have to be completed in 
all states during the fourth Plan period 
so that all intermediaries are abolished 
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and the share-croppers and the tillers 
become the real owners of their land. 
Land ceilings have to be enforced and 
surplus lands have to be distributed to 
the landless labour. Also in accordance 
with the resolution of May 1966 passed 
at the AICC Session in Bombay, crop 
insurance and cattle insurance should 
be vigorously implemented. 

Industrial Development 

The AICC notes with concern the 
very slow rate of industrial develop¬ 
ment when the country is really in a 
position to achieve a break-through on 
the industrial front if proper policies are 
adopted and faster implementation is 
assured by the central government. 

Industrial production is expected to 
increase at the rate of 9 per cent in the 
fourth Plan. The country achieved an 
annual growth rate in industrial pro¬ 
duction of about 9 per cent during the 
first six years of the development decade 
1961-1970. However, the industrial 
output had fallen in 1966 and 1967, 
below the levels reached in the previous 
years. Again it averaged to about 6.5 
per cent only in 1968-1969. Thus the 
industrial progress in the last four 
years works out at a meagre rate of 
3.5 per ,cent per annum. With un¬ 
certain investment in the private sector, 
and with the conditions prevailing in 
the public sector undertakings will the 
estimated rate of 9 per cent take place? 

The loss of man-hours resulting from 
strikes, bundhs, slow-downs, interrup¬ 
tions, demonstrations and, the like, to 
which most of Indian industry in both 
sectors has been subjected during the 
last few years is adversely affecting 
production. With a total employment 
in industry of about 7 million people, 
India lost 16 68 million industrial 
mandays in 1969 of which over 10 
million mandays were lost in West 
Bengal alone. This will be further 
aggravated due to the indifference of 
the central government towards spread 
of gheraoes and indiscipline. 

Irrational controls, vacillating and 
dilatory governmental decisions and 
erratic procedures have consistently 
denied adequate expansion or growth 
to many industries under one pretext 
or other even when they have functioned 
with proved efficiency. This has brought 
down new investment in private sector 
industries to an average of about Rs 60 
crores per year in the last three years 
as against an average of about Rs 120 
crores per year in the previous seven 
years. The new Industrial Licensing 
Policy recently announced, is very 
vague and confusing. The AICC re¬ 
commends that a clear enunciatmn of 
industrial policy and 'faster decision 
making are required to reitc^re indust¬ 
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rial development and give it further 
acceleration. Corruption, favouritism 
and political interference have increa¬ 
sed in the procedures of industrial and 
import licensing. The AICC, therefore, 
strongly advocates that the work of 
adminstering controls and licensing 
should be entrusted to independent 
experts under direct control of Parlia¬ 
ment. At the same time, the economy 
should be freed from such unnecessary 
and vexacious controls which have been 
found to hamper production. 

Public Sector 

The AICC considers the growth of 
public sector as very essential and vital 
to the national economy. It, therefore, 
welcomes the large provision for the 
public sector in the fourth Plan. How¬ 
ever, it is of the clear opinion that the 
management, staffing, labour relations 
and supervision of the public sector 
undertakings have to be considerably 
improved so that the huge national 
investment can yield satisfactory returns 
in production and profits to the nation. 

The outlay on the public sector in 
the fourth Plan will constitute 60 per 
cent of the whole Plan and its outlay 
has been increased by Rs 1,504 crores 
to Rs 15,902 crores whereas the outlay 
for the private sector has been reduced 
from Rs 10,000 crores to Rs 8,980 
crores. The AICC notes ^vith serious 
concern that as per the latest annual 
Report on Central Public Sector 
Undertakings, over 90 concerns under 
this category involving an aggregate 
investment over Rs 4,000 crores incurred 
over the years accumulated losses of 
over Rs 380 crores despite all govern¬ 
mental patronage and monopoly right 
enjoyed by many of these undertakings 
in their respective fields. How long will 
the nation go on bearing such huge 
losses on such heavy investment? 
By even modest calculation if the public 
sector runs efficiently it should have 
been realising at least Rs 300 crores of 
profits annually by now. 

The Congress has welcomed the na¬ 
tionalisation of banks. But the step 
of nationalisation of 14 banks has not 
been followed up with clear cut and 
vigorous measures. The annual rate 
of growth of bank deposits has fallen 
to 10 per cent after nationalisation from 
11.4 per cent before nationalisation. 
The efficiency and public relations of the 
banks are reported to have gone down. 
Already and public relations of the 
banks are reporjed to have gone down. 
Already there are complaints that 
jobs are being provided to many politi¬ 
cal comrades on the boards of these 
banks. No clearly defined credit policies 
are laid down so far and there is too 
much interference by the officials of the 
central government and the Reserve 
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Bank of India in the working of the 
nationalised banks. The "millions of 
small farmers with uneconomic small 
holdings and the small artisans and 
craftsmen with skill require help *n 
form of credit facilities which have 
not yet been granted to them by the 
banks. AH these serious drawbacks 
need to be rectified. 

Small Industry 

Very meagre provisions have been 
made for the development of village and 
cottage industries, khadi, handloom, 
handicrafts, coir and small scale in¬ 
dustries in the fourth Plan. It is neces¬ 
sary to provide much more for these 
industries as they are the most impor¬ 
tant instrument to provide massive em¬ 
ployment to our people to develop 
backward regions to reduce regional 
imbalances. 

Exports 

Before devaluation, our exports had 
touched Rs 1286 crores in the year 1964- 
65 (at post devaluation rate). In the 
five after the devaluation, our exports 
have increased to Rs 1410 crores in 
1969-70 i.e. an increase of Rs 124 
crores which means 10 per cent increase 
in ftve years. This works out to a growth 
rate of 2 per cent per annum in our 
exports in the third Plan period. This 
year our export trade has achieved a 
growth of about 3.8 per cent. At this 
sate, when and how shall we achieve 
our target of 7 per cent per annum in¬ 
crease in our export at the compound 
rate as envisaged in the fourth Plan. 

Unemployment 

The total lack of emphasis on 
employment is the greatest draw¬ 
back of the fourth Plan. Unemploy¬ 
ment and under employment are mount¬ 
ing. About 13 million persons are 
unemployed at present. To this will 
be added 28 million new entrants during 
the five years of the fourth Plan. The 
new jobs to be created during the fourth 
Plan do not come to more than 14 to 16 
million. Thus there will be a much 
bigger back-log of unemployment and 
under employment at the end of the 
fourth Plan than the staggering figure 
of unemployed in the country at pre¬ 
sent. 

Right to Work 

The starting point of all economic 
policy must," as Mahatma Gandhi 
used to stress, be employment. The 
Congress Party stands for the “RIGHT 
TO WORK” of every citizen. Every 
person who seeks work should be pro* 
vided with productive work. 

The A1CC therefore strongly re¬ 
commends that a statutory “National 
Employment Fund” be created for 


making resources available to provide 
work to every citizen. This should be 
an important charge on the central and 
state exchequers. The statutory fund 
may be of the order of Rs 1000 crores 
(about Rs 200 crores per year) and 
should be created out of the consolida¬ 
ted Fund of India. 

Well prepared productive programmes 
of rural works, well digging, tube well 
boring, digging and deepening of tanks, 
afforestation, rural roads, minor irri¬ 
gation, soil conservation, rural electri¬ 
fication, rural industries and other rural 
development programmes have to be 
urgently undertaken so as to provide 
employment to millions of our unemp- 
ployed people in the rural and urban 
areas. Drinking water has to be pro¬ 
vided to numerous villages as the highest 
priority. Housing activities should be 
much more-enlarged than envisaged in 
the Plan. AH these programmes will 
provide massive and widespread em¬ 
ployment. The resources needed for the 
employment programmes have to be 
accorded priority, as in the case of De¬ 
fence, in the national budget. 

Employment For Educated Youth 

Urgent attention has to be paid 
to provide employment to our 
educated youth, engineers and techni¬ 
cians. For the educated unemployed 
whose number is continuously rising at 
an alarming rate, a separate “National 
Corporation for Employment for Edu¬ 
cated Youth” with adequate funds 
would have to be set up to help similar 
state bodies to reorient wherever neces¬ 
sary the skills of young people and pro¬ 
vide them with financial and technical 
assistance for gainful employment. 

In both these programmes, for gene¬ 
ral and educated unemployed, 25 per 
cent of the allocation must be used in a 
manner whereby the benefiriaries are 
those who belong to the Schedule 
Castes, Scheduled Tribes, Harijans, 
Adivasis and other poor and backward 
sections of the society. 

Co-operatives and Panchayats 

Along with the massive programme 
for employment through rural works 
and rural development it is very essential 
to disperse and decentralise initiative 
and enterprise. In the programmes of 
of agriculture, small industries, rural 
development and all programmes com 
cerning weaker sections of the society, 
the greatest encouragement should be 

S ven to the development of Panchayati 
aj and the Co-operatives. The AICC 
deplores the recent reactionary steps of 
some state governments in winding up 
the Panchayati Raj or discouraging 
its healthy growth* The AICC also 


.. ./ July 3, 1970 

looks upon with regret the retrograde 
action of the West Bengali governor, 
in removing the non-officials from the 
co-operative ltadership and imposing 
officials on there democratic insti¬ 
tutions. 

Regional Imbalances ‘ *• 

Regional imbalances continue to exist. 
The fourth Plan does not indicate any 
effective steps to develop backward 
regions and backward states. The AICC 
is of the strong sjjew that regional im¬ 
balances should ob reduced by a dyna¬ 
mic and comprehensive programme 
backed by suitable incentives, for 
investments in and development of 
backward states and backward regions 
of the country. Special attention should 
be paid to chronic famine stricken 
areas. 

Resources 

The AICC realises that some in¬ 
crease in resources will be required to 
implement some of the basic changes 
suggested in this resolution. It is of 
the view, that considerable savings can 
be effected by economising administra¬ 
tive and non-plan expenditure which is 
continuously rising, by efficient work¬ 
ing of the public sector undertakings 
to full installed capacity contributing 
profits to the general revenues and by 
vigorous tapping of resources to be 
mobilised by convassing popular 
support. If necessary the expenditure 
on some of the sectors of the Plan can 
be spread over a slightly longer period 
so as to accommodate increased ex¬ 
penditure on the higher priority items 
such as agriculture, irrigation, provid¬ 
ing drinking water to villages, housing, 
small industries and employment pro¬ 
grammes. 

Inflationary tendencies continue to 
grow leading to the erosion of purchas¬ 
ing power. The AICC notes with serious 
concern the fact that according to the 
fourth Plan perspective, even in 1981, 
there will be a large section of our people 
whose income would be less than Rs 
20 per month. This indeed reveals a 
most sorry state of affairs. It is clear 
that only a strong and stable govern¬ 
ment at the centre and stable govern¬ 
ments in the states can impart vitality' 
and momentum to improve the state¬ 
ment of affairs. 

Self-Reliance 

The AICC emphasises that the econo¬ 
mic development in the country, must 
read to greater self-reliance which must 
be the major goal to be achieved through 
planning. The major essential changes 
suggested in this resolution wiliacceje- 
lerate the nation’s progress to self- 
reliance. 
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Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
ail at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
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for other metal can impart greater stiffness 
and strength with simpler assembly along 
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Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
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CXI the cabinet reshuffle the Prime Minister had a bad press. Few commentators 
could se4~ my national good in what she had done. To this critical chorus this journal, 
too, had Mn|,|ftppinhesitant voice. Nevertheless a second look at the new look wh||h 
^ SMnr lhas attempted to give to her council ministers seems to be in order, 

particularj£jjfr^f$i» case of the Finance Ministry. 
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central government in the field of banking 
and even monetary policies become hope¬ 
lessly confused or compromised on. On 
taking up office, Mr Chavan has been 
commendably busy consulting with the 
officials of the.Reserve Bank and it ' 
is to be hoped that he has already been 
able to recognize the importance and 
urgency of sorting out these tangled 
threads. Unless this job of tidying up is 
done properly, government operation 
of nationalized banking may become 
even more messy than it already is. 

Next in importance only to this or¬ 
ganizational task is the need for the new 
Finance Minister taking steps to give the 
nationalized banks proper custodians 
and boards without any further loss of 
time. Here, again, Mr Chavan may be 
expected to take firm and objective 
decisions. One or two custodians have 
already quitted. A few more may or 
may have to leave perhaps. Where 
the relinquishment of office is volun¬ 
tary, it is presumably because the per¬ 
sons concerned do not feel that, in the 
changed circumstances, they could use¬ 
fully continue at their posts; or, there 
may be other considerations, also of a 
personal nature. Where the departures 
of custodians are not precisely of a 
voluntary nature, the public is entitled 
to be satisfied that they are not the 
result of any attempt at political 


restaffiing by the government. The 
new Finance Minister has a fine oppor¬ 
tunity of winning a reputation for per¬ 
sonal and political integrity by conduct 
which is not only correct but is seen to 
be correct. 


These would be the essential preli¬ 
minaries to a wholesome restructuring 
of banking policy in the context of na¬ 
tionalization. The Finance Minister is 
no doubt aware of the need to conserve 
and utilise the resources of the banking 
system in such a manner that experi¬ 
ments in liberalization do not jeopardise 
the availability of credit for productive 
purposes in any sector of commerce or 
industry. It is also necessary to ensure 
that bank money is not allowed to 
be employed in an inflationary 
manner. Indeed one of the impera¬ 
tives of a good economic policy 
at the present time is that the Finance 
Minister should ensure that all the avail¬ 
able institutional finance should be 
properly directed towards productive 
investment. The government has lately 
been taking helpful decisions on new 
industrial projects. This is commen¬ 
dable and the Finance Ministry should 
see to it that its own machinery moves 
promptly to help provide institutional 
funds or assist in moblising foreign 
private capital for these schemes. 


Taming the White Elephants 


It is doubtful that the central govern¬ 
ment is fully aware of the scope that 
exists for generating sizable internal re¬ 
sources by the 61 running concerns in 
the public sector, which including 
Hindustan Steel Ltd, accounted for an 
aggregate outlay of Rs 3,534 crores on 
March 31, 1969, against Rs 3,104 
crorcs at the end of the previous year. 
There has been no attempt so far to 
assess correctly the working of these 
giant undertakings and find out why it 
has not been possible for them to cam, 
even fully, interest and depreciation 
charges though many units had reached 
the production stage several years back. 
The performance of running concerns 
in 1968-69 may now have only academic 
interest as another financial year is over 
and there is now discussion about what 
can be expected in 1970-71 of these 
and other concerns which have got over 
the stage of construction. But the re¬ 
sults for 1968-69 have a lesson of their 
own and a careful analysis of the losses 
and profits of the different units will 
indicate in what manner the surpluses 
can be augmented and the further de¬ 
velopment of the public sector can take 
place on a self-generating basis. 

The aggregate profit of 61 under¬ 
takings, before providing for deprecia¬ 


tion and interest charges, was higher at 
Rs 237.56 crores in 1968-69 against Rs 
182.04 crores in the previous year. 
But this was inadequate to provide fully 
depreciation and interest charges after 
amortising and writing off deferred 
revenue expenditure and providing for 
income-tax wherever necessary. Inte¬ 
rest charges rose to Rs 93.08 crores 
from Rs 69.72 crores and depreciation 
to Rs 139.70 crores from Rs 119.60 
crores. The amount written off on ac¬ 
count of amortisation and deferred 
revenue expenditure was Rs 14.37 
crores against Rs 11.14 crores while 
the provision for taxation was Rs 
17.28 crores against Rs 18.51 crores. 
There was thus a net loss, after making 
all these adjustments, of Rs 26.87 
crores against Rs 36.93 crores. The 
working results for 1968-69 may, there¬ 
fore, be considered more satisfactory 
than those for the previous year. But 
the return on investment, before pro¬ 
viding for depreciation and after allow¬ 
ing for interest charges, worked out to 
only 4.1 per cent against 3.6 per cent. 
If it is agreed that there should be at 
least a 6 per cent net return on invest¬ 
ments or a gross return of 12 per cent 
before taxation, the gross earnings, be¬ 
fore depreciation and interest charges, 
must be as much as Rs 671 crores and 


Rs 573 crores for the two years under 
reference. This would mean 
that there will have to be a near trebKng 
of gross earnings that were actually 
reported in 1968-69. If such ,an im¬ 
pressive generation can take place 
annually, the problem of finding re¬ 
sources for expansion and modernisa¬ 
tion schemes of the running concerns 
would not be so acutely felt as now. . 

It may be asked whether the assump¬ 
tions are not extravagant and whether 
it would be feasible to generate internal 
resources of the order suggested above. 
It can be stated straightaway that an 
average gross return of 12 per cent, 
before taxation and after depredation, 
can be easily attained especially as 
there are many units which are capable 
of securing even a higher return on their 
investment. The main difficulty has 
arisen because of the inefficient working 
of a few giants. The HSL, which accoun¬ 
ted for an investment of Rs 1,099 
crores in 1968-69 could earn only a 
gross profit of Rs 48.23 crores against 
Rs 38.73 crores in 1967-68, which 
was not even adequate for 
providing depreciation charges, not to 
speak of making interest payments. 
These heavy losses are due to the output 
of the three major units particularly 


CORRECTION 

In an article entitled “Banking Basinet in 
Mysore State", published in the issae of this 
journal dated Jane 26,1970 (page 1114). It ma 
erroneously stated that the Canara Banking 
Corporation was one of the 14 commercial hanks 
which wen nationalised hut year. The refer¬ 
ence should ban been to the Canara Bank, 
which was fomaled ia Mangalore in June, 1906. 
The Canon Banking Corpontlon Ltd, which 
saw the light a mouth earlier, also in Mangalore, 
is, happily, still wry much in the prints sector 
and is one of the leading banks in Mysore 
state. Eastern Economist regrets the error and 
apologises to the reader and also to the anther 
of the article who nos not responsible fur the 
error. 

—Editor 


that of Durgapur being considerably 
below rated capacity. There may be an 
improvement in the working results of 
the Rourkela and the Bhilai units 
in the ^current ^ year ^though Durga- 

and the output is currently running at 
only 50 per cent of the capacity even 
though there is an acute shortage of 
steel. By raising operating efficiency 
and making the best use of existing 
facilities, HSL will not only be enabling 
the country to save larger amounts in 
foreign exchange through the displace¬ 
ment of imports, but also hdping the 
government to earn sizable surpfttses. 
The labour problem must be solved 
somehow as the investment in HSL 
works out to nearly 30 per cent of the 
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construction. The equity capital of 61 
concerns as on March 31, 1969, was as 
much as Rs 1,540 crores. Assuming 
that the government will have to pay an 
average interest rate of 5 per cent on the 
corresponding debt representing this 
investment, unrecovcred interest char¬ 
ges amount to as much as Rs 75 crores 
annually while there was actually a loss 
of Rs 27 crores. This would suggest 
that even for relieving the burden on 
the exchequer, there will have to be an 
improvement in gross earnings by.Rs 
100 crores. It may, of course, take 
quite sometime for the different units to 
declare dividends as there were accumu- 

Sales Tax on 


lated losses of as much as Rs 442 crores, 
HSL alone accounting for Rs 167 
crores. This may have increased 
in 1969-70 taking the total to perhaps 
well over Rs 460 crores as HSL is re¬ 
ported to have suffered again heavy 
losses while the other giants too might 
not have improved upon their earlier 
performances significantly. But the 
year 1970-71 may well prove to be a 
turning point in the history of the public 
sector undertakings if there is a sincere 
effort to streamline their operations and 
set a pace for improvement on the basis 
of specific financial and physical tar¬ 
gets. 

Cotton Textiles 


aggregate investment in 61 running 
concerns. 

Apart from HSL, the other units 
which are making heavy losses are 
Heavy Engineering Corporation, Indian 
Drugs and Pharmaceuticals, Mining 
and Allied Machinery Corporation, 
Heavy Electricals, Bharat Heavy Electri¬ 
cals and Neyveli Lignite Corporation. 
There were actually 10 concerns which 
made losses of over Rs l crore in each 
case, the total loss in 1968-69 on account 
of these units being Rs 47.47 crores 
against the aggregate loss of Rs 52 81 
crores for 25 units. The loss sustained 
by 10 units in 1968-69 was higher than 
in the previous year because of the poor 
working of Indian Drugs and Pharma¬ 
ceuticals and Mining and Allied Ma¬ 
chinery Corporation. The Heavy En- 

i pneering Corporation too added to its 
osses. But there were some units which 
were on the way to getting out of the 
red. With a stepping up of production 
by taking advantage of a growing de¬ 
mand for the products, the list of losing 
companies can certainly be reduced. 

The financial position of the public 
sector undertakings can thus be vastly 
improved if there is a concentrated 
effort to reorganize the working of HSL 
and Heavy Engineering Corporation 
and help the heavy electrical units to 
turn out a large volume of heavy electri¬ 
cal equipment. A surgical operation's, 
of course, necessary for streamlining 
the functioning of the Indian Drugs and 
Pharmaceuticals and the Mining and 
Allied Machinery Corporation. There 
will probably have to be a change in the 
pattern of production of the drug units 
while the Mining and Allied Machinery 
Corporation should undertake other 
forms of activity. In the case of the 
heavy electrical units, it is only a ques¬ 
tion of maximising production and meet¬ 
ing the demand for heavy electrical 
equipment from indigenous sources as 
far as possible. As even in the second 
year of the fourth Plan shortages have 
emerged and the implementation of steel, 
power, irrigation and other projects 
has been held up due to non-availability 
of common and alloy steels, heavy en¬ 
gineering equipment and electrical 
machinery, the central government 
should realise its responsibilities and 
make good use of the vast facilities 
that exist for stepping up the output of 
steel, heavy engineering items and elec¬ 
trical equipment. 

The heavy burden on the tax-payer 
on account of the huge losses sustained 
by the public sector undertakings will 
be evident from the fact that the govern¬ 
ment is obliged to bear fully the a ‘inte¬ 
nt charges’on the equity capital of 
the running concerns apart from thfc 
capital locked up in units still under 


State governments could not have 
chosen a more inopportune time than 
the present to clamour for the rc-i re¬ 
position of sales tax on cotton textiles 
, and the termination of the present 
arrangement whereby the central go¬ 
vernment collects additional excise duty 
in lieu Of sales tax and distributes it to 
the states in the manner prescribed by 
the relevant central enactment. The 
textile industry has been passing through 
a crisis, in all conscience, in practi¬ 
cally every state and more particularly 
in states such as West Bengal, where 
there was yet another textile strike in 
June involving about 50,000 workers. 
Reportedly, 16 mills are already closed 
there, throwing out of employment 
some 20,000 workers. Even in Gujarat 
and Mahaiashtra, where the industry 
once prospered, mill after mill has been 
turning sick, if not closing down. State 
governments, which thought they could 
do better, took over some mills and ran 
them, arc the wiser for their experience 
and feeling that the more prudent course 
for them would probably have been to 
let the industry manage its own affairs 
and be content with only helping it to 
get along as best as it can. To keep 
things going even in the admittedly un¬ 
satisfactory way as has being done. 


the Maharashtra government has had 
to grant exemption from octroi duty 
lo one of the mill units owned by it. 
And all this is due to the fact that the 
industry is today faced with the problem 
of unduly rising costs and unbelievably 
shrinking profits. With wages and taxes 
taking a preponderant share and raw 
material costs also claiming their 
soaring share, profits in the cotton mill 
industry have verily shrunk to a level 
at which to run a mill has ceased to be an 
economic, not to speak of attractive 
proposition, be it under private or pub¬ 
lic management. 

Against this reality, it is bprd to be¬ 
lieve that state governments could 
even tolerate, let alone seriously spon¬ 
sor a suggestion of the type referred to 
at the outset. But that is the latest 
hard reality that confronts the cotton 
mill industry, according to mill sources. 
Driven to the wall, as it were, mill- 
owners have made a detailed represen¬ 
tation setting out the reasons for their 
unqualified opposition to the proposal 
in question. It is so well reasoned and 
constructive that the authorities may 
not disregard it. And, to ensure it, we 
feel, there must be a greater public 
awareness too of the industry’s case in 
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this behalf, than seems ig, be the case 
today. 

Briefly put, the industry’s case is that 
the existing system has worked all 
right, in that its merits have been 
acknowledged by such expert bodies as 
the Finance Commission as well as the 
Planning Commission. Its representa¬ 
tion clearly establishes that, under the 
present dispensation, the stale exche¬ 
quers have greatly benefited so that 
they have really no cause for grouse. 
Finally, it insists — and justifiably so 
— that, if there is to be a reversion to 
the system that obtained before, it 
should be status quo ante complete and 
not one that retains all the gains but 
ignores all the reliefs, as it may well 
transpire. 

The recapitulation of developments 
leading to the prevailing system 
may not be out of place here. 
Ironically, it is on the categorical re¬ 
commendation of the same National 
Development Council (NDC) that has 
now remitted this question to a Commi¬ 
ttee of Chief Ministers to go into the 
question that the present system was 
introduced. Way back in the fifties, 
when state governments felt the need to 
minimise sales tax evasion and remove 
the difficulties of the trade arising from 
the diversity in the sales taxes of diffe¬ 
rent states, the NDC raised the question 
of replacing sales tax by excise duty. 
After considerable debate, the NDC de¬ 
cided that sales tax levied by state go¬ 
vernments on mill cloth, sugar and to¬ 
bacco should be replaced by a suitable 
surcharge on union excise duties and 
that the proceeds thereof should be 
distributed to the states, subject, how¬ 
ever, to one condition. The condition 
was that each state should get as its 
minimum share its existing collections 
of sales tax on these three commodities. 
Everybody agreed and the then union 
Finance Minister disclosed in the Rajya 
Sabha, on August 30, 1957, that the 
central government proposed replacing 
both the central and states’ sales taxes 
on textiles, sugar and tobacco (both raw 
and finished product) by an additional 
excise duty. He added that a bill to this 
effect would be introduced no sooner 
than the Finance Commission (which 
had then been constituted) finalised the 
formula for distributing the proceeds 
of the said additional excise duties 
among the different states. The Finance 
Commission finalised the formula in 
its report laid before the Lok Sabha on 
November 14, 1957 and the state finance 
ministers, who met in New Delhi on 
November 18,1957, accepted it. 

Accordingly, the central government 
brought out a bill — Additional Duties 
of Excise (Goods of Special Importance) 
Bill on December 13, 1957 to give effect 
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to this decision. State governments, in 
turn, introduced their respective Sales 
Tax Laws (Special Exemptions) Bills to 
exempt from sales tax certain goods co¬ 
vered by the central bill. It is note¬ 
worthy that the Bombay Sales Tax 
(Special Exemptions) Bill took care 
clearly to set out the reasons prompting 
the central as well as the state govern¬ 
ments to replace sales tax by additional 
excise duty as follows: 

“To minimise evasion of tax and 
also to remove the difficulties of the 
trade regarding the existing diversity 
in the sales taxes of different states 
and maintenance of elaborate 
accounts, the Government of India, 
with the concurrence of the state 
governments, have decided that sales 
tax levied in states on certain mill- 
made textiles, sugar and tobacco, in¬ 
cluding tobacco products, should be 
replaced by additional union excise 
duties on these commodities.” 

Alongside of this, state governments 
also withdrew the concessions to the 
industry, which had been available until 
then, regarding sales tax leviable on 
raw materials, stores, etc., for the manu¬ 
facture of finished products for sale. 
This unkind act actually amounted to 
imposing an additional tax burden and 
was promptly pointed out to the state 
government, whereupon the question 
was referred to a Sales Tax Enquiry 
Committee that had been appointed. 
Thej enquiry committee, however, did 
not suggest the continuance of tne 
exemption, but only recommended sepa¬ 
rate relatively lower rates on cotton and 
fuel, lubricants, etc., and these re¬ 
commendations were accmted by the 
state government and an ordinance was 
promulgated in January, 1959, to give 
effect to these. Thus ended the sanctity 
attached to the well-recognised principle 
that raw materials, stores, etc used in 
the manufacture of finished goods for 
sale should not be taxed. Worse still, 
even these conscessions were withdrawn 
in 1961, to be only partially restored 
after another strong protest by the in¬ 
dustry. Today, the Maharashtra go¬ 
vernment alone raises from the textile 


It is becoming increasingly clear that rapid 
economic development in this country can only 
be made possible by a tripartite agreement bet¬ 
ween India, Britain ana the United States. 
Britain comes in because sfcecontrols our sterl¬ 
ing resources, with which alone we can buy 
abroad the requisite quantity of capital goods 
and technical assistance. But it is not a purely 
economic problem. Politics is the governing 
factor. Had we been a self-governing country, 
we certainly could have used political and/or 
economic sanctions to recover both directly and 
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industry R$ 5 crorcs per annum on 
account of sales tax on raw materials, 
stores, etc. All the states together net 
in, in this way, about Rs 25-30 crores 
from the textile industry over and above 
die nearly Rs 22 crores by way of addi¬ 
tional excise duty which the centre col¬ 
lects. Before the system was changed, 
it may be noted, the states were getting 
a total yield of only about Rs 17 crores. 
Thus, the industry has been subjected 
to staggering taxation at the hands of 
both the central and state governments, 
as also local governments, on its manu¬ 
factures as well as on the raw materials 
that go into such manufactures. 

In view of the substantial gains that 
state governments have reaped already 
by unjustifiably withdrawing the con¬ 
cessions in sales tax previously avail-* 
able to the industry, the millowncrs are 
perfectly justified in demanding that, in 
the event of any switch-back to the 
position obtaining prior to conversion 
into the system of additional excise 
duties, they should be granted the bene¬ 
fit in sales tax as before in respect of 
their purchases of raw materials, stores, 
etc. Surely, the states cannot eat the 
cake and have it. If, unf ortunately, the 
proposed switch-back to sales tax 
takes place without concessions ax be¬ 
fore, it would be a further burden on the 
industry. Nay, it may turn out to be the 
last straw on the camel’s back. As it is, 
textile prices are high enough to attract 
stiff consumer resistance. Even a slight 
further rise that any unimaginative deci¬ 
sion of state governments may occasion 
will simply not be tolerated by the con¬ 
sumer. oppressed as he is even otherwise 
by the all round price spiral. Today, 
state governments are being called 
upon to take over sick and closed mills. 
If they revert to a sales tax system they 
wisely abandoned years ago and that 
too without its original redeeming 
features, they may have to take over 
not only sick and closed mills but 
textiles stocks also of all good mills and, 
a little later, perhaps, the good mills 
themselves. They will do well, therefore, 
to pause and not precipitate any further 
crisis. 


indirectly what is due to us from Britain. We 
would have, at the least, got out of the sterling 
bloc and linked the rupee to the dollar, as 
Canada has done to her great profit and ad¬ 
vantage. . Imperial preference would have been 
abandoned. We could have effectively insisted 
on A-I priority on Britain’s productive capacity, 
for has she not enjoyed, in fact enforce for the 
last six years, the first daim on our resources 
in absolute preference to even the most 
elementary needs of the nationals of this 
country? 


£Hconombt 25 If eat6 -Qgo 


JULY 13, 1945 
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The 'Generalist* and the ‘Specialist’ 

DR A- APPADORAI 


A recent press report says that the 
Committee of Secretaries of the Go¬ 
vernment of India has rejected the pro¬ 
posal (made by the Administrative 
Reforms Commission) to divide ser¬ 
vices into ‘generalists* and ‘specialists* 
on the plea that at higher levels it is the 
ability to manage that is required, not 
technical knowledge. 

To understand the proposal made by 
the Administrative Reforms Commis¬ 
sion and its reported rejection by the 
Committee of Secretaries, some back¬ 
ground of the growth of public ad¬ 
ministration in recent times is essential. 

Age of Specialists 

Public administration in the modem 
social service state — or welfare state 
as it has developed in India — touches 
on a variety of matters in addition to 
the maintenance of law and order and 
protecting the state from external 
aggression: planning, economic ad¬ 
ministration, industrial development, 
agricultural and rural development 
administration, social and educational 
administration including such things 
as public health, family planning and 
youth services, export promotion and 
public relations. In particular, economic 
development is crucial to India. That 
is now mainly the job of the miners, 
industrialists, engineers, town planners, 
agricultural scientists, doctors, econo¬ 
mists, statisticians' and the researchers 
in science and other technical fields. 
These have hardly any voice in formula¬ 
ting policy as that is left to the general 
administration, and the proposals they 
make may be processed by the genera¬ 
list without adequate comprehension 
of the issues involved. The frustrated 
specialist often grumbles that he is al- 
always “on tap’* for the generalist, but 
his specialized knowledge is not ade¬ 
quately utilized. Their own solution 
to the problem is to accept more widely 
the principle adopted in the Ministry 
of Atomic Energy where the Chairman 
of the Atomic Energy Commission is 
ex-officio Secretary of the Ministry. 
The administrative machinery evolved 
in a “police state”, they say, hardly 
suits the “welfare state” of our times. 
Professional competence must be given 
its due place in the administrative struc¬ 
ture. 

To concern ourselves, here, only with 
.the top hierarchy of the civil service 


represented by the secretaries, addi¬ 
tional and special secretaries and joint 
secretaries at the headquarters, — i.c. 
in the secretariat — responsible for 
policy making and management, it may 
be said that the Administrative Re¬ 
forms Commission accepts this conten¬ 
tion. 

The commission says that the IAS, 
which is the main general purpose ser¬ 
vice, start their career in the districts 
but soon get dispersed to various posts 
which cover different functional areas. 
“The pattern of this Service is that of a 
general purpose service and at present 
its members are required to hold the 
higher posts in different functional 
areas in the states, in the field offices as 
well as the headquarters organization. 
This service is closely patterned on the 
ICS of the pre-Independence era. In 
view of the increasingly complex and 
multifarious functions of present day 
administration, a general purpose ser¬ 
vice will have limited scope and utility 
as such.** 


Functional Posts 

To adapt the administration to pre¬ 
sent day needs, the commission re¬ 
commended that senior management 
posts in which the knowledge of the sub¬ 
ject matter or the function is as impor¬ 
tant as managerial ability, should be 
classified as functional posts; for 
example, posts like that of the Engineer- 
in-Chief, CPWD, members of the 
CW &PC and members of the Railway 
Board, P&T Board and Central Board 
of Direct Taxes clearly fall within the 
functional area. These posts should 
be filled up by the relevant functional 
cadres — technical or non-technical, 
as the case may be. For other posts of 
this kind, the necessary functional ex¬ 
perience will be available in the all- 
India services, the central services, and 
among the specialist like engineers, 
scientists, economists etc. All posts in 
senior management should be analysed 
and those which require subject-matter 
or functional experience must be assign¬ 
ed to the corresponding service. Brief¬ 
ly senior management posts in functional 
areas should be filled by members of 
the respective functional services. 
Senior management posts outside the 
functional areas should be filled by 
officers who have had experience as 
members of the policy and management 
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pool worked out by the commission, 
formed partly out of general-purpose 
officers. They add that the selection 
for senior management posts in the 
functional areas as well as outside the 
functional areas, will be made by a 
committee consisting of the Cabinet 
Secretary, the Secretary of the De¬ 
partment of Personnel, and one of the 
senior secretaries. There should be no 
fixed (enure in senior management 
posts. 

We are in a position to discuss the 
view taken by the Committee of Secre¬ 
taries to Government stated at the be¬ 
ginning of this article. The basic ques¬ 
tion raised is whether, at the higher 
management level in the headquarters 
of government (the secretariat), there 
is need for two separate cadres, hierar¬ 
chies, the functional and the non-func¬ 
tional, or if one cadre v more appro¬ 
priate. 

Role of Generalist 

In discussing this basic question, two 
points, 1 suggest must be borne in 
mind; 

First, as V. Shankar points out in a 
note appended to the Report of the 
ARC, it will not be correct to under¬ 
estimate the role played by the genera¬ 
list in administration. Immediately be¬ 
fore and after partition, afid subse¬ 
quently there have been unprecedented 
developments in the economic and 
social fields;“but for the whole-hearted 
co-operation and devotion to duty of 
the various services, particularly the 
old and the new all-India services, it 
would not have been possible to achieve, 
in the short period of three years, not 
only the ringing out of the old but also 
the ringing in of the new, to maintain 
law and order with such consummate 
success, to bring about unity and inte¬ 
gration of the country and to lay the 
foundation of a new India. The history 
of those three years of quick decisions, 
far-reaching achievements and evolu¬ 
tion and enunciation of broad policies 
in many spheres of national activity is 
a tribute not only to the eminent lea¬ 
ders in whose hands destiny placed the 
power and authority to work out the 
shape of things to come but also to the 
large body of civil servants and military 
personnel who helped them with un¬ 
flinching loyalty in that task.*’ 

Second, is it quite true that in de¬ 
cision-making the scientist or the techno¬ 
logist is being ignored or is not having an 
adequate voice? It has been held that 
this may have been true a decade ago 
but certainly not today when the rela¬ 
tions between the minister, the secre¬ 
tary to the government and the scienti¬ 
fic or technical heads of departments 
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are becoming closer and clbser still and 
not unoften a minister has direct access 
to the scientific or technical head of the 
department. It is only in the secretariat 
that the generalist may be said to pre¬ 
ponderate but the dialogue between 
the higher levels of a ministry and the 
higher levels of a department is fairly 
close, intimate and frequent and it is 
not the lower strata of generalists which 
calls the tune. 

Need for Training 

The most important factors contri¬ 
buting* to success at the higher levels of 
administration are a high level of intel¬ 
lectual ability, a continuing awareness 
of developments in the modern world, 
an eagerness to benefit from experience, 
a willingness to undertake risks, 
wide-ranging experience, intimate know¬ 
ledge of departmental administration 
and a strong determination to achieve 
desired results. A pool of men drawn 
from the services, functional or non¬ 
functional, possessing these qualities 
should form the source of recruitment 
for the top management personnel; 
no separate hierarchies are necessary. 
This would appear to be the substance 
of the proposal of the Committee of 
Secretaries, or the Press Report re¬ 
ferred to above adds that the Secre¬ 
taries Committee has accepted the ARC 
recommendation on training of senior 
personnel. The proposal is to open an 
administrative college for officials 
who have served for more than 15 
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years. Even officials from technical ser¬ 
vices could be sent to this college to 
give them higher management skills. 

Best Man for the Job 

It is interesting that this view finds 
confirmation in the Report of the 
(British) Civil Service Committee 1966- 
68. After ably analysing the structure of 
the civil service as it then existed, the 
committee came to the following con¬ 
clusion; We believe that the principle 
of the best man for the job should apply 
between civil servants of different occu¬ 
pations no less than between those who 
enter the service with different levels 
of educational qualification. No posts 
should be the preserve of any one 
group, except in so far as individuals in 
the group may be uniquely qualified for 
them. The structure should enable all 
civil servants, whatever their back 
ground, skill or discipline, to make their 
full contribution to the work of govern¬ 
ment: in particular, scientific and other 
specialist staff should be able to bring 
their professional training and outlook 
to bear effectively upon today’s major 
problems of policy-making and manage¬ 
ment. This means an open road to the 
top of the Service for all kinds of talent. 

The Committee of Secretaries, it 
seems to me, is right in its reported 
recommendation in favour of a unified 
management pool, thus rejecting the 
two hierarchies suggested by the 
Administrative Reforms Commission. 


Worker—Management Partnership 

A CORRESPONDENT 


Some time ago a statement was made in 
the Rajya Sabha by Mr Bhagwat Jha 
Azad, Minister of State for Labour 
and Employment, that government is 
working out the details of a scheme to 
include workers* representatives on 
boards of directors of certain public 
sector undertakings and is considering 
how workers can be enabled to have a 
share in the management. Mr Azad said 
that the workers’ representative would 
be one working in the undertaking, 
would have experience on the shop floor 
and could be given training in manage¬ 
ment after being nominated. Before 
this, the union Minister for Labour, 
Mr D. Sanjivayya had made a state¬ 
ment at one of the meetings with news¬ 
men that government has decided to 
associate workers in the management of 
public sector undertakings by appoint¬ 
ing an employee as director and that 
this was along the lines of the recom¬ 
mendations made by the Administra¬ 
tive Reforms Commission. It is rather 
strange that government proposes to 
take action on the assumption that this 


proposal has been recommended by the 
ARC, when in fact the ARC has not re¬ 
commended it. To quote the exact 
words in the ARC report on the pbulic 
sector undertakings, “We have con¬ 
sidered the desirability of including a 
representative of workers in the board 
of management. Such an arrangement, 
if worked in the proper spirit, can have 
a number of advantages. It can give 
workers a greater sense of partnership 
in the management of the enterprise 
and in turn the board will have the bene¬ 
fit of the view point of the workers. 
However, the experience of some other 
countries in this regard does not fortify 
us in making such a recommendation at 
the present stage of our socio-economic 
development. However the presence of 
a non-official member who had long and 
intimate experience of working in the 
trade union organisations would be an 
advantage.** 

To have a person with trade union 
experience as director is quite a diffe¬ 
rent thing from taking a worker direc¬ 
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tor of the particular undertaking and is 
less objectionable. In fact, on a few 
boards of public sector concerns there 
is already a nominee with such ex¬ 
perience, but such a person is never a 
worker of the undertaking or connected 
with the trade union of the under¬ 
taking. In the UK also labour represen¬ 
tatives in nationalised industries have 
been selected from unions unconnected 
with the particular nationalised in¬ 
dustry. Recently an experiment has been 
made by the British Steel Corporation 
of having employees as directors, but 
these persons function in the group 
board other than the group in whick 
they work. It might be mentioned here 
that the majority of the Royal Com¬ 
mission have definitely recommended 
against the appointment of workers as 
directors. They have pointed out that 
such representation may be harmful. 

Better Understanding 

Such an office might expose its holder 
to an intolerable strain when decisions 
unfavourable to the workers have to be 
taken in the interests of the company 
as a whole. A concurring vote by the 
worker director might be unavoidable if 
he is to do his duty as a director, and yet 
could easily be misunderstood or mis¬ 
represented. The result might be to 
open a gap between the workers and the 
workers’ director which it would be 
extremely difficult thereafter to bridge. 
In effect he would cease to represent 
them. Another difficulty would be to 
define equitably the extent to which a 
worker’s director should bear res¬ 
ponsibility with the other members of 
the board for their decisions. 

Apart from these very weighty ob¬ 
jections there are other serious objec¬ 
tions. There are decisions of courts 
that the directors of a company have to 
function, in a sense, as trustees for the 
owners of the undertaking and must act 
in the interests of the undertaking. To 
introduce an element in the board with 
interests which, on vital matters, con¬ 
flict with the undertaking would obvi¬ 
ously be harmful. Management func¬ 
tions cannot be exercised by two groups 
with opposing interests. Worker re¬ 
presentatives on the board would in 
effect have to perform two inconsistent 
functions. They must necessarily 
support the union’s demand against 
the management in regard to union's 
claims for higher wages, bonus etc. 
(otherwise they would forfeit all confi¬ 
dence of the union concerned and the 
workers and in effect cease to represent 
them), and at the same time share 
management responsibility. The Na¬ 
tional Labour Commission and its va¬ 
rious study groups have reported that 
joint management councils have not 
been a success. The results of having 
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worker directors are sure to be worse for 
the reasons given above, apart from the 
anomalous situation of pitchforking a 
worker in a position in which he would 
function ** a director and at the same 
time work under a supervisor or mana¬ 
ger. Worker participation in manage¬ 
ment has been tried in countries where 
the political and industrial system is 
different e.g. Yugoslavia, but such 
systems cannot be imported in a 
country where the conditions are diffe¬ 
rent and where in many cases workers 
have to depend on outsiders for manag¬ 
ing their own unions. It has been ob¬ 
served by a Yugoslavian writer, Zivan 
Tame, in his book on Workers' Parti¬ 
cipation in Management in India, “It 
appears that the experiment of workers’ 
participation in India is not only at the 
lowest level of evolution, but also that 
workers, unions, employers do not have 
.any real interest in its success. The 
necessary economic, social, political 
and cultural conditions concomitant to 
the success of the experiment are not 
ripe in India." 


Industrial Co-partnership 

Coming now to the other proposal 
to make workers shareholders there has 
been no demand for such schemes from 
organised labour nor has the National 
Labour Commission recommended any 
such schemes. The Royal Commission 
on Labour has in its recent report stated 
that such schemes cannot be an accep¬ 
table substitute for the reform of in¬ 
dustrial relations and that schemes of 
of this kind have suffered in trade union 
eyes from a suspicion that they have 
been designed to attract the loyalty of 
workers at the expense of the unions. 
Such schemes referred to as “industrial 
co-partnership” have made little pro¬ 
gress even in the western industrialised 
countries. English and American writers 
who have written on the subject have 
commented on the high death rate of 
such schemes. 

There is, in this country, already a 
profit sharing scheme under the Pay¬ 
ment of Bonus Act by which 60 per 
cent of the desirable surplus from out 
of the profits, after deducting certain 
prior charges like depreciation and 
minimum return on capital and reserves, 
are allocated to the workers, subject to 
a minimum and maximum. The system, 
instead of promoting any feeling among 
the workers of partnership in industry, 
has frequently given rise to acrimoni¬ 
ous disputes, strikes and litigation. 
There is no reason to suppose that an 
additional scheme of giving sharehold¬ 
ings to workers would achieve what the 
profitbonus system has failed to achieve. 
The Bonus Commission also conceded 
that the protit bonus sytem has little 
incentive eflfcet and that incentives to 
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efficiency can operate only under pro¬ 
perly conceived production bonus 
schemes which establish direct re¬ 
lationship between productive efficiency 
and higher earnings. It is desirable that 
the Labour Ministry should not experi¬ 
ment with dubious schemes like taking 
workers as directors or giving share¬ 
holdings to workers, in the public sec¬ 
tor. The public sector has not been 
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giving adequate returns to the commu¬ 
nity and schemes like these are likely to 
prove further handicaps to the public 
sector and will not evoke any more 
sense of service of the workers to the 
community, which is the employer* 
than the large expenditure on any town¬ 
ships and welfare expenditure, in the 
name of the public sector being a 
“model employer”, has done. 


West Bengal's Cry of Distress 


P- THANKAPPAN NAIR 


According to a study undertaken by 
the Indian Chamber of Commerce, 
West Bengal accounted for 28 per cent 
of the country’s industrial production 
till 1948. The figure came down to 
about 14 per cent in 1967. While the 
total growth rate of industrial income 
for all India was five per cent per 
annum between 1960-61 and 1967-68, 
it was 2.7 per cent in West Bengal. 
It was as high as nine per cent in some 
other states. There has been a definite 
trend of fall in production in various 
industries in the state during 1968 and 
1969. (Table I) 

As against the increase in all India 
income by 26 per cent during 1960-61 
to 1967-68, West Bengal’s income is esti¬ 
mated to have risen by about 18 per 
cent. It was between 32 per cent and 
59 per cent in certain other states. 
The per capita income in West Bengal 
at 1951-52 prices was Rs 329 in 1966-67, 
Rs 342 in 1967-68 and Rs 334 in 1968-69. 
(Table II) 

For the whole of India agricultural in¬ 
come during 1960-61 to 1967-68 in¬ 
creased by 10 per cent. The increase in 
West Bengal was 5 per cent. In Punjab. 
Gujarat and Rajasthan the growth 
rate was as much about 30 per cent. 

Most of the states are having sub¬ 
stantial increase in the outlay for the 
fourth Plan. For example, the outlay 
in Maharashtra’s fourth Plan was in¬ 
creased, as compared to the third Plan, 
from Rs 433 crores to Rs 898 crores. 


For Tamil Nadu the corresponding 
figures increased from Rs 342 crores to 
Rs 519 crores. For West Bengal the 
increase has been only Rs 17 crores. 
This is indicative of the fact that a higher 
rate of development is not visualised 
in the state. 

In industrial relations West Bengal 
presents a miserable picture. Out of 
16.6 million man-days lost in the whole 
of India in 1969, West Bengal account¬ 
ed for over 10 million. (Table III) 

The faith in bipartite and tripartite 
negotiations through government ma¬ 
chinery has been completely shaken 
due to widespread violence add 
coercion. A large number of factories 
have remained closed throwing out 
of employment several thousand 
workers and nothing so M has 
been done to make the closed factories 
viable and to reopen them. The 
backlog of unemployment in West 

Table II 

INCOME AND PER CAPITA IN¬ 
COME IN WEST BENGAL 



State 

Income 

(at 

1951-52 
prices) 
(Rs crores) 

Per capita 
income 
(at 

1951-52 

prices) 

(Rs) 

1966-67 

1,306.8 

329 

1967-68 

1,386.8 

342 

1968-69 

1,382.1 

334 


Table I 


PRODUCTION IN SELECTED INDUSTRIES JN WEST BENGAL 


Items 

Unit 

4 

January 

1968 

June 

1969 

Jute textiles 

Lakh metric tons 

5.8 

4.3 

Paper 

Million Kgs 

66.5 

33.5 

Matches 

Million gross 
boxes 

4.1 

3.5 

Sulphuric Add 

’000 metric tons 

49.4 

39.3 
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Bengal was 1.5 million .which is spurt* 
ing to 3 million at the end t>f the fourth 
Plan. lob opportunities in the private 
sector in 1969 were estimated to be 24 
per cent less than in the previous year. 
While the average daily employment 
in factories in all India increased during 
the last three years, it came down in 
West Bengal from 840,000 in 1966 to 
817,000 in 1968. 


Table III 

WORK STOPPAGES AND MAN- 
DAYS LOST 


• 

Stop¬ 

pages 

Workers 

involved 

Man- 

days 

lost 



(’000) 

(’000) 

1967 

438 

165 

5,016 

1968 

417 

263 

6,723 

1968 (Jan- 
Sept)„ 

360 

228 

5,518 

1969 (Jan- 
Sept) 

710 

645 

8,549 


At the end of the third Plan the 
backlog of unemployment in West 
Bengal was 1.5 million which is going 
to be 3 million during the fourth Plan 
at the current rate of employment 
opportunities. According to Employ¬ 


ment Exchange figures, job opportuni¬ 
ties in the private sector in 1969 were 
24 per cent less than in the previous 
year. The figures of the average daily 
employment in factories are given in 
Table IV which show the declining trend 
of the employment in the state. 

Tablb IV 

AVERAGE DAILY EMPLOYMENT 
IN FACTORIES 

(’ 000 ) 



West 

All-India 


Bengal 


1966 

840 

44,84 

1967 

832 

45,23 

1968 

817 

45,23* 


•Provisional. 

Over half a million people are added 
to the ranks of the unemployed every' 
year in the state. There is also the in¬ 
flux of refugees and job seekers from 
other states. Land in West Bengal is 
limited. The only solution is to find 
jobs in industry and in building 
activity such as house and road const¬ 
ruction badly needed in the state. The 
problem is so vast that at least 
200,000 people should find jobs every 
year in industry. Employment of the 


above scale in industry will call for 
large-scale productive investment which 
may be anywhere to the tune of Rs 
300 to 'Rs 400 crores per year. The 
figure may appear large but is not im¬ 
possible to achieve considering; the 
fact that during 1962 to 1966 the in¬ 
vestment of productive capital in West 
Bengal averaged around Rs 180 crores. 
It was between Rs 230crores and Rs 240 
crons in 1962 and 1965. If conditions 
in the state had remained normal this 
investment would have progressively 
increased. But, capital has now become 
extremely -shy in the state and is pro- 
pressively moving out to other parts 
of the country. This poses the greatest 
challenge and calls for a climate of 
confidence in industrial and business 
activity and positive efforts to attract 
capital and enterprise in the state. 

Basically the factor that conditions, 
investment is a climate of confidence. 
During recent years such a climate has 
not existed in the state. Violence and 
coercion in industry and lack of law 
and order have done much damage to 
theindustrial and investment climate in 
the state. Only so long as there is peace¬ 
ful industrial climate and the reto of law 
prevails that industry and enterprise can 
function effectively and expand. Even 
during the President’s rule, when confi¬ 
dence was gradually reviving, there 
have been several instances of violence 
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Twice a year, businessmen and research 
workers from more than 80 nations 
converge on Leipzig, the great centra of 
East/West trade, the growing forum of 
technological development. 

In the Fair ground at Leipzig this autumn 
there will be compreheneive international 
displays of basic chemicals and raw 
materials, wood-working machinery and 
toole, automotive products, cameras and 
photographic equJpmafrt, and medical and 
laboratory equipment, as well as furniture 
and home furnishings, teaching aids and a 
complete holiday and leisure exhibition. 
"Atoms for Peace" will be the theme of a 
special Comecon Exhibition of 
Nuclear Physics which will be presented 
during the Fair. , v 

In the city centre of Leipzig the 
Autumn Fair will include international 
displays of consumer geode arranged 
in 2$ trade sections. 
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New Dates 14/23 March 
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July 10, 1970 

and coercion. Residences of managerial 
personnel have been raided and ghe- 
raos have taken place, and people 
assaulted without any timely assistance 
from the police. Deterioration of law 
and order, lack of personal security and 
gheraos and coercion cannot help to 
revive confidence. It is strange that 
even when the courts have declared 
gheraos illegal there is no protection 
against them without a court order. 
This whole process undermines confi¬ 
dence in law and order. Many cases 
of violence and gross indiscipline during 
recent months have led to the closing 
of factories and offices and more and 
more people have been unemployed. 
Such a situation can only bring about 
more chaos, discontent and frustration. 

There is continued dislocation of 
work in many important commercial 
establishments in the city. The indis¬ 
cipline combined with coercion and 
violence in some of the big commercial 
establishments is creating a situation 
wherein shifting of head offices of such 
concerns from West Bengal may become 
inevitable. Many of these big head 
offices are managing industries not only 
located in the state but also in other 
parts of India. The continued disloca¬ 
tion is naturally affecting such industries 
elsewhere also. This has compelled 
business houses and trading firms to 
think in terms of shifting their officers 
outside the state. There are indications 
that such a shift is already taking place 
and would gather momentum if the si¬ 
tuation does not improve in the state. 

Shifting of Industries 

If the head offices of firms shift out 
of the state it will have serious reper¬ 
cussions on the future industrial and 
commercial activity in the state itself. 
The impact of this will also be felt by 
the existing industrial establishments in 
the state. They will not be well looked 
after once the head offices shift outside 
the state. 

After all, Calcutta is the largest distri¬ 
buting centre of all type of commodi¬ 
ties in the eastern region. There are 
indications that even the wholesale 
trading activity is shifting out of the 
■state which will have its impact on the 
state’s economic activity and employ¬ 
ment opportunities. 

There is no declining trend in in¬ 
vestment in West Bengal and as far as 
the number of applications for industrial 
licences are concerned it will be seen 
that there had been an improvement in 
both 1968 and 1969, Mr Fakhruddin 
Ali Ahmed, Minister for Industrial 
Development and Company Affairs 
stated in the Rajya Sabha recently. 
According to the Minister, 202 applica¬ 
tions for setting up new units, substan¬ 
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tial expansion and carrying on new 
business in the state were received dur¬ 
ing the last three years (1967-69) and 
245 licences, including those pending 
from the previous years issued during 
this period. The largest number of appli¬ 
cations (110), Mr Ahmed said, was re¬ 
ceived in 1969. Mr Ahmed also placed 
a statement showing the production 
figures in selected industries in the state 
in 1968 and 1969. The statement show¬ 
ed that out of a total 44 industries, 27 
recorded an increase in production in 
1969 over 1968. Tn the remaining 17 in¬ 
dustries, production declined in 1969 
from that in the preceding year. The 
fact of the matter is that in terms of 
actual investment there has been a dec¬ 
line in the number of registration of 
new companies and capital invested in 
West Bengal as compared to Maha¬ 
rashtra. (Tabic V) 

Lions Share by Maharashtra 

Maharashtra claimed the lion’s share 
in the investment during last three 
years as the all India figures for regis¬ 
tration of new companies during 
1966-67, 1967-68 and 1968-69 were 
1021 (Rs 100.7 crores), 1035 (Rs. 
107.4 crorcs), and 1,102 (Rs 181.0 
crores) respectively, the figures in brac¬ 
kets indicating the total authorised capi¬ 
tal. While Maharashtra was geared up 
for an investment of about Rs 900 
crores in the public sector and Rs 500 
crores in the private sector during the 
remaining period of the fourth Plan, 
the West Bengal programme called for 
an investment of only Rs 322 crorcs for 
its public sector and a negligible amount 
for the private sector. 

West Bengal has large potential for 
industrial growth provided positive 
and helpful steps are taken in this 
direction. During recent years while 
all other states had offered liberal in¬ 
centives to attract industry and enter¬ 
prise by giving various concessions, 
nothing has been done in West Bengal. 
Many progressive states have set up 
autonomous organisations like SICOM 
in Bombay to attract entrepreneurs. 


1966-67 

244 

1967-68 

213 

1968-69 

219 


55 

Ministers and other officials have gone 
round the country wooing businessmen 
and attracting new entrepreneurs* In 
West Bengal no such steps have been 
taken and little effort is done to reopen 
the closed factories and make them 
economically viable. 

Wanted a New Approch 

The political parties have to appreciate 
that if, in West Bengal, industry does 
not expand and is unable to become 
competitive and efficient it will be slow¬ 
ly eliminated as other states are de¬ 
veloping faster. At present West Ben¬ 
gal's industry is not receiving adequate 
orders from other states due to its 
failure to maintain delivery schedules. 
Even central government agencies are 
reluctant to place orders. Ultimately, 
whatever be the complexion of any 
political party in power, the needs of 
the people have to be met in terms 
of higher incomes, more jobs and a more 
contented existence. This could not be 
achieved by any agitational approach, 
but by positive efforts to build new in¬ 
dustries and expand industries in a 
peaceful industrial climate and main¬ 
tenance of law and order. A substan¬ 
tial portion of production in West 
Bengal has all along been exported to 
other states and to other countries. 
The climate of violence and coercion 
in the state is bound to weaken her 
industrial structure permanently. 

The late Dr B.C. Roy wanted to 
make Durgapur the Ruhr of India 
and planned the township accordingly. 
Giant industrial undertakings in the 
public and private sectors such as the 
Durgapur Steel Plant, Mining and 
Allied Machinery Corporation, Ferti¬ 
liser Plant, West Bengal's Durgapur 
Projects Ltd are operating there. The 
expansion of the region has not kept 
pace with the massive investment and 
infrastructure created. The Planning 
Commission recently asked the Indian 
Chamber of Commerce to ascertain the 
reasons for stagnation of this region as 
areas with much smaller investment and 


20.9 

226 

26.7 

19.7 

249 

40.7 

9.0 

262 

110.9 


Table V 


REGISTRATION OF NEW COMPANIES IN WEST BENGAL AND 

MAHARASHTRA 



West Bengal 

# 

Maharashtra 

Year 

No. of 
new comp- 
panics 

Authorised 
capital 
(Rs crorcs) 

No. of new 
companies 

Authorised 
capital 
(Rs crores) 
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far less facilities than Durgapur have 
been able to prosper steadily. 

Industrial circles feel that the un¬ 
helpful labour situation and indiscip¬ 
line in Durgapur had shied away many 
prospective investors. The high cost of 
electricity and fuel, high land prices, 
lack of internal transport and com¬ 
munication facilities and a tremendous 
shortage of housing have not only acted 
as dampers, but have whittled the nas¬ 
cent growth of the region. Frequent 
power failures are a serious cause of 
hardship. 

There has been no balanced growth 
of industrial development in Durgapur. 
Apart from the heavy engineering units 
which were operating, there are hardly 
any other processing industries and a 
vast field of chemical and coal-based 
industries has not been tapped at all. 
Moreover, entrepreneurs do not find 
any particular advantage in locating 
their units in Durgapur as no incentives 
are given to attract them to this region. 

The Indian Chamber of Commerce 
has suggested to the Planning Com¬ 
mission to appoint a small team to go 
into the various problems and make 
some effective recommendations so that 
Durgapur’s industrial growth could 
be stepped up. The chronic labour 
indiscipline in the steel plant with its 
repercussions on other units have 
greatly undermined business confidence 
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and created a bad image of Durgapur. 

While other state governments such 
as those of Gujarat, Maharashtra and 
Haryana, are making consistent pro¬ 
motional efforts to attract investors in 
such regions in which they want de¬ 
velopment and industrialisation, nothing 
had been done to .attract investors 
to Durgapur. The Mining and Allied 
Machinery Corporation, which has 
incurred a loss of Rs 20 crores so far, 
is on the verge of closure. The Durga¬ 
pur Steel Plant is the sick child of 
Hindustan Steel. All this is due to 
the unhelpful labour situation and 
unless something is done the future of 
Durgapur is doomed. 

The port of Calcutta must be ready 
to welcome giant containerships, roll¬ 
on and roll-off carriers and LASH 
ships in the years ahead. The available 
draft is not sufficient for giant cruisers. 
Haldia is being developed as a satellite 
port of Calcutta with facilities for 
containers, roll-on and roll-off and 
LASH. Work is in progress. The in¬ 
dustrial growth of Haldia should not 
iag behind. Work on the refinery and a 
petro-chemical complex is in progress. 
The work of the planning and develop¬ 
ments of the region is to be accelerated 
as considerable time had been lost in 
planning the blueprints for industriali¬ 
sation. 

The petro-chemical complex in 
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Gujarat hgs completely changed the 
face of the state. Haldia offers similar 
opportunities provided the necessary 
infrastructure is created and there is 
revival of confidence in economic acti¬ 
vity in the state. Haldia could provide 
the nucleus for the expansion of a 
large number of other industries. 

Industrial circles in Calcutta have 
urged the Government of West Bengal 
to appoint an officer on special duty to 
co-ordinate all activities relating to 
Haldia’s development, ironing out 
technical problems and formulation of 
workable schemes. They feel that a 
professional firm of consultants should 
be appointed to work out details, make 
out blueprints and project reports, and 
an advisory committee of businessmen 
should be set up to provide guidelines 
for growth and development of new in¬ 
dustries in Haldia. 

Setting up of a free trade zone in 
Haldia to encourage setting up of pro¬ 
cessing and re-export industries in the 
zone for which it had great potential, 
particularly for augmenting exports 
from eastern India to ECAFE region 
countries, has been urged. If a free trade 
zone is established in Haldia it would 
also attract foreign collaborators for 
re-export in which many developed 
countries are interested. It is desirable 
to lay stress on the availability of water 
and power at Haldia at cheaper rates. 
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WINDOW ON THE WORLD 

Report In Depth 

JOSSLEYN 

I 

UNITING EUROPE WITH MONEY 

LONDON: 

Monetary union is an aspect of inte¬ 
gration in the European Communities 
almost wholly neglected in the EEC 
Treaty. There is a clause about co¬ 
ordination of monetary policies of 
member states (Article 105), an in¬ 
junction to treat for mutual financial 
aid in the event of balance of payment 
difficulties. And there are the blanket, 
clauses in the preamble about promoting 
efforts in the direction of unification, 
but no objective in the monetary field 
is spelled out as precisely as is that of 
the customs union. 

The drafters of the Treaty became 
quickly aware that currency, exchange 
rates, and the imposition of some form 
of central monetary authority would be a 
subject of utmost sensitivity, had there 
been any attempt to plan for integration 
of these matters from the start. The 
Treaty was an attempt, after the plat¬ 
form of a common defence force had 
failed, to set in motion the unification 
of a group of west European countries 
on the platform of a customs union, a 
common agricultural policy, and har¬ 
monisation of other economic policies. 
The absence of specific monetary powers 
from the Treaty is not therefore taken 
by advocates of a federal Europe as 
detracting from the'case for monetary 
integration. It does, however, make it 
more difficult to chart the ground 
ahead. 

EEC Ready To Co-operate 

The advocates of monetary co-opera¬ 
tion are now on the up and up. Steps 
towards monetary union have been 
taken with remarkable rapidity. Last 
July, the EEC governments agreed to 
establish lines of reciprocal drawing 
rights which would be automatic in 
the event of financial crisis, and also 
agreed on prior consultation with other 
member states before any country in¬ 
troduced short-term economic mea¬ 
sures that could affect other members. 

The reciprocal drawing arrangements 
went little beyond what already exists 
among the Group of Ten (nor was the 
lipdt agreed, 12,000, million, especially 
large in relation to sutfis advanced in the 
framework bf the wider grouping) and 
the latter merely lent precision to an 
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obligation already set forth in the trea¬ 
ty. However, the Commission regarded 
these steps as only a beginning. 

By January, J970, the ministers had 
before them the Commission’s outline 
for economic and monetary union. 
At the meeting on February 24, the 
finance ministers agreed on the essen¬ 
tials: the Community should acquire 
some form of common monetary orga¬ 
nisation, and adopt common positions 
in international monetary discussions, 
especially in the International Monetary 
Fund; exchange rates amongst member 
states should become fixed in so far as 
possible; eternal reserves should be 
jointly administered in some way or 
other; ana there should be a common 
currency, in some sense of that term. 

This accord was suitably vague, but 
not non-committal. There obviously 
remained differences over the practical 
steps to be taken, and especially over 
timing. But as a result of it, and of the 
recent agreement on the financing of 
the Community budget, the people of 
the six member states have been taken 
more irrevocably along the path to 
federal union than by any of the mea¬ 
sures already taken. 

Essential Strategy Agreed 

At the same time, various proposals 
for routes towards monetary integra¬ 
tion were presented by the West 
German Minister of Economics, Dr 
Karl Schiller, by Luxemburg’s Prime 
Minister and Finance Minister; M. 
Werner, by the Belgian Finance Minis¬ 
ter, Baron Snoy et d’Oppuers, and by 
Sig. Colombo. But not — and we will 
explore why later — by the French 
Minister M. Werner was entrusted with 
the Chairmanship of a special commi¬ 
ttee to reconcile these plans and the 
Commission’s proposals, which the 
Council were expected to have comp¬ 
leted by now. The differences between 
them are not such as to require detailed 
enumeration here, though some specific 
differences will be examined where they 
arise. The main point is that the essen¬ 
tial lines of strategy appear to have been 
agreed — unlike, for example, the situa¬ 
tion at the comparable phase of de¬ 
velopment of the common agricultural 
policy in the nearly J960s, 

The recent surge of proposals from 
member countries might easily obscure 
the fact that the Commission (whose 
latest proposals, it should be said to 


keep the record exact, were formally 
presented two weeks after the February 
24 ministerial meeting) has been the 
prime mover in monetary integration, 
against a background of indifference 
or worse from most members during the 
Community’s development until re¬ 
cently. The Commission has been work* 
ing on plans for monetary integration 
ever since 1962, when M. Robert Mar- 
jolin presented ministers with an out¬ 
line which differed little in basic princi* 
pies from the ideas discussed during 
the past year. The departure of Presi¬ 
dent de Gaulle from the political scene 
has doubtless helped he Commission 
io overcome its fears of being trampled 
on from on high, though by that time it 
had already presented a discreet, ground- 
exploring version of its plans, early in 
1968. 

This is the Commission at its most 
political. M. Raymond Barre, Vice- 
President for Monetary and Economic 
Affairs, made this clear in a speech in 
London (at a conference sponsored by 
the Federal Trust) in the summer of 
1969: “in order for a European Mone¬ 
tary Union to exist, for a European 
currency to be accepted both within 
and without the Community, and for 
there to be a joint policy for reserves, 
there must .. be a European monetay 
power, and this means a European poli¬ 
tical authority expresing joint objectives 
and putting in to practice suitable 
policies.. The monetary field is, and re¬ 
mains, closely linked to the sovereignty 
of states, and the latter do not appear to 
be willing for the moment to give up 
their prerogatives in this field. Euro¬ 
pean monetary union can only be a 
crowning achievement of economic 
union.” 

II 

ACTION PLANS 

Events have shown, however, that 
M. Barre and the Commission are not 
prepared to wait for economic union 
to happen first. Broadly, the order of 
events envisaged is: 

The system of mutual financial cre¬ 
dits already agreed would be rein¬ 
forced by mandatory consultations on 
monetary and economic policies, along 
with more closely co-ordinated econo¬ 
mic forecasting and agreement on short 
and medium-term targets. The EEC 
monetary committee will review closely 
the performance of countries which 
make use of the support facilities. 
Changes in exchange rate parities would 
become forbidden except by consent of 
other-members. The lines of mutual 
financial assistance would be formalised 
into a European reserve fund, which 
would help to restore equilibrium in a 
country which might otherwise feel 
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obliged to devalue. During tills process, 
the normal margins by which market 
rates of exchange arc allowed by central 
banks to fluctuate on cither side oi 
parity would be eliminated, by stages, 
at least so far as variations among 
member countries are concerned. 

Fiscal harmonisation and the re* 
inoval of barriers to capital movements 
among members would be completed: 
January 1, 1978, is the Commission’s 
target for this; the elimination of intra- 
Community variations in exchange rates 
is to be completed “about 1978”. 
Finally, the committee of central ban¬ 
kers would be welded into a governing 
board of a federal reserve system, with 
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the reserve fund — having been gra¬ 
dually built up out of transfers from 
member states' reserves — placed at 
its disposal and a common currency 
' unit phased in by 1980. 

Towards Political Integration 

Although there is no mention of any 
transfer of economic policy-making 
power from the member governments 
to any central political authority, it is 
evident that the power of the member 
states will be have been substantially 
reduced even before such a programme 
is ever completed. Ruling out exchange 
rate changes limits policy options 
severely and places states which deviate 
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relative to the Community as a whole in 
the position either of depressed or of 
ovefoprosperous regions, whose pro¬ 
blems must be dealt with by structural 
policies for such regions,' including 
financial aid. 

The establishment of a federal re¬ 
serve system, without a corresponding 
political authority, would create an 
imbalance of economic policy-making 
power which would need to be corrected. 
The programme, therefore, leaves a 
vacuum where central economic policy¬ 
making authority would! be expected 
to exist. It is unlikely that such a va¬ 
cuum would be allowed to remain un¬ 
filled for long. Monetary integration 


PER CENT STATE GOVERNMENT LOANS, 1982. 

Fifteen State Governments have announced the issue of their new loans bearing interest at 5} per cent per annum for amounts aggregating Rs 
142 -50 crores as under 


Serial No. State 


1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Kerala 

7. Madhya Pradesh 

8. Maharashtra 

9. Mysore 

10. Orissa 

11. Punjab 

12. Rajasthan 

13. Tamil Nadu 

14. Uttar Pradesh 

15. West Bengal 


of Laon 
is of Rs.) 

Issue Price per cent 

12 00 

Too *00 

3*75 

100-00 

5 00 

100 00 

16 00 

100 00 

4-50 

100 00 

6 00 

100 00 

700 

100'00 

19*25 

100*00 

10-50 

100 00 

6 00 

100 00 

5*25 

100-00 

6 00 

100 00 

16-50 

100-00 

13-75 

100 00 

11 00 

100-00 


142-50 

All loans will open for subscriptions on Wednesday, 15th July 1970 and close on Tuesday, 21st July 1970 or earlier without notice as soon as 
subscriptions approximate to the amount of each issue. All the State Governments reserve their right to retain subscriptions upto ten per cent, in 
excess of the notified amounts. 

The loans will be redeemable at par after 12 years i.e. on 15th July 1982 and interest will be paid half-yearly on 15th January and 15th July each 
year. Interest in respect of all loans will be liable to tax under the Income-tax Act, 1961. 

Subscriptions may be in tJie form of CASH/CHEQUE. 

Securities of the following loans will also be accepted AT PAR for conversion into the new loans of the respective State Governments 


Serial No. Name of the loan tendered for conversion 


Name of the new loan issuable. 


1. 4i% Andhra Pradesh State Development Loan, 1970. 

2. 4i% Bihar State Development Loan, 1970. 

3. 4J% Kerala State Development Loan, 1970. 

4. 4}% Madhya Pradesh, State Development Loan, J970. 

5. 4 % Bombay State Development Loan, 1970. 

6. 4£% Bombay State Development Loan, 1970. 

7. 4J% Mysore State Development Loan, 1970. 

H. 4\% Orissa Government Loan, 1970. 

9. 4J% Rajasthan State Development Loan, 1970. 

10. 4J% Madras Loan, 1970. 

11- 4i% Uttar Pradesh State Development Loan, 1970. 

12. 4f% Wen Bengal Loan, 1970. 


5}% Andhra Pradesh State Development Loan, 1982. 
5}% Bihar State Development Loan, 1982. 

5}% Kerala State Development Loan, 1982. 
5i%-Madhya Pradesh State Development Loan, 1982. 

1 5*% Maharashtra State Development Loan, 1982. 

% Maharashtra State Development Loan, 1982. 

% Mysore State Development Loan, 1982. 

% Orissa Government Loan, 1982. 

% Rajasthan State Development Loan, 1982. 

% Tamil Nadu Loan, 1982. 

5f% Uttar Pradesh State Development Loan, 1982. 
5J% West Bengal Loan, 1982. - 


Interest on the maturing securities accepted for conversion will be paid at the existing rate i.e. 4% tn the case of 4 % Bombay State Development 
Loan. 1970 and 4}% per annum in the case of other maturing loans upto and inclusive of 14th July 1970. 

Applicati ons for alt the loans will be received at the offices of the Reserve Bank of India at Bangalore, Bombay (Fort & Bycullu), Calcutta, Hydera¬ 
bad, Kanpur, Madras, Nagpur, New Delhi and Patna and the branch of State Bank of Bikaner and Jaipur at Jaipur. 

Applications will also be received at other places within the respective States as follows : 

(i) Branches of the Subsidiary Banks of the State Bank of India conducting Government treasury work, 

(ii ) Branches of the State Bank of India at places where there is no branch of its subsidiary Banks conducting Government treasury work. 
Application? for Kerala State Development Loan will also be received at Treasuries and Sub- Treasuries in the State of Kerala at places where 

there is no branch of the State Bank of India or its subsidiaries conducting Government Treasury work. 

Applications for Punjab and Haryana State Government loans will also be received at the State Bank of India. Chandigarh. 

Copies of the Notiiications and Application Forms may be obtained from anyof the Receiving Offices mentioned above. 

Applicants tender ng applications at the offices of the Reserve Bank of India at Bangalore, Bombay (Fort and Byculla), Calcutta, Hyderabad, 
Kanpur, Madras, Nagpur, New Delhi and Patna will, in the event of over-subscription to the loan applied for, be divert the option of transferring 
their cash refund? to any of thf other State Government loans which may still be open for subscription. To avail themselves of this facility, mt 
applicants should complete the “Special Option Form’*, copies of which can be obtained at any,of the offices of theReferye Bank of India men- 
tioned abov; and tender the form alongwith their application . . . ■ f ■ 
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is the forcing-house for a constitution 
for a future Community government. 

in 

policy co-Ordination 

Harmonisation of economic manage¬ 
ment is the step in the programme that 
is already established custom. The 
Commission analyses, forecasts, and 
expresses judgements on errant govern¬ 
ments, and the monetary committee 
badgers and cajoles errant members. 
Later, this year, the medium-term econo¬ 
mic committee is to present a new five- 
year Plan in which for the first time 
common guidelines for economic 
growth will be laid down. If the Council 
adopts this plan, the member govern¬ 
ments win be expected to adhere to the 
agreed rates of expansion. 

The short-term financial assistance 
mechanism, although only passing 
immediate importance as a solution to 
payments crisis (quite apart from the 
relatively small amount fixed, one might 
consider how it would work in the en¬ 
tirely plausible situation in which every 
member, except, say, West Germany, 
was in deficit: the only Community 
assistance feasible would be bilateral 
aid from the Germans), is of significance 
mainly as a tool to assist the monetary 
committee in confrontations of this 
kind. 

However, enlargement of this facility, 
and supplementing it with credits of 
longer duration, alters the situation, 
particularly in a context of rigid ex¬ 
change rates. The body which dispenses 
these will not only have a function of 
providing balance of payments assis¬ 
tance; it will also be a lender of last re¬ 
sort to member central banks. Thus by 
degrees, without any qualitative change 
in the proposed arrangements, enlarge¬ 
ment and extension of these facilities 
will be a move towards endowment of 
the Community with a super central 
bank, in fact if not in name, even before 
a "federal reserve board" is formally 
set up. 

Uniform Rates 

The proposals to unify exchange rates 
have proved the most controversial of 
all, at a fairly rarefied level, particularly 
in the context of possible wider member¬ 
ship including the UK. Even in that 
of the existing membership, a number 
of voices have been raised against build¬ 
ing rigidity into the pattern of exchange 
rates, except at the final stage of integ¬ 
ration. Sir. Guido Carli, Governor 
of the Bank of Italy, and Dr Otmar 
Emminger, Vice-President of the Bun¬ 
desbank, have both publicly expressed 
views Contrary to those of the Com¬ 
mission. Nevertheless, the finance 
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ministers, with the exception of Sig. 
Colombo, do not appear to have had 
similar misgivings. 

No doubt this situation is not al¬ 
together unrelated to the political oppro¬ 
brium attached to changes in exchange 
rates, at the receiving end of which a 
finance minister inevitably stands first. 
There is, also, of course, the difficulties 
for the common agricultural policy 
that changes in exchange rates cause. 

When a member country’s rate is de¬ 
valued, its farm produce prices, agreed 
under the Common Market interven¬ 
tion support arrangements, must rise in 
terms of its own currency. This creates 
an incentive to switch resources into 
agriculture from other uses in that 
country (not a large incentive, however, 
when calculated net of other devalua¬ 
tion induced increases in costs). Con¬ 
versely, upvaluation caused prices ex¬ 
pressed in Deutschmarks to fall. Both 
the French devaluation and the West 
German upvaluation last year necessi¬ 
tated bridging arrangements to miti¬ 
gate the consequential changes in farm 
produce prices. The Commission is seek- 
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ing an early termination of these, but 
its prospects of success do not look 
bright. At one time, before the inevi¬ 
tability of last year’s rate changes be¬ 
came apparent, some comment written 
not a thousand miles from Commission 
offices was to the effect that the common 
agricultural policy had in fact put an 
end to parity changes among member 
states. 

SOURCES AND ACKNOWLEDGE¬ 
MENTS: This is the third of four arti¬ 
cles reporting in depth on the profound 
changes taking place in the EEC. These 
articles summarise, by special arrange¬ 
ment, an esclusive report in the May 
issue of European Trends , published 
quarterly by the “Economist” Intelli¬ 
gence Unit, 27 St. James’s Place, Lon¬ 
don, SWI, but the ElU is responsible 
neither for the emphasis of my summary, 
nor for my comments based on a va¬ 
riety of sources. 

Next week’s final article will discuss 
uniform exchange rates, British attitudes, 
the problem of the sterling balances, 
a Community reserve currency, and 
a common Community currency unit. 


Changes in the World of Oil and Gas 

H* R. VOHRA 


WASHINGTON: 

The bubbling cauldron of oil is full 
of “toil and trouble.” It always has 
been but, perhaps, never more than 
now. 

When one thinks of oil, one inevitably 
turns to the Arab countries bordering 
the Mediterranean, the Red Sea and the 
Persian Gulf. How oil came to be con¬ 
centrated that is not my story. I am 
concerned with figures and their mean¬ 
ing in today’s context. 

This area has over 62 per cent of the 
total world oil reserves and some 70 
per cent of the non-communist world’s 
reserves and all the new finds in Alaska 
and the Arctic Ocean have not materia- 
ally altered these basic proportions. 
That is why the US and her western 
allies must walk in step in relation to the 
Arabs, never annoying them so much 
that they would withhold supplies for 
any length of time. 

Conversely, the Arab countries who 
have tried a boycott of their customers 
out of passing rage have been compelled 
to realize that they too have nowhere to 
turn. In the 1967 war, sentiment was 
simulated against the US and Europe. 
Oil supplies were suspended, Then it 
dawned upon the Arabs, quickly enough, 


that they could not sustain their pere- 
nial war without perennial trade in oil. 

Saudi Arabia, one of the biggest re¬ 
servoirs of oil, told his unbelieving 
cohorts that if it was to finance the 
economy of needy Arab countries, in the 
forefront of the fight, then it must be 
allowed to make money. The conces¬ 
sion was made without hesitation. 

This does not mean that oil, mi«H 
with politics, cannot be an instrument 
of great damage to the economies of the 
“free world.” Hatred can swell »gaj n 
and, if it does, it may lead to illogical 
and self-destructive behaviour. Na¬ 
tions also indulge in self-flagitation or 
self-immolation. And when hatred min¬ 
gles with frustration on the field of battle 
or on the negotiating table, it can be 
expected to do many strange things. 

This stage may be reached if the US 
gives phantoms to Israel, thus post¬ 
poning, if not demolishing, the Arab 
hope of military victory in the next 
round. The fear was echoed a few days 
ago by a senior oil executive. He said: 
"For the first time in my 20-year in¬ 
volvement in the Arab world, I am afraid 
for the lives and the property of our 
employees.” 

This forecast, one hopes, is an exagge- 
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ration but what has happened is this: 

(a) The Algerian government has 
nationalized the properties of four 
American and European companies. 
This has made a clean sweep of Philips 
Petroleum Company, a member of the 
Royal Dutch Shell group, a West 
German company and an Italian com¬ 
pany. 

(b) The Iraqis have welcomed this 
step and called upon all Arab countries 
to follow suit to exterminate the in¬ 
fluence of “international oil cartels.” 

(c) Libya has come up with an order 
reducing production of a joint venture 
of Texaco Inc, and the Standard Oil 
Company of California. A similar de¬ 
mand has been made on the Occidental 
Petroleum Corporation. 

(d) Libya has also blocked the loading 
of two tankers built by the Standard 
Oil Company of New Jersey to export 
liquefied natural gas to Spain and 
Italy. 

As will be seen, not all these steps 
sound rational and one would imagine, 
they are not in the economic interests 
of the countries concerned. It is also 
to be noted that they do not originate 
in countries where Palestinian influence 
is greatest. Oil watchers wonder what 
would happen in other countries where 
extremist Arab influence is growing. 

Interdependence 

Mr Levy, an oil economist, is also 
worried. “Even if the Arab govern¬ 
ments want to play it cool, there is now 
a very real question, whether they 
can.” 

All this would tend to prove that the 
Arabs and the western world are linked 
by oily bonds which, normally, are 
strong and, if snapped, even temporarily, 
can hurt both sides. Hitherto even a 
brief interruption could have harmed 
the economy of Europeans as well as 
Americans . This may no longer hap¬ 
pen as severely as in the past. The west 
has acquired new sources of oil which 
could sustain its economy for at least, 
some months. 

The new source, nearer Europe, is the 
discovery of two oilfields in the North 
Sea. The other is the oil find in the fro¬ 
zen north slope of Alaska. Jointly 
the two discoveries can reduce the 
political and economic pressures of the 
Arabs on the west. 

The full dimension of the North Sea 
find is not yet known. The picture will 
be clearer later this summer. The find 
is expected to total about seven to 10 
billion barrels of oil. This is estimated 


to yield 1.5 million barrels a day against 
Europe’s current daily needs of about 
11.5 million barrels. Should these 
estimates turn out to be correct, Europe 
would gain some independence of the 
Arab oil. 

Oil men generally are cautious. They 
have been badly smitten by recent ex¬ 
perience. Murphy Oil Corporation re¬ 
calls that it found oil near the south¬ 
east coast of Britain three years ago in a 
well which yielded 4000 barrels in four 
days. But that was all the oil there was. 
The Philips group also had a false 
alarm. In 1968, it discovered a field only 
42 miles north-west of the latest dis¬ 
covery in North Sea. Later, its hope 
cooled off. 

New Sources 

The two fields in North Sea have sent 
tremors of joy in Norway, now a depen¬ 
dent on the world oil market, and the 
Ncthrlands which hopes to start pro¬ 
ducing massive amounts of oil for the 
Common Market. In the US the echo 
of'the discovery has been heard. It 
means that the tankers chartrcd to haul 
oil in the middle East for Europe will 
be freed for other areas. It could also 
help reduce the haulage charges. The 
Alaskan discovery is promising but its 
development is bogged in legal disputes. 
Alaska recently voted to finance a 120- 
million highway across 370 miles to the 
North Slope. Its purpose was to haul 
riches of the north, described as “the 
hemispheres biggest oil strike." 

The legislature, unfortunately, did 
not guarantee that the road would run 
parallel to the pipeline which the oil 
companies will be buidling to transport 
the oil. The oil companies which were 
to pay a part of the cost of the road 
have, therefore, turned down the partici¬ 
pation. This difficulty can be overcome 
as between anxious legislators wanting 
to see their state develop and the oil¬ 
men keyed to make money. 

There is, however, another obstacle 
which arises from the concern of scienti¬ 
sts and conservationists who foresee that 
the pipeline would disturb the ecologi¬ 
cal balance of the area. Law suits have 
been filed to bloc* the start of the piple- 
line. Thirdly, there are the Alaskan 
Indians who not unnaturally, have put 
in their claims for their lands over which 
the pipeline would run. The pipeline 
has become a dead issue for months to 
come. 

While these discoveries, when de¬ 
veloped, will add to the world’s 
sources of oil, there is also a growing 
sentiment against the use of oil which 
may, in time, begin to affect its produc¬ 
tion. It stems from the genuine belief 
that .industrial progress which owe so 
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much to oil had better slowdown so that 
the price man pays for progress may be 
studied. 

When oil is burned for heat or ex¬ 
ploded in engines, it pours deadly and 
persistent poisons into the atmosphere. 
One has only to Walk in the streets of 
New York or any other big town of the 
US to experience What this means. 

When it spills into sea, it poisons the 
water as it happened off the southern 
coast of England. When it spouts un¬ 
controlled in the ocean, as it did off the 
coast of California, its effect can be a 
deadly mess. The new techniques of off¬ 
shore drilling have created vast floating 
islands of oil both on the western ana 
eastern shorelines of Canada and the 
US dealing death to shore and marine 
life. These developments have aroused 
politically strong and vociferous ele¬ 
ments against off-shore drilling. They 
fear that the whole of the US coastline 
could be besmeared with oil if oil wells 
burst as they have so often done should 
off-shore drilling enlarge. 

The Evening Star has suggested, with¬ 
holding further off shore leases and can¬ 
cellation of existing leases. “This 
policy,” it says, “should apply until 
improved drilling technology and clean¬ 
up methods have been developed and 
proved.” There is also furious search 
for a new type of car, run on a self¬ 
generating battery, instead of oil. Near¬ 
ly every big car manufacturer is in the 
race for the electric car. 

Here is a mix of changes and de¬ 
velopments whose effect is bound to be 
felt in the years to come. 


TEXTILES COMMITTEE 

Recent Market Survey Publications 

1. Consumer Preference Survey for 
Textiles in Andhra Pradesh. Price: 
Rs. 10. 

2. Consumer Preference Survey for 
Textiles in Tamil Nadu. Price Rs. 10. 

3. Consumer Preference Survey for 
Textiles in Rajasthan. Price: Rs. 10.. 

4. Consumer Survey in Ludhiana. 
Price: Rs. 10. 

5. Cotton Counts Its Customers: 
1963-67. Price: Rs. 10. 

Copies can be had either by V.P.P. 
or on cash payment. Postage win be 
charged extra. Write to; 

The Secretary, Textiles Committee, 
“Crystal”, 79, Dr. Annie Bcsant Road, 
WorU, Aomfaty-lS. , 
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To keep 
your 
records 

straight 

Business equipment by Kodak 


You'll be surprised at the difference it makes to speed, 
efficiency and economy in your organisation. 

VERIFAX Copier: For the production of single or 
multiple permanent copies from printed, typed, hand* 
written or drawn originals up to and including the size 
of 35.6x45.7 cm (14*x18*).The originals can be opaque 
or translucent, single*sided or double-sided. Pencil or 
ink characters are faithfully reproduced. 

' STATFILE Recorder: An all-purpose camera recorder- 
cum-enlarger to record originals of up to 101.6x152.4 cm 
(40* x 60*) on 12.t x 16.5 cirv (4.3/4* x 6i") size films. 
The same equipment cap. enlarge the films back to 
original size or any intermediate size on photographic 
paper. 

j RECORDAK Microfile Cimera MRG-1 : Instantly and 
'accurately microfilms engineering drawings and other 
Jarge documents up to 114.3 x 160 cm (45' x 63') on to 


35 mm film. □ Portable mlcrofilmers for microfilming 
of documents up to 30.5 cm (12’) in width on 16 mm film 
are also available. / 

RECORDAK'Prostar' Processor: Forautomaticproces- 
sing of 16 mm and 35 mm film at the rate of 5 ft. per 
minute. 

RECORDAK Precision Reader Printer: Provides ready* 
to-use prints from 16 mm and 35 mm film within 30 
seconds. It can also be used as a Reader. 

MIRACODE System: The most efficient recording 
system of information and of retrieval which will flash 
back or print one record out of a million in seconds. 

KOM-90 Microfilmer: Converts information from 
computer magnetic -tapes directly into readable lan¬ 
guage on microfilm. As many as 300 pages of 
information can be translated in a minute. 
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a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 



in gay 


GWALIOR SUITING 


GWALIOR SUITING-MEN ARE MEN WHO HAVE AN EYE Of ORIGINALITY 


av ailable IN DELHI AT: 

Mills' Retail Depot, A-25, Connaught Place; Sylco, H-E, Connaught Plac^; Bhaghathmal A 
Sons, Opp. Bank of India, Chandni Chowk; Rajkamal Emporium, 113*E, Kamla I 
leading stores. 


i Nagar and other 


DISTRIBUTORS : Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Harnarain, Chandni Chowk; Pindidass Shani A Sons. Katra Ashrafi; S. R. Traders, Katra Mott: 
Kalasingh & Sons. Kaira Subhash; Lucky Silk Store. Katra Rathij Anand Prakash A Sons. 
Nai Sarak: Mahindra Cloth House, Chandni Chowk; Ganpatras J^Edi*bo»raiiU Katra 
Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand. Katra Choban; Shiva Textile. 
Kaira Naya. Chandni Chowk. Delhi. 

AGENTS : Gangabishan Bhasln, Krishan Gali. Katra Neel; S. K. Traders, Katra Neel, 
Chandni Chowk. Delhi, 
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THE 1 ‘polarization’ ’ of political parties, 
for which many of us have been nursing 
more than a sneaking partiality, now 
seems to be on its way. In the cir¬ 
cumstances of our country, it is inevi¬ 
table that there should be a plurality 
of parties and the best that can be hoped 
for, therefore, is that these parties will 
be able to come together in a few major 
groupings which could assist in the for¬ 
mation and functioning of stable and 
effective governments, particularly at 
the centre and in the larger or more 
strategic states. It has been obvious all 
along that the first requirement of this 
polarization would be the splitting up 
of the ponderous Congress Leviathan 
and, thanks to Mrs Gandhi, this condi¬ 
tion has been amply met. This may not 
be the least of the debts which the 
country may come to owe to its 
present Prime Minister. 

In the nature of things, the initiative 
for this polarization could have openly 
come only from the “official” Congress 
since the “rebel” Congress is in the more 
or less happy position of being able to 
manoeuvre or manipulate from behind 
a “purdah” of power. But, once the 
die “official” Congress has declared its 
intentions, the “rebel” Congress must 
follow suit since a general election, 
which has to come late in 1971, if it 
does not come early in that year, has 
already begun to cast its shadow even 
on day-to-day politics. I, therefore, ex¬ 
pect the political resolution of the 
“official” CongresS, passed at the recent 
session of its AICC, to be the beginning 
of an exciting series of developments 
leading to a desirable clarification of 
the pattern of party politics. 

I like the deliberate manner in which 
the “official” Congress has chosen to 
move towards an alliance with such 
other political parties as may be able or 
willing to work with it for certain broad 
objectives. The relevant part of its poli¬ 
tical resolution is reported to have been 
drafted after discussions with the leaders 
of the Swatantra Party and the Jan 
Sangh. If this is true, the leadership 
of the “official” Congress deserves to 
be congratulated on having followed a 
sound, sensible and perfectly respectable 
course since an invitation to an alliance 
will be responsible politics only if the 
broad terms of this invitation are likely 
to be acceptable to those to whom it is 
addressed. At the time of writing, the 
Swatantra and Jan Sangh responses have 
been constructive, even if guarded, and 
the prospects seem to be bright where a 


working arrangement for co-operatio n 
among the parliamentary groups of thes e 
two parties with the parliamentary group 
of the “official” Congress is concerned. 
The possibilities of certain other parties 
or sections of those parties also being 
attracted towards this scheme also seem 
substantial. 

The experiences of the various 
“United Fronts” in West Bengal and 
Kerala as well as the history of the coali¬ 
tion ministries in some of the other states 
in the period since the last general elec¬ 
tion have an obvious lesson for the 
leaders of the “official” Congress who 
will do well to study it most carefully. 
It is absolutely essential that an alli¬ 
ance, to be really viable, should involve 
the contracting parties in an agreement 
on a sufficient number of important 
issues or programmes. It is not less 
necessary that this agreement should 
be reached not in the course of short¬ 
term tactics for building up a majority 
in a legislature or forming a govern¬ 
ment, but as a result of frank and 
detailed discussions for reconciling 
effectively as many as possible of the 
more important differences in the poli¬ 
cies and programmes of the parties con¬ 
cerned. Should the “official” Congress, 
the Swatantra party and the Jan Sangh 
succeed in forming a parliamentary 
bloc, along with such other groups as 
may join them, it should be the start¬ 
ing point of this process of working out 
a cohesive and coherent common politi¬ 
cal programme well ahead of general 
election day. 

Meanwhile, let us marvel at the utterly 
magnificent waywardness of the poli¬ 
tical tide, which has gathered together 
and flung on a common political beach¬ 
head such an odd assortment of per¬ 
sonalities as Rajaji, Mr Kamaraj and 
Mr Morarji Desai, not to speak of Mr 
Masani and Mr Madhok. There is, sure¬ 
ly, something divinely impressive in 
the surge of political forces or senti¬ 
ments which has swept over these men 
and made them sink their intellectual 
and temperamental differences for a 
common cause. Only the highest sense 
of patriotism or the most cynical oppor¬ 
tunism could have effected this exceed¬ 
ingly strange amalgam. I, for one, am 
prepared to believe that it is the cata¬ 
lyst of patriotism which has wrought 
this political miracle of our times. 

* ■ * 

It is common knowledge that the 
DMK’s political rhetoric owes a great 
deal to alliteration’s artftil aid. In fact 


it would be difficult to find another 
group of publicists or propagandists 
which has made a little learning go as 
long a way as the soap-box orators of 
this party. One of their vaunted slogans 
claims the three virtues of Duty, Dig¬ 
nity and Discipline as the determinants 
of the morals and manners of their party 
and partymen. In the original version, 
the Tamil letter “ka” serves the purpose 
of alliteration while the letter “d” does 
the same duty in the English rendering 
I have permitted myself here. In the 
actual working of the party, the virtue 
of Discipline, at any rate, does not seem 
to be a particularly active element. 
This has been brought out into the open 
by the fact that Mr Karunanidhi, the 
Chief Minister of Tamil Nadu, avoided 
appointing one of his colleagues to act 
as chief minister during the rather long 
period for which he himself would be 
away in Europe. The obvious choice for 
this honour and responsibility would 
have been Mr Nedunchezian, the 
Minister for Education. Assuming that 
Mr Karunanidhi's own sense of Dis¬ 
cipline was strong enough ,to enable 
him to contemplate formally designa¬ 
ting Mr Nedunchezian, who had con¬ 
tested against him for the party’s leader¬ 
ship, as acting chief minister, it may be 
suspected that there are obviously other 
ministers or party leaders in whom a 
natural spirit of rivalry is mightier 
than the cultivated virtue of Discipline. 

* * 

It is particularly comforting that, in 
these uneasy times, there should be as 
Governor of the Reserve Bank an ex-civil 
servant of the intellectual integrity and 
solid competence of Mr S. Jagannathan, 
who assumed that office some days ago. 
One of the more delicate, if not difficult 
problems which he must solve is the 
status and style of the governor in rela¬ 
tion to the Department of Banking in 
the Finance Ministry. A complication 
here is the circumstance that the secre¬ 
tary in this department is junior in the 
official hierarchy to the governor who 
is an ex-civilian. Even at the more 
purely official level, the Governor of the 
Reserve-Bank has or must have a unique 
status in relation to officials of the Fi¬ 
nance Ministry with whom he has to 
deal, however high-placed these officials 
may be, I am sure that Mr Jagannathan 
will cope with the issues of protocol 
or etiquette in a way which will preserve 
mid promote the independence and dig¬ 
nity of the office of the Governor of 
the Reserve Bank. 

V.B. 
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Trade Winds 


FERTILIZER SCHEMES 

Three important decisions have been 
taken by the union cabinet in regard 
to manufacture of fertilisers. The 
most important among these is that 
imported ammonia will be available 
only to the fertiliser plants in the public 
sector.' According to the agreements 
recently concluded with Iran and Ku¬ 
wait, we have to import one million 
tonnes of ammonia from Iran and half 
a million tonnes from Kuwait over a 
seven-year period. These supplies will 
be primarily used at Trombay and 
Cochin. At Trombay, they will be used 
in the expansion programme of the 
project of the Fertiliser Corporation of 
India (FCI). At Cochin, imported 
ammonia will be used by the FACT. 
At Cochin, imported ammonia will be 
used by the FACT project under 
construction there at present. Apart 
from these two projects, the govern¬ 
ment has also asked the FCI to expe¬ 
dite the feasibility report of its Paradeep 
plant. This plant will also be based on 
liquid ammonia. 

The second decision is that the re¬ 
vised Mithapur project of the Tatas 
has been cleared in principle. The 
approval, however, has been given sub¬ 
ject to clearance by the Department of 
Company Affairs under the provisions 
of the Monopolies and Restrictive 
Trade Practices Act. Since larger in¬ 
dustrial houses are allowed to take part 
in the core sector industrial schemes 
to which fertiliser industry belongs, the 
clearance by the Company Law Ad¬ 
ministration to the Tatas’ project should 
be just a formality. The project as en¬ 
visaged now will cost Rs 55 crores, 
including the expenditure of Rs 25 
crores in foreign exchange. It will 
produce annually 850,000/900,000 tonnes 
of high analysis basic fertiliser 
materials to be bulk blended into 
406,000 tonnes of plant nutrients. The 
basic materials to be produced annually 
are: triple super-phosphate/ammonium 
phosphate 300,000 tonnes, ammonia 
210,000 tonnes, urea 200,000 tonnes and 
ammonium chloride 180,000 tonnes. 
The feedstock for the project is to be 
decided by the government. 

Under the third decision, clearance 
has been given to the arrangements for 
financing the foreign exchange compo¬ 
nent of the two coal-based fertiliser 
plants of the FCI — Talcher (Orissa) 
and Ramagundam (Andhra Pradesh). 
The Talcher project is estimated to cost 
Rs 70.49 crores and the Ramagundam 


project Rs 71.18 crores. They will have 
a capacity to produce 900 tonnes of 
ammonia and 1,500 tonnes of urea 
each per day. 

MINISTERIAL WORK ALLOCATION 

A Presidential order issued on July 
2 says that Mr K.C. Pant, Minister of 
State in the Ministry of Home Affairs, 
shall also be Minister of State, Depart¬ 
ments of Electronics and Scientific and 
Indusrial Research, in the Cabinet 
Secretariat. 

Dr Triguna Sen, it is learnt, will deal 
with all important matters in the two 
departments of the Ministry of Petro¬ 
leum, Chemicals, Mines and .Metals. 
While Mr D.R. Chavan, Minister of 
State, will continue to deal with the 
work relating to the Department of 
Petroleum and Chemicals, Choudhary 
Nitiraj Singh, who is a new entrant in 
the ministry as Minister of State, will 
look after the work concerning the 
Department of Mines and Metals. 

The Deputy Minister, Mr Bhanu 
Prakash Singh, has been allocated 
some subjects falling under the De¬ 
partment of Petroleum and Chemicals 
and some under the Department of 
Mines and Metals. He will deal with 
matters relating to antibiotics, in¬ 
secticides and chemicals (except drugs 
and fertilisers). He will also deal with 
organisations engaged in engineering 
design and construction. In the Depart¬ 
ment of Mines and Metals, matters 
concerning mica, manganese and de¬ 
velopment of minerals and chemicals 
like rock phosphate and pyrites, which 
are needed for the production of fert- 
lizers, will go to him. From time to time, 
he may be allocated other work also. 
All policy matters, however, will go 
up to Dr Sen through the respective 
Minister of State. 

RAILWAY FINANCES 

The Minister for Railways, Mr 
Gulzari Lai Nanda, told newsmen 
recently that there would be a gap of 
about Rs 200 crores in the funds re¬ 
quired for the implementation of 
the fourth five-year Plan of the 
railways which has to cater for 265 
million tonnes of originating traffic by 
1973-74 and 23 per cent, increase in 
passenger traffic in that year over the 
1968-69 passenger traffic. The Plan 
outlay at 1968-69 prices had been fixed 
at Rs 1,525 crores. The railways, were 
expected to provide from their internal 
resources Rs 940 crores; the balance 


Rs 585 crores were to be made avail¬ 
able from general revenues. The sunt 
of Rs, 940 crores had to be found by the 
railways by a contribution of R| 525 
crores from the depredation reserve 
fund, Rs 265 crores from anticipated 
revenue surpluses and Rs 150 crores by 
raising fares and freight rates. A re¬ 
cent review of the railways’resources 
position had indicated tut it would 
not be possible for them to generate the 
requisite resources. The financial per¬ 
formance of 1969-70 had not given the 
anticipated results. Even with the 
increase in fares and freight rates 
approved by tbe Parliament in the last 
railway budget, the railways might not 
be able to generate internal resources 
to the extent of more than Rs 215 crores, 
as against the original anticipation of 
Rs 415 crores. 

The railways, Mr Nanda said, wen 
making strenuous efforts to curtail ex¬ 
penditure. A fuel economy drive had 
already been launched. Steps to curb 
ticketless travel had also been initiated; 
the enhancement of penalty for ticket¬ 
less travel had yielded some results. 
A special drive for checking theft and 
pilferage of railway property as well as 
consignments was proposed to be 
launched very shortly. The economies 
thus effected might bridge the deficit 
some extent, but the increase in the price 
level would push up the cost of the 
Plan. 

For the time being, Mr Nanda 
said, it had been assessed that unless an 
additional amount of about Rs 250 
crores was forthcoming, it might not 
be possible for tbe railways to imple¬ 
ment the fourth Plan. If some of the 
important and pressing demands now 
being made by the public, the Members 
of Parliament and the state governments 
for new lines and for improving passen¬ 
ger service and reducing overcrowding 
were also to be met, even though parti¬ 
ally, further additional funds would be 
required. 

MANUFACTURE OF WATCHES 

The Government of India has permit¬ 
ted Hindustan Machine Tools (HMT) 
to set up a new watch factory at Zaina- 
kot, near Srinagar, to produce annually 
300,000 watches of the existing gent’s 
type. Simultaneously it has decided 
that the capacity of HMT Bangalore 
may be expanded from 360,000 watches 
to 560,000 watches per annum. The 
additional capacity is to be utilised for 
making automatic watches with calendar 
(day-date mechanism). The Zainakot 
factory will cost about Rs 4.75 crores. 
The expansion of the Bangalore unit is 
anticipated to cost Rs 4.16 crores. The 
HMT is understood to be negotiating a. 
technical collaboration agreement with, 
the Citizen Watch Company of Japan 
for the production of automatic watches 
as well as for the Kashmir project. 
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This Japanese company had collaborate 
ad In the setting up of the existing Banga¬ 
lore watch manufacturing unit of HMT- 

The additional capacity sanctioned 
for HMT, however, still leaves a wide 
gap between the demand for watches 
and their indigenous production. The 
demand is estimated at nearly 3.5 
million pieces per annum. The existing 
capacity is 670,000 pieces—360,000 at 
HMT Bangalore and 310,000 at a private 
unit in Bombay. The production in 1969, 
of course, was considerably less around 
430,000 pieces—HMT 330,000 pieces, 
Bombay 100,000 pieces. With the ad¬ 
ditional capacity sanctioned to HMT, 
the total capacity to manufacure watch¬ 
es in the country will be 1.17 million 
pieces. Another private sector propo- 
posal for setting up capacity to produce 
300,000 watches per annum is said to 
be under the consideration of the 
government. 

The full utilisation of HMT’s exist¬ 
ing capacity is expected to be achieved 
next year when some balancing equip¬ 
ment already ordered is installed. The 
indigenous content in HMT watches 
has gone up from 54 per cent in 1963 
to 84 per cent at present. 

M.MXC’S PERFORMANCE 

The Mineral and Metals Trading 
Corporation (MMTC) hopes to in¬ 
crease its earnings from exports of 
mineral ores by at least 30 per cent dur¬ 
ing the current financial year. Last year 
its earnings from this source aggregated 
to Rs 91 crores. This year they should 
amount to at least Rs 120 crores. Ac¬ 
cording to the chairman of the corpo¬ 
ration, Mr R. R. Behl, a large portion 
of the increased earnings would be 
from iron ore exports which may go 
up from Rs 71 crores last year to Rs 
95 crores this year. Increased earnings 
are expected also from exports of ferro¬ 
manganese and coal. 

The total turnover of the corporation 
is expected to go up from Rs 130 crores 
last year to as much as Rs 230 crores 
this year. This sharp increase is partly 
expected due to the transfer of fertiliser 
imports from the State Trading Corpo¬ 
ration to the MMTC on January 1, 
1970. Excluding the fertiliser business, 
the total turnover is anticipated to go 
up from Rs 115 crores last year to Rs 
170 crores. 

With a view to stepping up its export 
earnings, the MMTC has been, for 
quite some time now, rendering de¬ 
velopmental assistance to producers 
in the form of loans for the purchase 
of machinery, trucks, etc., and by stand¬ 
ing guarantee to mine-owners for the 
repayment of loans taken by them from 
conmerciti, banks. 

Exports of coal have been diversified 
recently. In addition to the traditional 
buyers — Burma and Ceylon (Pakistan 


was also a good buyer of our coal, but 
for the past three or four years there 
has not beat any trade with this country 
because of its refusal to have trade rela¬ 
tions with us) — supplies have been 
made to West Germany, Nigeria, 
Japan and Hong Kong. Enquiries 
have also been received from North 
Korea, This year exports of coal may 
exceed Rs 7.5 crores, as against Rs 
4.5 crores last year. 

Exports of ferro-manganesc this year 
may be approximately the same quanti¬ 
tatively as last year, but value-wise they 
are expected to be more as better prices 
are now being secured. 

The MMTC is understood to be 
having negotiations with direct pro¬ 
ducers of copper abroad instead of 
buying this non-ferrous metal through 
trade channels. Encouraging results 
are expected to flow from these negotia¬ 
tions in the near future. 

With a view to organising exports 
in the smoother manner, some senior 
officers of the corporation have been 
placed in Held. 

DEMAND FOR PETROLEUM 

The Oil Advisory Committee which 
met under the Chairmanship of Dr 
Triguna Sen, union Minister of Petro¬ 
leum & Chemicals and Mines & Me¬ 
tals, recently endorsed the revised 
demand estimates of petroleum pro¬ 
ducts till 1975. It is estimated that in 


1975 about 31.9 million tonnes of pro¬ 
ducts, including refinery boiler fuel, 
will be required. To meet this 
demand, it is felt, the country’s existing 
throughput of 19.5 million tonnes will 
have to be raised by about another 12 
million tonnes. 

As changes made by the oil companies 
in their production pattern have re¬ 
sulted in imbalances in the product 
availability the committee discussed 
the question of ensuring a production 
pattern that will meet country’s re¬ 
quirements for the various petroleum 
products with a minimum outgo of 
foreign exchange. The consensus was 
that the desired product pattern for each 
refinery should be specifically laid down 
in the monthly supply plan meeting with 
the oil companies and adherence there¬ 
to ensured. 

ENGINEERS INDIA 

Engineers India Ltd, a public sector 
undertaking, rendering design and const¬ 
ruction services for the setting up of 
petroleum refining, petro-chemical and 
allied plants, has declared an interim 
dividend of eight per cent on its paid- 
up share capital for the year 1969*70. 
Three cheques of total value of Rs two 
lakhs were presented to Dr Triguna 
Sen, union Minister of Petroleum & 
Chemicals and Mines & Metals by Mr 
M.S. Pathak, chairman of the Engineers 
India Ltd, recently. 

The company's turnover which 


5! PER CENT MAHARASHTRA STATE 
DEVELOPMENT LOAN, 1982. 

ISSUE PRICE RS. 100-00 FOR EVERY RS. 100-00. 

OPEN ON WEDNESDAY, THE 15TH JULY 1970. 

The loan will be closed as soon as the total amount of Rs. 19.25 crores has been 
subscribed and in any case not later than the close of business on the 21st July 1970. 

The applications for the loan will be received at:— 

(a) the offices of the Reserve Bank of India, Bangalore, Bombay (Fort and By- 
culla), Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna; 

(b) the branch of the State Bank of Bikaner & Jaipur at Jaipur; 

(c) toe branches of toe State Bank of Hyderabad conducting Government Treasury 
work within the State of Maharashtra; 

(d) the brandies of the State Bank of India within the State of Maharashtra ex¬ 
cept at Bombay and Nagpur and at places covered by item (c). 

Full particulars can be obtained at any of the offices mentioned above. 

dvp/79/70 
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Two fertilizer plants 
a year.... six to eight 
major projects at a time. 
total fertilizer know-how 
from feasibility study 
to push-button 
commissioning.., 
manufacture of a 
complete range of 
fertilizer catalysts. 

This is FCI today. 

Research is the verybrea 
of FCI’s life. For fertiliz 
technology must be 
constantly improved 
through the developme 
of new processes and 
refinement of old 
techniques. * 

FCI’s wide range of 
consultancy services 
tackles any problem in 
fertilizer technology 
at any stage. 


FERTILIZER CORPORATION 
OF INDIA Lift, NEW DELHI. 
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stood tit about Rs 79 lakhs for the 
year 1968-69 rose to Rs 160 lakhs 
during the year 1969-70. After success¬ 
fully completing its work in respect of 
the Madras Refinery, the Lube India 
Ltd’s lube refinery at Bombay and IOC’s 
Lube Blending Plant at Madras, EIL 
initiated design and construction work 
relating to the Rs 70 crore Haldia Re¬ 
finery the Rs 20 crore Koyoli Arometrcs 
Plant and the Kochin Refinary, ex¬ 
pansion project. 

INDIGENOUS POWER PLANTS 

The Ministry of Irrigation and Power 
has set up an eight man Committee of 
Experts headed by the Vice-Chairman 
of the Central Water & Power Com¬ 
mission to examine the capability of the 
indigenous manufacturing units to de¬ 
liver the generating plants to meet the 
requirements of the fourth Plan targets 
and suggest measures to meet the anti¬ 
cipated shortfalls. The Committee is 
expected to submit its report within six 
months. The Committee will consist 
of: Vice-Chairman, CW &PC as Chair¬ 
man, a representative of the Planning 
Commission, Chairman, HEL, Chair¬ 
man, BHEL, Joint Secretary, Ministry 
of Industrial Development, Chairman. 
UP State Electricity Board, and 
Chairman, Andhra Pradesh State 
Electricity Board as members and 
Director (P &P), CW &PC as Member- 
Secretary. 

The conference of the chairmen of 
the state electricity boards held recently 
noted that 6.48 million kW of installed 
generating capacity to be commissioned 
had been tied up with indigenous manu¬ 
facturers of power generating plants. 

In view of the delays that have taken 
place in the supplyof generating equip¬ 
ment, particularly those for hydel pro¬ 
jects, it was decided that an urgent 
examination should be made oft he 
capacity of the indigenous manufactur¬ 
ing industries to supply the generating 
equipments in time The conference 
urged that remedial measures should be 
taken to meet shortfalls. 

CHLORINE FOR KUWAIT 

An order for the export of 400 tonnes 
of liquid chlorine has been placed by 
the Kuwait Ministry of Electricity and 
Water with P.V. Shroff, leading liquid 
chlorine dealers here, who have secured 
the order with the help of the princi¬ 
pals, National Rayon Corporation Ltd. 
The first consignment has just been 
shipped. The tender was secured against 
competition from West Germany, 
Italy, Japan and the UK. 

RAJASTHAN HANDICRAFTS 

Trident India Jaipur presented an 
exhibition of textiles and handicrafts 
of Rajasthan in New Delhi recently. 
It presented about twenty varieties of 
handicrafts and textiles including sarees 


in tie & dye, silk, georgette, chiffon, 
kota-doria and shirt-pieces in as many 
varieties. Scarves, chunnis, Bunnesc- 
lungi, decorative articles in marble, 
papier mache, ivory, sandal-wood, 
brass, silver, costume, jwellery, laquer 
bangles, carpets, precious and semi¬ 
precious stones, toys, cuff-links, key- 
chains and beads were appreciated by 
the visitors. 

BEAS PROJECTS 

The union government has decided 
that the cost of Beas Project Unit I 
and II will be allocated between the 
erstwhile state of Punjab (including 
Haryana) and Rajasthan in the follow¬ 
ing percentages. 

Punjab Rajasthan 
(erstwhile) 


Unit I 

Irrigation com- 


poneot 

Power compo¬ 

85 

15 

nent 

80 

20 

Unit II 



Both Irrigation 



and Power 
components 

41.5 

58.5 

The decision was 

taken on 

the basis 

Dr A.N. Khosla’s 

recommendations 


which were considered at a meeting of 
the Beas Construction Board in April 
this year under the chairmanship of 
union Minister of Irrigation & Power, 
in which the Governments of Punjab, 
Haryana, Rajasthan and Himchal Pra¬ 
desh were also represented. 

As regards sharing of the cost bet¬ 
ween Punjab and Haryana the present 
ad hoc ratio of 60:40 will continue, 
till an agreed ratio is arrived at finally. 

Later on, when a storage work on 
Ravi is taken up, its cost together with 
that of the Beas Project may be allocated 
amongst the partner states. 

PAPER MILL IN KENYA 

Kenya and Orient Paper Mills of 
India recently signed an agreement for 
the construction of East Africa's first 
integrated pulp and paper mill, to be 
sited at Broderick Falls in the western 
region. Initial output — from local 
woods — is expected to be some 45.000 
Ions yearly for domestic and East 
African consumption when the mill 
begins operations in about three-and-a- 
lialf years. Meanwhile, in Abidjan, the 
African Development Bank announced 
it would give a loan of 41,450,000 for 
the estimated $35,000,000 Paper mill. 

U.S. ASSISTANCE 

The United State* extended a grant 
of $20 million to India to help finance 
an expanded family planning pro¬ 
gramme during ihe fourth Plan. The 


grant in foreign exchange, will be used 
to import commodities such as ferti¬ 
lizer, iron and steel chemicals and dyes. 
India will spend an equivalent amount, 
Rs 15 crores for increased family plann¬ 
ing activities. The agreement was 
signed by Dr LG. Patel, Secretary, De¬ 
partment of Economic Affairs, Ministry 
of Finance, and Mr Leonard J. Saccio, 
Minister-Director, US Agency for in¬ 
ternational Development Mission. 

NAME IN THE NEWS 

The union government has appointed 
Mr N. Ramanand Rao as Custodian of 
Central Bank of India while Mr V.C. 
Patel retired. 

Mr A. Sivasailam, Chirman, Amalga¬ 
mations Private Ltd and TAFE has been 
elected President of the Association of 
Indian Automobile Manufacturers for 
the ensuing year, at the association’s 
annual general meeting held in Bombay 
recently. 

Dr Basanti Dulal Nag Chaodhri, 

Member (Science) of the Planning Com¬ 
mission, has been appointed Scientific 
Adviser to the Defence Minister and 
Director-General of the Defence Re¬ 
search and Development Organisation. 

Mr C.E. Meyer has been elected Vice- 
President and Controller of Trans 
World Airlines by the TWA board of 
directors. Mr Meyer suceeds Mr Robert 

L. Cooper, who was Controller at TWA 

for four years prior to joining another 
company. * 

Mr Robert S. McNamara, President 
of the World Bank and its affiliate the 
International Finance Corporation, an¬ 
nounced that Mr Jndhvir Parmar of 
Lucknow, has been appointed Deputy 
Director of the Corporation’s new 
Department of Investments—Asia. 

At its meeting held recently, the 
Committee of the Indian Cotton Mill’s 
Federation re-elected Mr Radhakrisfaaa 
R. Raia as Chairman of the Federation 
for the year 1970. The Committee also 
re-elected Mr Tej Kumar Sethi as De¬ 
puty Chairman and Mr K. Sundram, 

M. P. as Vice-Chairman. 

At the annual general meeting of the 
All India Non-Ferrous Meta llnaustrias 
Association held recently Mr A.G. 
Tambawalla, was unanimously elected 
as the President for the year 1970 

The Annual General Meeting of the 
Members of the Tanners’ Federation of 
India elected Haji S. Nazar Mohamed 
as Chairman, Mr Ahmed Sharecf Khan 
as Vice-Chairman and Mr Anupam 
Sen, Sardar Harbans Singh, Mr P. 
Havrlant, Mr Islamul Huq, Mr. G. P. 
Madhavan, Mr S.P. Pandit and Mr 
K.N. Wasan as members of the com¬ 
mittee for 1970. 

Mr Madanmohan R. Ruia has resi¬ 
gned from the membership of the 
Committee of the Fedration of Indian 
Chambers of Commerce and Industry. 
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CENTURY 

Mr R.D. Birla, chairman, the Century 
Spinning and Manufacturing Company 
Ltd, in a statement at the annual gene¬ 
ral meeting held recently provided a 
picture of progress made by the com¬ 
pany since 1951. It was interes¬ 
ting to observe that the gross profit 
increased from Rs 92 lakhs in 1951 to 
Rs 12,51 lakhs in 1969. Similary gross 
block increased from Rs 2.24 crores to 
Rs 39.60 crores. Sales increased from 
Rs 7.32 crores toRs 48.39 crores. The 
number of shareholders of the comp¬ 
any also increased ten-fold from 1,430 
to 14,693 during these years, Mr R.D. 
Birla stressed the fact that the company 
has continuously improved its pattern 
of production and is now manufactur¬ 
ing highly sophisticated varieties of 
cloth which have been very well re¬ 
ceived in the market. The textile unit 
of the company is producing at the mo¬ 
ment cloth with hundred per cent 
cotton without mixing any synthetic 
fibre and yet achieving the look and 
feel of woollen, terycot and raw silk 
materials. He added that the quality 
of rayon and tyrecord yarns also com¬ 
pare favourably with the quality of yarn 
manufactured by the advanced coun¬ 
tries of the world. Talking about the 
future prospects, Mr Birla stated that if 
the schemes of cement and pulp are 
implemented at an early date and if no 
unreasonable controls are imposed in 
respect of rayon and tyre cord the com¬ 
pany is likely to show still better results. 
The directors, he added, are trying to 
expedite the implementation of the new 
schemes. 

Mr R.D. Birla indicated that during 
the year 1969 the company decided to 
maintain the dividend at the same level 
as last year in spite of improved profits, 
because the directors had in view the 
pending bonus issue. He further added 
that even the maintained dividend in¬ 
volved a distribution of Rs 141.95 
lakhs as against Rs 136.04 lakhs a year 
before. Therefore, he stressed that the 
maintenance of dividend at last year’s 
level is bound to prove fruitful to the 
shareholders as well as the company. 

SOUTH INDIA SHIPPING 

Mr J.H. Tarapore, Chairman, South 
India Shipping Corporation Ltd, told 
the shareholders at the annual general 
meeting held recently that during the 
year—1969—there was a steep fall in 
the profits of the company primarily 
due to fall in freight rates below re¬ 


munerative levels. The year was also 
marked by berthing .delays, strikes, 
slow rates of loading and discharging, 
which resulted in a comparatively less 
favourable performance of the com¬ 
pany. Nevertheless, the net disposable 
surplus for the year was around Rs 
61.18 lakhs after providing for inte¬ 
rest of Rs 90.28 lakhs and depreciation 
of Rs 112.28 lakhs. The chairman 
indicated that in order to conserve and 
consolidate the company’s resources the 
directors had recommended the trans¬ 
fer of Rs 36.60 lakhs to development 
rebate reserve and Rs 25 lakhs to gene¬ 
ral reserve. The directors, he added, had 
also proposed the payment of dividend, 
free of tax, at the rate of 7.5, per cent 
on the equity paid-up capital from the 
general reserve. 

In respect of labour problems, Mr 
Tarapore stated that intense inter¬ 
union rivalry, which leads to competing 
and inflated demand by unions 
regardless of the economic circum¬ 
stances of industry and their resort to 
unconstitutional action at times has 
caused considerable loss of production. 
One of the dominating reasons for this 
habitual indiscipline of labour, he 
stated, is the political motivation of the 
unions instead of proper representatives 
of labour. In this context the National 
Commission on Labour has produced 
a set of recommendations which should 
be give a fair trial by the many interests 
involved, he added. 

Mr Tarapore pointed out that Japan's 
increasing demand for raw materials 
for her steel industry is likely to play 
an important role in future trends of 
tramping trades. Japan has been enter¬ 
ing into contracts on a large-scale for 
periods extending from 8 to 10 
years to ensure adequate and timely 
availability of tonnage for its imports 
and exports. In this context, he added, 
that the operators can expand their 
capacity but the costs of increasing capa¬ 
city have gone up by about 30 per cent 
and the operating costs particularly 
insurance premia have also increased 
steeply. Still, the country has to in¬ 
crease its capacity to meet the increasing 
demand, he stated. 

INDO-BURMA PETROLEUM 

Mr Kamaljit Singh, Chairman, Indo- 
Burma Petroleum Company Ltd stated 
at the annual general meeting held re¬ 
cently that the company registered the 
highest level of sales in 1969, primarily 
due to the additional product availability 
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from the Indian Oil Corporation, which 
acquired a majority share-holding of 
this company on January 12, 1970 from 
Steel Brothers. He indicated that rids 
association with Indian Oil Corpora¬ 
tion Ltd, a petroleum marketing com¬ 
pany in the country, is of great benefit 
to Indo-Burma Petroleum. The sales 
of petroleum products in the period 
January to May 1970 have already re¬ 
corded 30 per cent increase over the 
corresponding period of the previous 
year. He added that steps are already 
being taken to launch an ambitious pro¬ 
gramme to expand the retail outlets, 
to renovate and remodel the existing 
outlets and train the staff and dealers 
in the latest techniques. He pointed 
out that the activities of the electronics 
manufacturing division of the company 
have considerably improved. The 
chairman added that the return on the 
company’s surplus funds has been rather 
low and as an interim measure the 
arrangements have been made to im¬ 
prove the returns by advancing a loan 
at a higher rate of interest. He also re¬ 
gretted that there has been no progress 
in regard to the realisation of the com¬ 
pany’s assets in east Pakistan and 
Burma. 

SANDUR MANGANESE 

Mr Y.R, Ghorpade, Chairman, the 
Sandur Manganese and Iron Ores 
Ltd told the shareholders of the com¬ 
pany recently that the year 1969 marked 
the completion of the first full year of 
working of the metal and ferro-alloy 
plant. The total sales realisation of 
pig iron for the year 1969 was around 
Rs 1.46 crores. During the year the 
company made a profit of Rs 7.64 lakhs 
after providing depreciation of Rs 

22.78 lakhs as against a profit of Rs 

13.78 lakhs in the previous year after 
providing depreciation of Rs 12.60 
lakhs. The chairman indicated that the 
rupee price for manganese ore exports 
during 1969 was reduced as compared 
to 1968. The quantity of manganese 
ore sold and shipped showed a signifi¬ 
cant improvement from 121,000 tons 
and 176,000 tons in 1967 and 1968 res¬ 
pectively to 207,000 tons in 1969. The 
sales realisation, however, did not in¬ 
crease in proportion to the increases in 
quantity. Mr Ghorpade stated that the 
continuation of export duty should not 
result in the MMTC reducing the rupee 
price for manganese ore export because 
it affects the capacity of tne organised 
companies to modernise, expand and 
improve the productivity of labour and 
capital. 

Mr Ghorpade told the shareholders 
that manganese ore produced by the 
company has a world-wide reputation 
and exports have been stepped up from 
nearly 50,000 tonnes every year, during 
the first decade of company’s perfor¬ 
mance starting in 19S4 to mOflStfaan 
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200,000 tonnes at present. The man¬ 
ganese ore export daring the year 1970 
to Japan and Europe is likely to be of 
the order of 300,000 tonnes. To sustain 
the production and export programme 
of this magnitude the company has 
been following a programme of electri¬ 
fication and mechanisation. The first of 
this propgramme was inaugurated by 
Mr Dharma Vira, the Governor of 
Mysore, in April 1970. The Minerals 
and Metals Trading Corporation of 
India gave a loan of Rs 25 lakhs towards 
this programme out of which an amount 
of nearly Rs 20 lakhs has been repaid by 
the end of June 1970. The chairman 
stressed the fact that the valley of 
Sandur has great future and he expressed 
satistfaction regarding the fact that the 
broad-gauge line from Torangallu to 
Mudukalpenta will open up the valley 
for increased development. 

LICENCES AND LETTERS OF 
INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act. 
1951, during the four weeks ended 
February 28, 1970. The list contains 
the names and addresses of the licen¬ 
sees, articles of manufacture, types 
of licences — New Undertaking (NU); 
New Article (NA); Substantial Ex¬ 
pansion (SE); Carry on Business 
(COB); Shifting— and annual in¬ 
stalled capacity. 

LICENCES ISSUED 
Electrical Equipment 

M/s NGEF Ltd; Off: Old Madras 
Road, Byappanahalli, PO Box No. 
384, Bangalore-1. (Myosre) Silicon 
Power Diodes — 10,000 Nos. p.a. 
(on maximum utilisation of plant) 
(NA). 

M/s Traco Cable Co. Ltd; P.O. 
Irimpanam, Tripunithura, Ernakulam 
Distt., (Kerala); Tele communication 
Cables—1000 kms. on maximum uti¬ 
lisation. (SE). 

M/sGeep Flashlight Industry Ltd.; 
28, South Road, Ahmedabad-1. (UP) 
Dry Cells—150 million Nos. after 
expansion, (on maximum utilisation 
of plant and machinery). 

Telecommunications 

M/s Telefunkcn India Ltd.; G-4, 
N.D. South Extension, New Delhi- 
49. (Haryana) Carbon Composition 
Resistor —20 million nos. Ceramic 
Capacitors— 12-million Nos. (NA). 

Transportation 

M/s Britiannia Engg. Co. Ltd; 3, 
Netaji Subhas Road, Calcutta-1. 
(West Bengal) Screw Couplings— 
75,000 Nos. p.a. (COB). M/s Sen 


Raleigh Ltd.; Mercantile Buildings, 
Lalbazar, Calcutta-1. (West Bengal). 
Powered Auto-Cycles — 49 cc. (In¬ 
dian Design development by CMERI 
-Durgapur )— 50.000 Nos. p.a. (NU) 

Chemicals (other than fertilisers) 

M/s Ballarpur Paper & Straw 
Board Mills Ltd. ;Thapar House, 124, 
Janpath New Delhi-1. (Maharashtra) 
Caustic Soda—6600 tonnes p.a. 
Hypochlorite — 5280 tonnes p.a. 
Hydrochlorite Acid — 1650 tonnes p.a. 
(NA) M/s Bombay Oil Industries Pvt. 
Ltd.;Kannoor House, 281*87, Narsi 
Nath Street, Bombay-9. (Maharashtra). 
Fatty AcidAmids—120 tonnes pa. Fatty 
Acid Nitrites— 60 tonnes pa Fatty 
Acid : Amines—120 tonnes p.a, (NA) 
M/s Chemicals & Plastics India Ltd.; 
175/1, Mount Road, Madras-2. 
(Tamil Nadu) Poly Vinyl Chloride— 
(PVC) — 20,000 tonnes pa. (SE) 

Textiles (Including those Dyed, Prin¬ 
ted or otherwise processed) 

Rajasthan Co-op. Spinning Mills 
Ltd.; Gulabpura, Bhilwara., (Rajas¬ 
than) 25,000 spindles for the manu¬ 
facture of cotton yarn. (NU). 

Sugar 

M/s Tulsipur Sugar Co. Ltd.; Tulsi- 
pur, Gonda, (UP) Sugar — Crushing 
capacity of 300 tonnes of Sugarcane 
per day or C.C. of 1,500 tonnes of 
sugarcane per day after substantial 
expansion. (SE) India Sugar & 
Refineries Ltd.; Hospct, Bellary, 
Mysore (Mysore) Crushing capacity 
of 250 tonnes of Sugarcane per day or 
C.C. of 1,500 tonnes of sugarcane 
per day after expansion. (SE). 

Palakol Co-op. Agriculture & 
Industrial Society Ltd; Palakol, 
West Godavari. (Andhra Pradesh) 
Sugar — Crushing capacity of 500 
tonnes of sugar cane per day. Or 
1,500 tonnes of Sugarcane per day 
after substantial expansion. (SE). 

Food Processing Industry 

Jaipur Roller Flour Mills; Jobber 
Bagh, Station Road, Jaipur, (Rajas¬ 
than) Wheat Products — 1,820 to¬ 
nnes per month in terms of wheat. 
(COB). 

Vegetable Oil & Vanaspati 

M/s Kamani Oil Mills; Chawla 
Bros Pvt. Ltd.; 365, Katha Bazar, 
Bombay-9. (Maharashtra) Ground¬ 
nut Oil by expeller process — 20 
tonnes per day in terms of groundnut 
seeds. (SE). 

Leather, Leather Goods & Pickers 
M/s P.E.C. limited; 5, Rifle Range 
Road, Calcutta-19. (W«t Bengal). 


Finished leather — 1.38 lakh pieces, 
p.a. (COB). 

Miscellaneous Industry 

M/s Golden Tobacco Co. Pvt. Ltd.; 
Tobacco House, Ville Pariae, Bom¬ 
bay—56. (Gujarat). Cigarettes 4,500 
million pieces p.a. (NU). 

LETTERS OF INTENT 
Metallurgical Industry 

M/s Industrial Development Cor- 
p. of Orissa Ltd.; P.B. No. 78, 
Bhubaneswar. (Orissa).—Ferro Van¬ 
adium— 480 tonnes per annum. 

Titanium Products—9600 tonnes (NU). 

Electrical Stampings 

Shri S.R. Balakrishnan, 8-A, Bi¬ 
shop Garden, Greeways Road, 
Madras-28. (Tamil Nadu) Electrical 
Steel Stampings — 3000 tonnes p.a. 
on maximum utilisation of plant. 
(NU). M/s Geep Flash-light In¬ 
dustries Ltd. ; 28, South Road, 
Allahabad ; (UP) Midget Electrodes— 
300 million nos. per annum of ma¬ 
ximum utilisation of the plant and 
Machinery. (NU) M/s Preci¬ 
sion Stampings, Prop: Gupta Ma¬ 
chine Tools Pvt. Ltd.; 50-B, Gariahat 
Road, Calcutta-19. (Haryana) Elec¬ 
trical Stampings— 3000 tonnes pa. 
(on maximum utilisation of Plant (NU); 
M/s Madhya Pradesh Industries Ltd.; 
7, Council House Street, Calcutta-1. 
(Bhopal) (MP)—Midget Electrodes— 
million Nos. pa. on maximum utilisa¬ 
tion of plant and machinery. (NU); 
Shri V. N. Rajan, 34-H, Main 
Road, Gandhinagar, Madras-20. 
Banglore, Mysore Electrical Steel 
Stampings — 3000 tonnes pa. 

on maximum utilisation of plant. 
(NU); Shri H.P. Bhatnagar, B-15, 
Green Park, New Delhi (UP or 
Haryana) Midget Electrodes— 100 
million Nos. pa. on maximum utilisa¬ 
tion of installed plant and machinery. 
(NU); M/s British India Electric 
Construction Co. Ltd., 21, Netaji 
Subhas Road, Calcutta-1. (West 
Bengal)— Low Voltage alternators 
of Bushless type without DC Ex¬ 
citer-Generator Sliperings & Bushes 
— 56 Nos. p.a. from 50 KW upto 
100 Low Voltage Alternators— 
50 KW to 100 KW within the existing 
licensed capacity of 84 nos. of standard 
self-regulated overhung DC exciter 
type LV Alternators per annum. (SE). 

Industrial Machinery 

M/s Larsen & Toubro Ltd; Powai 
Works, Kala Vihar Road, P.B. No. 
7151, Bombay-70. (Bombay-Maha- 
rashtra)—Petrol Dispensing pumps— 
750 nos. to 2400 Nos. pa. on the ma¬ 
ximum utilisation of the plant & 
machinery. (SE); M/s National 
Standard Duncan Ltd.; 31, Netaji 
Subhas Road, Calcutta-1. (Maha- 
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rashtra) Tyre Retreading Eq¬ 
uipment. 120 Nos. p.a. (Valued at 
Rs 48 lakhs) (NA) M/s Frick India 
Ltd.; Jccwan Vihar, 3, Parliament 
Street, New Delhi-1. (Faridabad-Har- 
yana) Centrifugal Package Chillers— 
20 nos. pa. (NA); M/s Larsen & 
Toubro Ltd.; L & T House, Dou- 
gal Road, Ballard Estate, Bombay-1. 
(Maharashtra) ; Bread Making Plant 
— Plant of varying capacity of 1/4 
tons /day with a totat aggregate ca¬ 
pacity of 25 tons/day. (2) Biscuit 
Making Plants of varying ca‘acity 
of I tons/day and above with aggregate 
capacity of 10 tons a day. 

Machine Tools 

M/s Nuchem Plastics Ltd.; 54, 
Industrial Area, Faridabad. (Farida- 
bad-Haryana). (i) Vcrticle upstroke 
& down stroke column type hydrau¬ 
lic presses for the Rubber Industry; 
M/s Nuchem Plastic Ltd. (ii) Vertical 
Downstroke Fabricated frame type 
hydraulic presses for the plastic in¬ 
dustry. (tii) Vertical downstroke fa¬ 
bricated from type hydraulic presses 
for the Rubber Industry including 
presses selling under the name of 
‘Meterjct’. (iv) Vertical Upstroke 
hinged head type presses for the Ru¬ 
bber Industry known as the “Hydra- 
mold.” (NA). 50 (fifty) presses 

valued at about Rs. 50 (fifty) lakhs 
per annum, Shri G.K. Damani 
29-C, Dongersi Road, Shree Sagar, 
Bombay-6 (WB) (Nasik or Nagpur— 
Maharashtra). B.E. Electric Por¬ 
table Drill (Elec) Machines all sizes. 
Electric hand grinders. Electric 
Portable blowers. Electric I Portable 
Screwdrivers, Chipper Hammer, Nut 
Runners, Valve Grinders, Honing 
Machines., 14,000 tools worth Rs. 50 
lakhs p.a. on the basis of maximum 
utilisation of plant: M/s Poysha 
Industrial Co. Ltd.; Bahadur Shah 
Zafar Marg, New Delhi-1. (Thana- 
Maharashtra). (1) Reforming Mach¬ 
ines— 15 machines p.a. (2) Flanging 
machines — 15 machines p.a. (3) 

Seaming Machines— 50 machines 
p.a. (NA). 

Commercial, Household & Office 
Equipment 

M/s Voltas Ltd.; 19, Graham 
Road, Ballard Estate, Bombay-1. 
(Maharashtra). (<) Centrifugal Pack¬ 
aged Chillers— 20 Nos. p.a. (ii) 
Refrigeration Equipment — 100 sets 
p.a. fer transport. (Hi) Plate Free¬ 
zers—30 nos, pa. (NA) 

Chemicals (Other than fertilisers) 

M/s Dai-lchi-karkaria Pvt. Ltd.; 
Liberty Building, New Marine Lines, 
Bombay-20. (P1MPRI - POONA- 
Maharashtra) Alkyl Phenol — 700 
tonnes p.a. Polyelher Polyols— 1000 
tonnes. p.a. Sorbitol-Mannitol—1000 
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tonnes p.a. (NA); M/s The Ballarpur 
Paper & Straw Board Mills lid.; 
25, Brabourne Road, Calcutta-1. 
(Mysore). ( i ) Caustic Soda— 33,000 
tonnes p.a. 07) liquid Chlorine — 
16,500 tonnes p.a. (Hi) Hydrochloric 
Acid— 10,000 tonnes p.a. (NU); The 
Mettur Chemical & Industrial Cor- 
pn. Ltd.; Mettur Dam, Tamil Nadu. 
(Tamil Nadu) Caustic Soda— 6,600 
tonnes/ year. (Capacity after ex¬ 
pansion 46,200 tonnes/ year based on 
330 days continuous process wor¬ 
king). (SE). 

Aromatic Chemicals 
M/s S.H KeJkar & Co. Pvt. Ltd., 
Bombay-Agra Road, Mulund, Bom¬ 
bay-80 (N.B.) (Maharashtra) 1. Benzyl 
propionate from 2 tonnes to 4 tonnes. 
(2) Benzyl Salcylate from 2 tonnes to 
4 tonnes. (3) Citronellol from 9 tonnes 
to 24 tonns. 4. Citronellyl 
Acetate from 2 tonnes to 5 tonnes. 5. 
Fatty Alcohols Estere and Aldehy- 
ders. from 5 tonnes to 12 tonnes. 6. 
Geranyl Formate, from 0.5 tonnes to 
2 tonnes. 7. Nerol from 1.5 tonnes 
to 5 tonnes. 8. Phenyl Ethyl Ace¬ 
tate. from 5 tonnes to 10 tonnes. 9. 
Yara Yara. from 11 tonnes to 15 tonnes. 
(SE). M/s Tata Chemicals Ltd.; 
c/o Tata Industries Pvt. Ltd., Jeevan 
Tara Building, Parliament street, 
PB. No. 66, New Delhi-1. (Gujarat) 
Soda Ash—1,44,000 tonnes p.a. (ca¬ 
pacity after expansion 3,60,000 tonnes 
p.a. (SE).; The Managing Director, 
M.P. Audyogic Vikas Nigam Ltd.; 
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'A’ Block, Old Sectt., Bhopal. 
(Korba—M.P.; Caustic Soda—27,000 
tonnes p.a. Chlorine—10,000 tonnes 
p.a. (NU). 

Textiles (Including those Dyed, Prin¬ 
ted or otherwise processed). 

M/s Plastic Packaging Pvt. Ltd.; 
Chowpatty Chambers Sudhurst 
Bridge, Bombay-7. (Poona-Maharsh- 
tra). Nylon Yarn (from 756 tonnes 
to 2000 tonnes). 

CHANGE IN NAMES OWNERS/ 
UNDERTAKINGS 

(In respect of particular licences only) 
(SE.) From M/s Binny’s Engineering 
WorksLtd., to M/s Binny Ltd From Sun- 
daram Fastners Pvt. Ltd. to Sundaram 
Fasters Ltd. From M/s Podar Mills 
Ltd., Podar Chambers, Fort, Bom¬ 
bay-1., to “Podar Processors.” 
LICENCES REVOKED OR SURRENDERED 
(In respect of particular licences only) 
M/s Bengal Immunity Co. Ltd., 
153, Dharamtala Street, Calcutta-13. 
Contraceptive Tablets. M/s Jagatjit 
Distilling & Allied Industries Ltd., 
New Delhi. Food Yeast & Brewers 
Yeast. Shree Ram Silk Manufactur¬ 
ing Co., 14, Netaji Subhas Road, 
Fabrics. Processing of Cotton 
fabrics. M/s The Seksaria Biswan 
Sugar Factory Pvt. Ltd.; Biswan, 
Sitapur (UP) Sugar. M/s Sri Sarada 
Mills Ltd., Podanur (Coimbatore) 
Tamil Nadu. Cotton Yarn. M/s The 
Shalimar Works Ltd., 4, Garden 
Reach Road, Khidderpore, Calcutta- 
23. Polyster Resins Products. 


5? Per Cent West Bengal Loan, 1982 

Issue Price Rs. 100 

Opens on the 15th July, 1970 

The loan will be closed without notice as soon as total subscriptions amount 
approximately to Rs. 11 crores and in any case not later than the dose of business 
on the 21st July, 1970: 

The proceeds of the loan will be utilised to finance development projects in¬ 
cluded in the State Plan for West Bengal. 

Applications for the loan must be for Rs. 100 or for a multiple of that sum. 
Subscriptions may be in the form of cash/cheque or Securities of 41 % West 
Bengal Loan, 1970. 

Applications will be received at— 

(a) The offices of the Reserve Bank of India, Bangalore, Bombay (Fort and 
Byculla), Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi 
and Patna. 

(b) The branch of the State Bank of Bikaner and Jaipur at Jaipur; and, 

(c) The branches of the State Bank of India within the State of West Bengal 
except in Calcutta. 

0 

Foil particulars and application forms are available from any of the offices 
mentioned above. 

/ 

W.B. (I. & P.R.) Ad. No. 2073(11) IPR/A Dated 30470 

N.S/30* 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 



EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
ail at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
apd strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections-rods, bars, angles, channels, tees, 
zeds, I-beams, H*sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? it will pay you handsomely to 
do so! Please write to: 

HtNOOSTAN ALUMINIUM 
CORPORATION LTD. 

Work*: Renukoot, U.P, 

Offices: BOMBAY 
0|IHI<6AICUTT a-MADRAS 
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SUITINGS 

SHIRTINGS 

LENOS 

POPLINS 

TOWELS 


ROLLER & 
SCREEN PRINTS 
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READERS’ ROUNDTABLE 


Reserve Bank vis-a-vis Government 


Dear Sir, 

As a regular reader of your column, 
I wish to congratulate you on what you 
have written about the lowering of the 
prestige of the RBI’s Governor’s office 
by the erstwhile Governor. (Ref.. Eas~ 
Jem Economist dated June 19, 1970 
page 1175). Perhaps, you are not aware 
that in the high circles in India, self- 
respect has been sacrificed at the altar 
of self-improvement. In these days, 
sticklers for propriety find themselves 
eased out as they are found to be totally 
unsuitable under circumstances of per¬ 
verted values. 

While on this subject, I wish to draw 
your kind attention to the fact that the 
first Governor of the Reserve Bank of 
India, viz: — Sir Osborn Smith, never 
allowed others to tamper with his inde¬ 
pendence. In the recently published 
“History of the Reserve Bank of India” 
on page 223, references to Sir Osborn 
Smith’s attitude have been given in 


the following lines: 

“Sir Osborn was, it appears, a per¬ 
son who was keen on maintaining the 
independence of the institution he 
headed. Even in his Imperial Bank 
days. Sir Osborn used to complain 
of pressures from the Government 
and the Secretary of State. At one 
time, he had told the Government 
people that ‘‘so long as I run the Bank, 
I will not be run by London or any¬ 
where else and further I would not 
tolerate interference with my busi¬ 
ness.” 

Again in pages 277 and 278 in the 
same volume, it has been mentioned 
that his successor. Sir James Taylor, 
endeavoured to maintain the tradition 
of independence of the Bank. At one 
time, he took strong objection to Go¬ 
vernment’s writing a note to him in a 
summary fashion. He went on record 
as under: 

“I regard it as important from the 


point of view of national interest that 
the independence of the Reserve Bank 
be preserved in the business aspects 
of its operations and I feel constrained 
to enter a caveat against any sem¬ 
blance of an encroachment on its 
discretion.” 

Yet another instance where the same 
Governor had to protest indignantly 
arose with reference to some comment 
of the Secretary on the draft of the Go¬ 
vernor's speech to the shareholders at an 
Annual General Meeting. (Ibid page 
278). 

Viewed in the present context, the 
attitude taken by Sir Osborn and his 
successor even in those days of British 
regime appears gallant and exemplary. 
Can we afford to entertain hopes of the 
existence of such upright officials who 
will be bold enough to wage a relentless 
battle to protect their prerogative of 
holding independent views even on the 
face of mass onslaught of Government 
influence? 

Yours faithfully, 
S. Sitaraman 

Calcutta. 



Our fleet of eighteen modern freighters offers fast. 


regular and dependable service between 

INDIA—tl. K. * THE CONTINENT • INOIA/EAST PAKISTAN—SOUTH AMERICA 
INDIA-BLACK SEA « EASTERN MEDITERRANEAN PORTS 
INDIA—POLAND Alse around the INDIAN COAST 

INDIA STEAMSHIP CO., LTD. 

-mu nuNsmr house-. 11. <u awn house sheet, cucum-i 
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THE SANDUR MANGANESE AND 
IRON ORES LIMITED 

Following is the Speech delivered by Shri Y.R. Ghorpade, 
Chairman and Managing Director, The Sandur Manganese and 
Iron Ores Limited, at a Sixteenth Annual General Meetiog held 
on 29tb Jane, 1970. 



Shri Y. R. Ghorpade 


Gentlemen, 

In the year 1969, Smiore achieved a 
record export programme of more than 
two lakh tonnes of Sandur Manga¬ 
nese ore to Japan and Europe. It 
has planned to reach an export target 
of three lakh tonnes during 1970 and 
recently completed the mechanisation 
and electrification of its mines to sus¬ 
tain this high level of production. 
The year 1969 also marks the comple¬ 
tion of the first full year of working of 
the Sandur Metal & Ferro Alloys 
Plant which went into production in 
September 1968. Smiore is already 
planning to establish one more elec¬ 
tric furnace to further diversify and 
broaden the base of its industrial 
activity. The foundations have been 
well laid and the next decade will be 
one of greater achievement and effort. 

2. The 15,000 KVA electric re¬ 
duction furnace functioned satisfac¬ 
torily and produced about 32,000 
tonnes of pig iron during 1969 in 
spite of difficulties with regard to 
supply of coke and electric power to 
the Plant. 

The average monthly production of 
foundry grade pig iron, during the 
first quarter of 1970, was 2,800 tons 
excluding scrap. The plant is pro¬ 
ducing mostly foundry grade pig 
iron with the higher silicon content to 
meet the needs of specialised found¬ 
ries. Smiore electric pig iron has al¬ 
ready made a name throughout the 
country for its consistency and quality. 
Efforts are being made to improve the 
sizing of raw materials in order to 
further improve the working of the 
furnace. Incidentally, production of 
foundry grade pig iron with lower 
silicon content results in higher pro¬ 
duction, at the same level of opera¬ 
tional efficiency. But the grades 
actullly produced will have to depend 


on price and market conditions. All 
this shows that there is no difficulty 
in the furnace operating 6teadily at 
rated capacity provided the power 
supply by the Mysore State Electricity 
Board (MSEB) to the Plant is ade¬ 
quate and steady throughout the year, 
which is very essential for any electro¬ 
metallurgical production. It is not 
enough for Mysore State to have 
adequate power. It is equally es¬ 
sential to supply power efficiently 
without frequent stoppages and fluc¬ 
tuations, especially to power inten¬ 
sive industries. Otherwise the 
cost of power per unit of production 
will inevitably be more than what it 
should be on the basis of the agreed 
power rates. It is only fair that the 
MSEB bears full responsibility for any 
tardy supply of power which affects 
the quantity, quality and economics of 
production. However, the Mysore 
State Electricity Board has com- 
leted the double circuit 220 KVA 
ne between Hubli and Munirabad 
and the 110 KVA receiving station at 
Lingapur is expected to be commi¬ 
ssioned shortly. This will improve 
the reliability of power supply to the 
plant and enable the company to plan 
its future expansion with greater 
confidence. 

3. The total sales realisation of 
pig iron for the year ending 31st 
December, 1969 was Rs. 1.46 crores. 
The interest and depreciation for the 
Metal and Ferro Alloys Plant for the 
year 1969 was Rs. 14.95 lakhs and 
Rs. 18.55 lakhs respectively which 
has been fully provided for. As a 
result of increase id pffe iron prices by 
Hindustan Steel Ltd., Smiore also 
revised its pig iron prices from 15th 
January, 1970. Recently the export 
price for ferro-manganese also has 
shown improvement. The Research 
and Planning Cell of the Company 
has undertaken to prepare a feasibility 


report for the installation of another 
elctric reduction furnace of suitable 
size, to produce alternative products, 
such as pig iron, ferro-manganese, 
and low carbon ferro-manganese. 
The relative economics of producing 
these products including ferro-silicon 
is being closely examined in relation 
to the demand in the home market 
and abroad. One more furnace will 
help to further diversify and streng¬ 
then the overall working of the com¬ 
pany. Smiore is determined to go 
ahead and play its rightful role in the 
economic development of this region. 

4. During the year 1969, the Com¬ 
pany made a profit of Rs. 7.64 lakhs 
after providing depreciation of Rs. 
22.78 lakhs as against a profit of 
Rs. 13.47 lakhs id the year 1968 after 
providing depreciation of Rs-12.60 
lakhs. The rupee price for manganese 
ore exports during 1969 was reduced 
compared to 1968. However the 
quantities of manganese ore sold and 
shipped showed a significant increase 
from 1.21 lakh tons and 1.76 lakh 
tons in 1967 and 1968 respectively to 
2.07 lakh tons in 1969. The sales 
realisation from manganese ore ex¬ 
ports increased from Rs. 166 lakhs in 

1968 toRs. 183 lakhs in 1969. The 
sales realisation did not increase in 
proportion to the increase in ore 
exports because the rupee price the 
Company got from the MMTC in 

1969 was less than the rupee price for 

1968 by Rs. 4/- per ton for A grade 
ore and by Rs. 3/- per ton for B grade 
ore. The sales realisation during 

1969 would have been higher by Rs. 
7.43 lakhs if the 1968 rupee price 
had continued. This same, rupee 
price will he applicable for the year 
1970. The export duty on manga¬ 
nese ore exports should really be abo¬ 
lished. However, die continuance of 
export duty should not result in the 
MMTC reducing the rupee price 
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for manganese ore export a man-. 
ner which affects the capacity of 
organised companies to modernise, 
expand and improve the productivity 
of labour and capital. 

5. There has been a significant im¬ 
provement in the railings from 1.33 
and 1.54 lalch tonnes in 1967 and 1968 
respectively to 2.34 lakh tonnes in 
1969. The average monthly railings 
at present are about 20,000 tonnes, 
thanks to the help and co-operation 
of the Indian Railways. It will be 
able to cope up with the big export 
programme for the year 1970 of 
about 3 lakh tonnes, consisting of 
1.20 lakh tonnes of A grade and 1.20 
lakh tonnes of C grade to Japan and 
60,000, tonnes of A grade to Europe. 
Our manganese ores have a world¬ 
wide reputation and ore production 
for export has been already stepped 
up from an average of about 50,000 
tonnes per annum in the first decade 
of Smiore’s working commencing 
from 1954 to more than 2 lakh tonnes. 
The managnese ore export programme 
of the year 1970, to Japan and Europe, 
of 3 lakh tonnes will earn foreign 
exchange for the country of the order 
of about Rs. 3 crores and is the biggest 
export effort in the history of Smiore. 
To sustain a production and export 
programme of this magnitude, in¬ 
creasing quantities of overburden or 
waste material will have to be remo¬ 
ved with the help of machines. On 
an average more than 3,000 tonnes of 
overburden will have to be removed 
per day in order to step up production 
to 2-1/2 to 3 lakh tonnes in the near 
future. 

6. It is' for this purpose that the 
Company undertook and completed 
the first phase of its electrification and 
mechanisation programme at a cost 
ofRs. 30 lakhs which was inaugurated 
by Shri Dharma Vira, the Governor 
of Mysore on 18th April 1970 at the 
16th Annual Day function at Deogiri. 
Smiore has erected Sub-stations with 
250 KVA transformers, at selected 
load centres, to distribute power to 
the mining areas. Electrically ope¬ 
rated air compressors, down the hole 
drill and dumpers are already in 
operation. Traxcavatdrs are expected 
shortly. In subsequent stages, some 
power shovels and bull dozers may 
have to be added. The project re¬ 
port for this programme was prepared 
by M/s. M. N. Dastur & Co. Private 
Ltd. It is a matter of great satisfaction 
that the engineering of this programme 
was done by our own staff. The Mi¬ 
nerals w Metals Trading Corpora¬ 
tion of India (MMTC) gave a loan 


of Rs. 25 lakhs towards this progra¬ 
mme out of which an amount of Rs. 13 
lakhs was repaid by Smiore to MMTC 
by the end of 1969, and about Rs. 20 
lakhs by the end of June 1970. The 
completion of this vital programme is 
an important landmark in the history 
of Smiore. Apart from its impact on 
production, the electrification of the 
mining operations and the labour 
colonies is bound to add a brighter 
dimension to the life at the mines and 
the surrounding areas. 

7. The company has prepared a 
master plan for a modern housing 
colony at the Metal & Ferro-Alloys 
Plant and also at the Mines. Work 
has already commenced and the first 
set of tenements will be ready by the 
end of this year. The Company has 
also approached the Life Insurance 
Corporation for substantial financial 
assistance for completing the housing 
programme as expeditiously as possible. 
Smiore also revised the pay scales of 
its employees as from May 1969 which 
increased the annual wage bill by Rs. 

3 lakhs. During the Mysore State 
Safety Week Celebrations in 1968, 
the Company s mines were adjudged 
the best open cast mine in the State 
for overall performance and working 
conditions. At the recent zonal 
Safety Week Celebrations at Doni- 
malai, Smiore mines were once again 
adjudged the best. To maintain and 
improve upon this performance is a 
great responsibility which has to be 
shared by all. 

8. The valley of Sandur has a great 
future. It is a matter of great satis¬ 
faction that the only broad-gauge 
line to be taken up in Mysore State, 
as announced in the Centre’s Railway 
Budget this year, is from Toranagallu 
to Mudukalpenta. This will open up 
the valley of Sandur for greater de¬ 
velopment. In due course we can 
expect this broad-gauge line to be 
connected with Ycshwantnagar and 
extended to Kottur and Harihar. 
The Samehalli-Hospct line will have to 
be converted into broad-gauge. A 
pelletisation plant near NMDC’s 
Donimalai Iron ore project, to pelle¬ 
tise about 2 million tonnes of iron ore 
dust, is the next logical step. It is a 
very crucial step. The Mysore Go¬ 
vernment has already informed the 
Centre that they are prepared to un¬ 
dertake the Taranagar medium irri¬ 
gation project, costing more than a 
crore, to provide water to the pro¬ 
posed pelletisation plant and also 
irrigate several thousand acres in the 
Sandur-Toranagallu area. These pe¬ 
llets can either be exported or used 


in the proposed 2 million tonnes steel 
plant. To pelletise 2 million tonnes of 
iron ore dust, which constitutes about 
50% of the proposed iron ore produc¬ 
tion at. Donimalai, is essential to en¬ 
sure the economic working of the 
Donimalai iron ore project. All those 
mining ore in this area will benefit 
by this development. 

9. The Sandur-Hospet region is 
world famous for its exceptionally 
rich and plentiful iron ore, the pro¬ 
ved reserves being of the order of 1000 
million tonnes. A large size steel 
plant is the birth right of this area. 
This has been officially recognised and 
conceded by the recent Central ann¬ 
ouncement in this regard and the state¬ 
ment of Shri K. C. Pant, Union 
Minister for Steel & Heavy Engin- 
. eering that it will initially he a 2 million 
ton steel plant. The average capital 
cost of the existing three steel plants of 
Hindustan Steel Ltd. is about Rs. 
2,500 crores per ton of finished steel 
capacity. On this basis, if India’s 
steel production is to be doubled in 
the next ten years and increased by 
one million tonnes every years as 
envisaaged by the Government of 
India, the average annual, investment 
on steel will have to be of the order of 
Rs. 250 crores, or about Rs. 2,500 
crores in the next decade. It may be 
more to the extent to which/ capital 
cost per ton increases during this 
period. The cost of setting up a 
steel plant producing 2 million 
tonnes of finished steel will be about 
Rs. 500 crores and, perhaps, more 
at the present and future prices. Every 
effort will have to be made to reach 
this target as early as possible. The 
expansion programme of Smiore is 
being planned to fit into this overall 
development and act as a catalyst 
for faster development of this area. 
The efforts being made by the Mysore 
Government and the Chief Minister 
Shri Veerendra Patil to interest the 
Japanese in the development of the 
Karwar Port for iron ore export and 
foster Indo-Japancse collaboration 
deserve every encouragement. Go¬ 
vernment should also take steps to 
develop the iron ore reserves in the 
Ramgad area on a massive scale. Such 
an integrated and well planned deve 
lopment wilt put Bellary District and 
Mysore State in the forefront of indus¬ 
trialisation. Smiore is destined to 
play its part in this exciting nation 
building activity. 

Y. R. Ghorpade 

Ycshwantnagar, 

29th June, 1970. 



76 


EASTERN ECONOMIST 


July 10, 1970 


THE METAL BOX COMPANY OF INDIA LIMITED 

Chairn|aii, Hr Bhaskar Hitter’s Review 

The following is a copy of the Review by the Chairman, Mr Bhaskar Mitter 
which has already been circulated to the members. 


Gentlemen, 

In my Review last year I had said 
that the year ahead was going to be a 
difficult one with likely problems of 
inadequate tinplate supply and increas¬ 
ing competitive pressures. In the event, 
the- year under review not only faced 
these problems, but to them was 
added the most severe industrial unrest 
in our Calcutta establishments, leading 
to the prolonged closure of the two fac¬ 
tories there. This had the most grievous 
impact on the Company’s results. 

Sales, Profits and Dividends 

2. The Company’s product sales in¬ 
creased by 6.2% to Rs 27.03 crores. 
Excluding the effect of excise duty, the 
growth was 4.1% which would “have 
been considerably higher had it not been 
for the closure of the Calcutta factories. 
Whilst this low growth was inadequate 
to meet the continually increasing costs 
and therefore depressed results, the 
direct effects of the closure, during which 
period substantial fixed costs had to be 
incurred, eroded substantially the Com¬ 
pany's profits, which fell from Rs 192 
lakhs to Rs 102 lakhs. The severity of 
this drop left no option with the Di¬ 
rectors but to pass over the interim di¬ 
vidend, a decision which they took with 
the utmost regret. 

3. In view of the subsequent improve¬ 
ment in performance after the closure, 
and having regard to the unusual cir¬ 
cumstances of the year which I hope will 
not be repeated, the Directors decided 
to draw a sum of Rs 5 lakhs from the 
General Reserve and to recommend a 
dividend of 6%. In making this recom¬ 
mendation they have borne in mind the 
fact that Rs 29 lakhs (before tax) 
charged to profits relates to payment of 
bonus for 1968-69, in respect of which 
provision made in that year's account 
was in accordance with the Payment 
of Bonus Act but actual payment was 
higher. 

4. The demand for packaged con¬ 
sumer goods has steadily increased over 
the years. However, as the bulk of,de- 
mand for our packages is still depen¬ 
dent on agricultural commodities, any 
shortages in one' particular area can 
have a considerable bearing on the 
Company’s sales. An unsound policy 
of controls on vegetable oils and sugar 
for example, has proved a stumbling 
block to the growth potential of indust¬ 
ries such as vanaspati, confectionery and 
biscuits, with the resultant repercussions 
on our growth. Such repercussions 


were more than ordinarily felt the Iasi 
year. 

5. Whilst the growth pattern of 
packaged goods is expected to continue, 
it is difficult as yet to forecast how it 
will be affected by the unfortunate ex¬ 
cise levies introduced in the last fiscal 
budget on metal containers and on the 
products of many of our customers. 
The burden of these levies is indeed 
going to be heavy for the still young 
processed food industry, which, for 
reasons of conserving food and raising 
national nutritional levels, ranks as a 
priority industry as defined by the 
Government. The high level of excise 
duties on containers and on packaging 
raw materials, particularly tinplate and 
aluminium, has resulted in package cost 
forming a very high percentage of 
retail prices. For example, the ratio of 
package cost to retail selling prices in 
the United Kingdom for a number of 
well known consumer items varies from 
6% to 12% whereas in India the ratio 
for the same items is now between 14% 
and 25 %. It is difficult to believe that 
the Government’s intention is to price 
essential mass consumption packaged 
goods beyond the reach of large sections 
of our population, which is what the re¬ 
cent cost trends seem to be doing. The 
rapid growth of rural markets so keenly 
awaited has not yet materialised, and 
consumer industry has just touched their 
fringes. 1 am afraid that the possible 
consequences of Government policy 
relating to packages, particularly metal 
packages, will tend to further delay such 
growth. 

6. The growth of the Company’s 
Paper and Plastics operation has been 
satisfactory, despite keen competition. 
It is sometimes argued that metal substi¬ 
tution can take place on a large scale 
by shifting to plastic packages or glass 
bottles. The climatic conditions, vast 
distances involved and breakages in 
transport and handling that prevail in 
our country, preclude the use of any 
materials other than the strongest avail¬ 
able to provide a long-shelf life for the 
package and the products. The growth 
in paper and plastics packages will, 
therefore, be on its own and, as in most 
developed countries, -they will co-exist 
with, and supplement other packaging 
media. Any major shifts will be isolated 
to a few specific products. It is my be¬ 
lief that even without any such major 
shift, the impressive rate of growth in 
the field of paper and plastics will conti¬ 
nue and it will make increasing contri¬ 


butions to the Company’s results. Re¬ 
sults of ftie Company’s subsidiary, 
Kosmek Plastics, suffered from an im¬ 
balance in printing capacity, high cost 
of development items and inadequate 
raw material supplies earlier in the year. 
I am hopeful of that Company achieving 
substantial improvement in results, in 
the current year. 

Package Costs and Technical Assistance 

7. It has been this Company’s en¬ 
deavour to improve the competitiveness 
of metal package by reducing its cost 
by economic utilisation of materials and 
constant development of cheaper but 
functional specifications. In other 
countries this has been achieved by 
participative research by the package 
manufacturer and the primary producer 
of raw materials, but there is still in 
our country an apparent lack of read- 
diness on the part of the primary pro¬ 
ducers to undertake research and de¬ 
velopment efforts aimed at reducing 
costs, due to a fairly secure market 
for their products. An example is tin¬ 
plate, where major achievements in re¬ 
cent years — double reduced plate, ligh¬ 
ter tin coating, tin-free steel, to mention 
a few — are the results of research and 
development work in the Steel industry 
and the feed-back of technological 
findings by can makers from the user’s 
point of view. With your Company’s 
own research and development resources 
and the access available to us through 
technical assistance arrangements, we 
are eminently in a position to assist the 
primal y pioducers in any major and 
effective development in the field of 
packaging raw materials. 

8. The technical assistance from our 
associates provides us with opportuni¬ 
ties to bring improved methods and 
products into this country. It has to be 
appreciated, however, that the introduc¬ 
tion of the latest developments in pack¬ 
aging is subject to important limitations. 
For example, while we are ready to 
introduce containers made from 2CR 
tinplate, we • cannot consider their 
marketing until Hindustan Steel are 
equipped to make such plate or, alter¬ 
natively, Government can assure conti¬ 
nuing imports. In the development of 
new products such as improved ver¬ 
sions of Crown Corks and other so¬ 
phisticated closures, beer cans,' easy 
opening ends, tinplate aersol cans, 
aerosol valves, we have continuous 
access to the most advanced technology 
in the United States and Europe through 
our technical associates. Vfo can 
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over a reasonably short period equip 
ourselves to manufacture all these pro¬ 
ducts, but we need to be certain that 
raw material of the right quality and 
specifications wilt be available to de¬ 
velop* the market, which our marketing 
research and other studies indicate, can 
be created. Without that assurance 
we run the risk of introducing an item 
the quality production of which cannot 
be sustained at economic rates; nor can 
a regular supply be assured. For the 
development of Indian manufacture, 
our own research establishments as well 
as those of our technical associates have 
been, over a long period, testing mate¬ 
rials and developing them to meet inter¬ 
national specifications. 

Research and Development 

9. Our resesrch and development 
efforts on which we spent Rs 31 lakhs 
last year continue to be concentrated 
on material savings on the one hand 
and import substitution on all fronts on 
the other. Increasing development work 
is now being undertaken by our re¬ 
search laboratories and Technical De¬ 
velopment Division in the field of car¬ 
tons, laminates and paper packaging 
systems. The Technical Development 
Section in Bombay is now operational 
and the Machinery Building Factory is 
looking forward to a substantial in¬ 
crease in its activity and the manufac¬ 
ture of more complex machinery. 
Exports 

10. Exports at Rs 70 lakhs again re¬ 
gistered an impressive growth of 24% 
over last year, despite mounting com¬ 
petitive pressures in our markets. 
Unfortunately, low prices exert a nega¬ 
tive pressure on our domestic margins 
which, despite incentives, makes ex¬ 
porting a non-profitable exericse. 
Nevertheless, in keeping with the de¬ 
clared objectives of >our Company, 
the search for new markets continues 
and we have now been able to gain an 
entry into countries like Australia, 
Ireland and Ghana. The Company was 
given an outstanding performance 
award for Crown Corks by the En¬ 
gineering Export Promotion Council, 
The Company’s contribution to the ex¬ 
port effort is even more spectacular in 
terras of goods exported in our packs, 
the value of which is estimated to be in 
the region of Rs 20 crores. 

Raw Materials 

11. The supply of raw materials has 
been a major problem in the past year 
inasmuch as tinplate supplies from 
Rourkela have been meagre and the 
other major supplier could not meet 
orders due to industrial unrest. Des¬ 
pite heavy production backlogs and 
Rourkcla’s inability to meet the mode¬ 
rate targets of production, the ban on 
import of general purpose tinplate 
continued during the year, as indeed it 
still continues according to the recently 
announced import policy. If Rourkela’s 
performance does not show any im¬ 
provement there will be a large gap 


between the supply and demand for 
tinplate. If this gap is not filled by 
imports, it could have adverse conse¬ 
quences for your Company which, in 
turn, will affect a large number of con¬ 
sumer goods industries as welt as the 
availability of packaged goods to the 
consumer. Early in this calendar year 
tinplate prices were increased by appro¬ 
ximately 6% so that the difference bet¬ 
ween international and local tinplate 
prices is now as much as Rs 800 to 
1000 per tonne. 

Industrial Relations 

12. 1 have earlier referred to the in¬ 
dustrial unrest that the Company suffe¬ 
red in its Calcutta Units, which started 
in early July. The Company was then 
faced with a demand from the Workers’ 
Union of a bonus for 1968/69 of 20% 
several times higher than the 4.5% 
payable under the Bonus Act. Whilst 
bi-partite discussions were continuing 
for an agreement on the issue, the Daily 
Rated Workers’ Union embarked on a 
programme of agitation, joined later 
by the other two Unions in Calcutta. 
Hostile demonstrations, accompanied 
by defacing of Company property, were 
held before the Company’s offices and 
the workmen resorted to go-slow tactics, 
intimidation of individual officers and 
pre-planned intermittent illegal stop¬ 
pages of work and finally illegal cofine- 
ment lasting until midnight of a Com¬ 
pany’s officer on 14th August. He had 
to be eventually rescued by the police. 
In the meantime production, which had 
been dropping gradually, had been re¬ 
duced to virtually nil in one factory and 
to a completely uneconomic level in 
the other factory. Under these cir¬ 
cumstances, the Company was left with 
no option but to close its Calcutta fac¬ 
tories on 16th August. From the same 
date, the employees attached to Head 
Office and Research Department 
went on strike. .Demonstrations and 
slogan shouting, with the free use of 
abusive language, continued thereafter 
for nearly 8 weeks, and officers as well 
as ladies on'our staff had to be rescued 
on several occasions by the police on 
the strength of search warrants issued 
by the Court. After several tri-partite 
meetings, an agreement was finally 
reached on 8th October, and the 
two factories re-opened on the 9th. 
The strike at the other two estab¬ 
lishments was withdrawn from that 
date. As I have said before, the profit 
for the year reflects the very serious im¬ 
pact of these events. I would like to be¬ 
lieve that the workmen realise that until 
and unless they identify themselves with 
the prosperity of the Company, their 
earnings and employment potential 
must necessarily be seriously affected 
and in the long run be in jeopardy. 
It is most unfortunate that West Bengal, 
which has suffered a severe recession in 
1966 and 1967, and which should now 
be recovering from it as are other parts 
of our country, has been unable to re¬ 


gister anything like the industrial growth 
rate that many other comparable Stales 
have been able to achieve. There is vir¬ 
tually no capital formation and reports 
continue to be heard of flight of capital. 
This must, in a large measure, be attri¬ 
buted to the most unsatisfactory in¬ 
dustrial relations climate, militant trade 
unionism, and the law and order prob¬ 
lem in the State. If this declining trend 
in industrial investment continues, it 
will have the most serious re percussions 
not only on the economy of the State 
but that of the whole country. If the 
industrial climate improves and the law 
and order situation is what one normally 
expects in any well administered State, 
there is no reason why West Bengal 
should lag behind other parts of India 
in industrial growth and progress. 

13. In the Company’s establishments 
outside West Bengal industrial 
relations were satisfactory and a 
three-year agreement on bonus 
was concluded. 1 wish to thank 
all employees for their co-operation in 
this connection. I would also like to pay 
a tribute to the Company’s management 
staff and ladies at Claculta who bore up 
with the severe ordeal during the closure 
period with great courage and devotion, 
and to our drivers and watch and ward 
staff who attended to their duties dur¬ 
ing that period. 

Managing Director 

14. Mr. D.I. Allport who* came to 
India in March last year, will be leaving 
in August to take up a senior appoint¬ 
ment with Metal Box in England. U is 
the Board’s intention to appoint Mr. 
P.K. Nanda to succeed Mr. Allport as 
the Managing Director. The Board 
also proposes to appoint Mr. A. Ray 
as the Deputy Managing Director. We 
are grateful to Mr. Allport for his able 
stewardship during this short but 
what turned out to be one of the most 
difficult periods in the Company’s 
history. Our best wishes will be with 
him in his new assignment. 

The Future 

15. The phase of easier raw mterial 
supplies which we had hoped to have 
entered by now, has been further de¬ 
layed so that it is difficult to forecast to 
what extent the growing demand for 
your Company's products can be met 
in the current year. The increase in prices 
of tinplate and other costs as a result 
of the fiscal budget, has compelled the 
Company to increase the selling prices 
of many of its products, which, coupled 
with new excise duties, wilj make some 
impact on demand. However, we can 
still look forward to the year with cau¬ 
tious optimism and a fair improvement 
in profits, given a reasonable supply of 
raw materials and, more important, a 
period of relative tranquility on the 
industrial front, particularly in West 
Bengal. 

Note: This does not purport to be a 
record of the proceedings of the Annual 
General Meeting. 
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Sbri J. H. Tarapore 

Gentlemen, 

It gives me great pleasure to greet 
you and welcome you to the Sixth 
Annual General Meeting of our Com¬ 
pany. 

Political and Economic conditions —- 
General 

As in the past l would like to touch 
very briefly upon the world political 
and economic conditions. 

I am sure, the members would have 
learnt with deep concern, grave cala¬ 
mities visited on some parts of the world 
in recent times, particularly the un¬ 
precedented floods in Romania and 
some other East-Europcan countries, 
and the severe earthquake in Peru, in 
which thousands of lives were lost. 
Our heartfelt sympathies go out to these 
people in distress. 

The immaturity of man the world 
over, in the political and social spheres 
is in strange contrast to his tremendous 
scientific achievements. Man has lan¬ 
ded on the Moon and yet problems 
which arc susceptible of solution accep¬ 
table to all concerned, continue to re¬ 
main with us. The war in Vietnam not 
only continues unabated without any 
foreseeable prospects of an early solu¬ 
tion, but has now spread on to 
neighbouring Cambodia. The stalemate 
in the Middle East continues, with ever 
increasing hostility betweeh Israel and 
the Arab countries. There has been no 
change in the aggressive and hostile 
attitude towards us, on the part of our 
two neighbours, China and Pakistan. 
In short, the major international politi¬ 
cal problems and conflicts of the sixties 
have continued with us, in the seventies, 
unresolved and if anything, further 
aggravated. 

On the econom c plane, severe im¬ 
balances in trade between countries, 
including highly developed countries, 
continue to plague us with uncertainty. 


SOUTH INDIA SHIPPING CORPORATION 

LIMITED 


Speech delivered by Shri J. H. Tarapore, Chairman, at the Sixth 
Annual General Meeting held on the 29th Jane, 1970. 


and have brought about refixation of 
the parity values of some of the 
currencies. As was feared, the French 
franc was devalued in 1969. The mem¬ 
bers may recall my mentioning last 
year that, in the event of any revalua¬ 
tion of the Deutsche mark, which 
appeared probable then, and which 
came about in October 1969, the loan 
commitments of the company would go 
up considerably. As stated in the Direc¬ 
tors’ Report, this has imposed heavy 
additional financial burden on the com¬ 
pany. There is fear of further revalua¬ 
tion of the Deutsche mark, as evidenced 
by the continued weakening of the 
U.S. dollar. The recent floating of the 
Canadian dollar, adds to this fear. 
There have been persistent rumours 
of an impending revaluation of the 
Japanese yen. The fact that in the 
recent months, Japanese shipbuilders 
insist on concluding building contracts 
with values expressed in yen instead of 

U. S. dollars, as was the practice for a 
number of years, lends credence to 
these rumours. 

On the domestic scene, 1969 wit¬ 
nessed interesting events in the political 
spehre. It saw the holding of the presi¬ 
dential election with due adherence to 
the democratic processes and the instal¬ 
lation of our revered and respected Sri 

V. V. Giri as President. This year, which 
happened to be the Mahatma Gandhi 
Centenary year also witnessed the 
breaking up of the Congress into two 
rival parties. This has led to political 
instability bringing in its wake, the 
attendant evil of the Governments 
having to act more for political exp- 
pediency, than in the interest of the 
country. The Law and Order position 
has severely deteriorated with the fur¬ 
ther growth of the Naxalite menace on 
the one side and communal riots on 
the other. In fact, social restlessness 
and protest against even a minimum 
measure of authority for the common 
good, would appear to be an interna¬ 
tional malady, as evidenced by conti¬ 


nued unrest, strikes, protest marches 
and the like, the world over. 

The year 1969 also witnessed the 
nationalisation of the major scheduled 
banks of the country. So much has been 
said for and against this, it would suffice 
here to say that, it is not understood, 
when these banks were practically un¬ 
der the complete control of the Central 
Government, why it was considered 
necessary to take on the additional bur¬ 
den of paying compensation and assume 
the onus of management and set at bay 
the favourite whipping boys, Capitalists 
and Industrialists. 

Last month, the Fourth Five Year 
Plan was presented to the Parliament, 
envisaging a total outlay of Rs. 24,882 
crores. It is sad that, the priorities fixed 
for expenditure in various sectors and 
spheres have again been made for ideo¬ 
logical reasons, rather than with a view 
to ensuring growth with stability. 

However, it is heartening to note 
that agriculture has been given its due 
importance in the Fourth Plan, the tar¬ 
get for increase in agricultural produce, 
being fixed at 5 p.c. per annum. A 
necessary safety valve against inflation, 
is to ensure adequate outlays for pro¬ 
duction of foodgrains and basic con¬ 
sumer goods. Recently we passed 
through a very critical period in our na¬ 
tional economic life. Two successive 
years of drought aggravated industrial 
recession in the midst of heavy inflation. 
Thanks to our scientists and technicians 
who have laboured hard to evolve new 
varieties of seeds and to the millions 
of farmers who have seized the oppor¬ 
tunity offered by the green revolution, 
we have been able to reap good harvests 
in 1968/1969. Timely rains and the stabi¬ 
lity imparted to agricultural produc¬ 
tion, have brought us into the seventies, 
in a somewhat happier position than 
what it was, in the late sixties. 

On the whole, industry also has fumed 
the comer and the process of recovery is 
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fairiy advanccd. The steep rise in prices, 
is somewhat arrested and foreign ex¬ 
change reserves and export earnings 
show an upward trend. We are now 
also in a better position to reduce our 
reliance on imports, even in regard to 
sophisticated machinery and indeed 
have begun exporting non-traditional 
items, on a sizeable scale. 

We have, of course, a long way to 
go yet in raising the standard of living 
of the people to a reasonable level 
and in achieving self-reliant growth. 
However, the economic conditions now 
prevailing, offer a reasonable opportu¬ 
nity, to pursue in a determined manner, 
the objectives of growth with stability. 

2. The Directors’ Report, the audited 
statement of Accounts for the year 1969 
and the Auditors’ Report thereon, have 
been with you fpr some time, and with 
your permission, I shall take them as 
read. 

Financial Results 

3. You must have noted from these 
accounts and reports that, in 1969, 
freight rates in all the trades your Com¬ 
pany is interested in, fell well below 
remunerative levels. This year was also 
most unfortunate for your fleet, in res¬ 
pect of berthing delays, strikes, slow 
rates of loading and discharging, wea¬ 
ther, etc., which have resulted in a very 
steep fall in the profits of the Company 
for the year under review. However, 
I am happy to advise that the net worth 
per share as at 31st December, 1969 is 
very nearly four times the paid value of 
the shares. The net disposal surplus for 
the year is Rs. 61.18 lakhs, after provid¬ 
ing for interest of Rs. 90.28 lakhs, de¬ 
preciation of Rs. 112.28 lakhs and after 
adjusting credits and debits relating to 
prior years. I am confident the members 
will concur with the view of the Direc¬ 
tors regarding the need for conserva¬ 
tion and consolidation of the Com¬ 
pany’s resources in the early years, parti¬ 
cularly bearing in mind the periodical 
severe slumps affecting the tramp trade 
in which your company is wholly en¬ 
gaged at present. In view of this, and in 
view of the steep fall in profits in 1969, 
I trust, the Directors’ recommendations 
regarding disposal of the above surplus, 
through transfer of a sum of Rs. 36.60 
lakhs to the Development. Rebate Re¬ 
serve, and Rs. 25.00 lakhs to General 
Reserve and further, payment of divi¬ 
dend, wholly free of tax, at the rate of 
7.5 percent on the equity paid-up 
Capital, from and out of the said Gene- 
rid Reserve, would be found accept 
able. 

Labour 

4. History repeated itself in May and 
lime 1970, in the matter of avoidable 
detention* such as berthing delays, 
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strikes, dislocation of cargo supplies, 
breakdown of loading facilities etc. 
The m.v. “Chennai Jayam” took 20 
days to load iron ore at Paradip. The 
“Chennai Perumai’’ and the “Chennai 
Sadhani” took 33 days and 18 days 
respectively to load iron ore at Madras. 
Whilst the strike was on at the port of 
Madras, some Southern Railway staff 
also went on strike. These strikes were 
followd by strikes in Bombay, Cochin 
and Calcutta ports. When we consider 
the repercussions of such frequent strikes 
in essential services, we are left aghast. 
I had, last year, briefly explained the 
adverse repercussions, such delays have 
on the profitability of your company 
and the chain of adverse reactions which 
follow. Suffice to say here, these avoid¬ 
able delays at Paradip and Madras, 
have reduced your company’s earning 
.in 1970, by about Rupees two and a 
half million, which can never be re¬ 
covered. Not only does the action of the 
few misguided individuals, put to loss 
the widely connected labour force in 
other industries and the users of the 
port, but'the country as a whole, is 
also put to substantial irreparable loss, 
severely retarding its economic growth. 
India can iil-afford such luxuries of in¬ 
discipline and poor organisation. To 
live beyond ones means, is a self-des¬ 
troying process. It is very illuminating 
to learn that due to strikes and other 
stoppages, India with about 7 million 
employed in industry, loses about 10 
million man-days a year, whereas, Ger¬ 
many, with about 14 million employed 
in industry, loses about 50,000 man- 
days. The devaluations of the Indian 
rupee, the Pound sterling, and the French 
franc, and the revaluation of the German 
mark, and the rumours of the imminent 
revalution of Japanese yen, do not seem 
to have taught us any lesson. Let 
us hope wiser counsel will prevail and 
timely action will be taken by the com¬ 
petent authorities |to eliminate avoi¬ 
dable delays. Barring avoidable delays 
and should the market hold firm in the 
next six months I expect we shall make 
profits slightly in excess of those of 
1968. 

I am sure you will agree with me that, 
the only solution to India’s problems, 
is to achieve rapid economic growth with 
stability and that, any action which 
inhibits growth, needs unqualified con¬ 
demnation. For growth with stability, 
our major objective should be the crea¬ 
tion of a low-cost economy. Unfortu¬ 
nately, we seem to be moving in the 
opposite direction. The only practicable 
solution is to ensure that, the wage 
structures throughout the country, are 
throughly re-orientated towards incen¬ 
tives and productivity. 

One of the factors severely hampering 
the productivity and efficiency of in¬ 
dustry today is the intense inter-union 
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rivalry, which has led to competing and 
inflated demands by unions, regardless 
of the economic circumstances of in¬ 
dustry and resort to unconstitutional 
action and at times, to out-right vio¬ 
lence. One of the dominant reasons for 
labour is that the leadership of the 
Unions in many instances is in the 
hands of politically motivated persons 
instead of true representatives of labour. 
Politically motivated strikes are entire¬ 
ly beyond the control of management. 

The National Commission on La¬ 
bour, whose members are men of great 
eminence and experience in their res¬ 
pective fields, after a careful study to the 
intricate problems of labour relations, 
have produced a set of commendable 
recommendations, which, in the inte¬ 
rests of the country, we trust, will be 
given a fair trial by the many interests 
involved — employers, employees, 
political parties, and the Central and 
State Governments — and that these in¬ 
terests, will be able to rise above their 
sectarian viewpoints. 

Market until mid-June 1970 

5. The Directors’ Report deals at 
some length with the trading condi¬ 
tions obtaining during the year under 
review and upto end of April 1970. 
Thereafter, till about the end of May, 
the freight rates remained at boom 
levels, with Japanese engaged in exten¬ 
sive forward fixing in both voyage and 
timecharter sections of the business. 
Continued firmness in Tanker market 
also reduced the threat of tankers mak¬ 
ing inroads into grain trades. However, 
towards the end,of May/carly June, un¬ 
expected slackening in Japanese en¬ 
quiries caused a set-back in Atlanic 
trades. The manner in which the tramp 
freight rates fluctuate so suddenly and 
unexpectedly, is evidenced in the freight 
market report of “FAIRPLAY Inter¬ 
national Shipping Journal*’ dated 4th 
June, 1970. To quote, “prior to week¬ 
end, the dry cargo charter market appea¬ 
red to be primed fully for a renewed 
upsurge in freight rates, but in effect, 
just the reverse happened. Most 
London ship brokers were at a loss 
for an explanation of the unexpected 
turn of events in the face of stringent 
tonnage supply and a reasonably 
healthy demand for the earlier loadin 
positions.” 

By mid-June, the Japanese enquiry 
had dropped quite substantially and 
freight rates were depressed. However, 
this does not indicate that any serious 
downward trend in rates has s6t in, 
considering the tonnage disposition and 
anticipated revival of enquiries on 
Japanese account. 

Future Trends 

6. Somewhat promising signs have 
now appeared to indicate that though 
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tramp freight rates may not rise further 
and even fall to some"ex«mt, fairly 
remunerative tramp freight rates may 
continue for some time to come. The 
rate of growth of the sea-borne trade 
and the annual increase in tonnage, over 
two/threc years, seems fairly balanced 
and it is felt, freight should not slump 
to 1969 levels. Large tankers and bulk- 
carriers, pressed ito service after the 
Suez canal closure, have been absorbed 
by the increase in sea-borne trade. Even 
if the Suez canal were to be opened 
(which seems imporbable in the near 
future), as it would be quite sometime 
before it becomes operational, it should 
not have any immediate effect on the 
freight rates. 

This apart, a number of over-aged 
vessels, which are now plying remunera¬ 
tively, thanks to the very high freight 
structure, will have to be scrapped, as 
spon as the freight rates fall to reason¬ 
able remunerative levels, as then, they 
would become uneconomical to operate. 

Grain, Coal, Ore, and Oil should 
remain the principal sea-borne commo¬ 
dities to cater to the ever-expanding 
demands of industry and population. 

Japan’s increasing demands for raw 
materials for her steel industry, will 
piay a very important role in future 
trends of tramping trades. The present 
annual level of 120/130,000,000 tons of 
imported raw materials, is expected to 
increase to over 200 million tons in the 
next few years. By 1975, Japan is 
aspiring to increase its crude steel pro¬ 
duction to 160 million tons. Scarcity of 
raw materials and/or shortage of ton¬ 
nage, are the principal factors which 
may upset their plans in this direction. 
In anticipation of this growth in its 
industrial production and assessing its 
transport requirements, Japan has been 
time and voyage chartering on a long 
term basis and entering into affreight¬ 
ment contracts, on a large scale, for 
periods extending to 8/10 years, to 
ensure adequate timely availability 
of tonnage for its imports and exports. 
Japanese cornering of sizeable tonnage 
and the general increase in traffic, which 
has led to a scarcity of vessels on short¬ 
term time charter and on voyage basis, 
are very important factors contributing 
to maintain the present very high levels 
in tramp freight rates. 

The fantastic increases in insurance 
premia for new acquisitions and the 
enhanced new building costs and the 
ever increasing operating costs, are also 
factors which will be responsible for 
maintaining the upward trend in freight 
rates. 

Though this is an opportune time for 
operators to expand their fleets, two 


factors militate against expansion, 
the new building costs having gone up 
by about 30 per emit and the operating 
costs, increasing steeply and steadily, 
particularly insurance premia. How* 
* ever, India must add. to her tonnage, 
the very high prices notwithstanding. 

Insurance 

7. The conditions prevailing in the 
marine insurance market are far from 
stable and insurance premium rates in 
the market, for new acquisitions and 
penalities recommended under the 
London Hull formula, continue to rise 
at an alarming rate. Attempts are also 
being made to increase the permiums 
on renewals. If this steep continued 
increases in the premium rates are not 
arrested, it may affect adversely the ex¬ 
pansion of the world tonnage. Further, 
the market in London has also proposed 
revised Institute Time Clauses (Hull), 
under which the vessels of your Com¬ 
pany are also covered. The changes in¬ 
corporated are most unhappy, in that, 
not only is the financial burden in¬ 
creased, but the shipowners may also 
be open to some grave risks. This 
matter is presently under negotiations 
with the Indian insurers. Insurance pre¬ 
mia now being the largest single expen¬ 
diture in the operating costs of a vessel, 
and, tramp shipping, especially bulk 
carrier trade, being highly competitive, 
any increase in premia rates and/or 
revision of the terms and conditions of 
the policy and/or imposition of penalties, 
are a matter of great concern to your 
Company. 

Port Development in India 

8. As I said last year, great technolo¬ 
gical advances are rapidly being made, 
both in the field of port developments- 
and ship designs and types, the very 
essence of which, is to drastically cut 
down the costs of transportation. 

I am sad to note that in the three Five 
Year Plans, against a meagre allocation 
of Rs. 273 crores for development, the 
ports have utilised only Rs. 144 crores. 
We appear to be crawling at a snail’s 
pace. I would repeat, Ports are a na¬ 
tional asset, on whose efficient function¬ 
ing, depends, not only the smooth flow 
of our foreign and domestic trades, but 
also the cost structure of various indust¬ 
ries, and consequently, the economic 
growth and the health of the country. 
To illustrate, the iron ore freight, can 
be brought down by nearly 30 per cent, 
if the ports are developed to handle 
80,000 to 100,000 tenders with actual 
loading rate of 30,000 to 40,000 tons 
per day. In other words, our f.o.b. 
price could be correspondingly in¬ 
creased. Similarly, if other cargoes can 
be expeditiously add efficiently loaded 
and discharged the freight clement 
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would be appreciably reduced ami die 
f.o.b. prices enhaced and the cost of 
imported items brought down. It 
should be borne in mind, when the 
costs of our imported materisils and 
component parts, etc., are. adversely 
affected., it results in higher production 
costs, which in turn, increase the costs 
of our export commodities, relying 
partially on imported materials and com¬ 
ponents, , with the inherent danger of 
pricing us out of the export market. 
A shattering blow indeed to our national 
economy. 

I would here take the liberty to caution 
the authorities concerned, each day our 
development programmes are delayed 
or deferred, we are incurring heavy 
losses, which can never be recovered and 
are exposing the country to grave 
dangers. Australia, which ventured 
decades later than India into the.iron 
ore export trade, is today far ahead of 
us. The normal loading rate in the port 
of Dampier is about 6000 tons per hour, 
whereas, the normal loading rate in the 
best equipped Indian port is about 7,000 
tons per 24 hours. A single rake corn- 
rising of nearly 200 wagons, transports 
about 20,000 tons of iron ore from the 
mines directly to the loading port, com¬ 
pared to our rake capacity of 2,500 tons 
only. To date there is not even a rail- 
link for transport of ore to the port of 
Paradip. 

I take this opportunity of cong¬ 
ratulating Mr. R.R. Bahl, Chairman 
of the Minerals and Metals Trading 
Corporation of India, for his recent 
stupendous achievement, the more so, 
in view of our very poor facilities ia 
Indian ports, in securing medium term 
and long term sale contracts, for a total 
quantity of about 72 million tons of 
Indian ores, of a total value of about 
Rs. 550 crores, which constitutes the 
largest order secured by India. Japan’s 
Steel Industry is its very life line and 
therefore, the Japanese resort to im¬ 
ports from more than one source. This 
is evidenced by Japanese also entering 
into a long term purchase contract 
for Australian Iron ore and pellets, 
aggregating to nearly 120 mi lli on 
tons with deliveries spread over 
a period of 15-21 years. To meet 
the challenge of other ore exporting 
countries, particularly Australia, it 
is of vital importance to develop 
not only the ports, but also the mining 
industry and the means of transporta¬ 
tion from the mines to the ports, failing 
which, India may lose its position of 
bring a major exporter of iron ores, 
leave alone further increase in future, 
the exports of iron ores. 

World SUpping and Indian Stripping 

9. Shipping has undergone note 
changes m the last ten yeats, than it 
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did, in the previous two hundred years* 
These changes, in respect of type size 
and design have come about through 
unceasing efforts on the part of those 
engaged in Maritime research, to cut 
down on transportation costs and to 
expedite movements of seaborne 
commodities and turn round of ships. 
Tankers of 200,000 DWT are quite 
common at sea, and vesesels of about 
500,000 DWT are on order with ship¬ 
yards and the feasibility of a million ton 
tanker is under study. By increasing 
the size of tankers from 20,000 to 
200,000 ton mark, the ‘per ton* transpor¬ 
tation cost has been cut by about 80 per 
cent. However, for the time being, 
200,000 ton size vessels will be precluded 
from many trades, because of the draft 
limitations at ports and many channels 
on the sea routes. 

The world tonnage in May 1969 
crossed the 200 million GRT mark. 
There has been a very marked increase 
in the use of specialised ships, such as 
liquified gas carriers, petroleum pro¬ 
duct carriers, fruit carriers. Hover- 
crafts, Container and Lash ships, etc. 
No doubt, there is still room for a 
handy size vessel today, but by and 
large, the trend is towards acquiring 
bigger, faster and specialised ships. 

During the sixties, the growth of 
bulkcarrier fleet has been ten-fold 
This tonnage, in 1960, stood at 6.6 
million DWT, as against 66.4 million 
tons on 1-1-1970. During 1969, 
the world bulk carrier tonnage in¬ 
creased by 8.8 million DWT, as 
against 11.2 million tons in 1968. This 
rate of increase is expected to continue 
during 1970 and 1971. As on 1.1.1970, 
there were 481 bulk carriers on order 
for, deliveries upto about end of 1972, 
with a total DWT of about 28.5 million. 

Indian tonnage, which now stands at 
about 2.3 million GRT, is in a position 
to carry only about 18 per cent of its 
foreign trade, although its share in, 
liner trade has increased to about 45 
per cent. It is, however, hoped that, 
with the addition of tonnage of about 
one million GRT by the end of 4th 
Five Year Plan, the share of Indian 
Shipping in the total overseas trade will 
be increased to about 40 per cent. Al¬ 
though Indian Shipping has so far made 
tremendous progress after the Indepen¬ 
dence, I am afraid, the pace of expan¬ 
sion of the Indian fleets is going to be 
slowed down due to foreign ship¬ 
yards’ order books now being full to 
the brim and they being no longer in¬ 
clined to offer favourable deferred pay¬ 
ment terms at low rates of interest, as 
insisted upon by the 'Indian Govern¬ 
ment* The delivery dates having gone 
into 1973 and beyond, it is difficult to 
expect addition to Indian tonnage on 
account of further new orders being 


placed for the next 3/4 years. How¬ 
ever, from time to time, new buildings 
are offered on resale, the business being 
concluded within a matter of days. A 
resale offer of a new building is a dist¬ 
ress sale, hence a bargain. But 1 am 
afraid, it is impossible for Indian ship¬ 
owners to seize such few and far bet¬ 
ween golden opportunities, due to the 
cumbersome procedure to be followed 
for obtaining necessary sanctions of 
the Government of India, for purchase 
of ships. To illustrate, recently a most 
attractive resale offer received by your 
Company, of a 112,000 DWT bulk- 
carrier backed by a time-charter, was 
finalised and concluded with a foreign 
buyer, within a few days, even before 
your company could compile the neces¬ 
sary information required to apply to 
authorities for necessary sanction, to 
buy this ship. This apart, for place¬ 
ment of orders on a shipyard for a new 
building, unless Indian Government 
authorities release the foreign exchange 
to meet at least the down-payment re¬ 
quirements, the expansion of Indian 
Shipping isfrbound to be extremely slow 
and limited to Rupee payment count¬ 
ries, where comparatively, the quality 
is poor and the costs are high. This 
apart, Rupee payment countries, are far 
behind in the building of bulk carriers 
and specialised ships of the size and 
type, which are now necessary, for 
profitable trading, for the working life 
of the ship. Here again, it is reported, 
Yugolslavia, one of the principal ship 
exporting countries to India, has now 
advised that it will not be in a position 
to supply ships on full payment in 
Indian rupees. 

AvS ships engaged in foreign trades, 
earn adequate foreign exchange, within 
about 7-8 years, not only to meet their 
capital cost plus interest on deferred 
payments but also leave a positive sur¬ 
plus, Government authorities, should 
agree to set aside a part of the foreign 
exchange earnings of ships, which can 
be utilised for making down payments 
etc. I would, therefore, once again 
strongly urge the authorities to con¬ 
sider sympathetically the shipowners’ 
pleas for release of foreign exchange for 
down-payments and expeditious pro¬ 
cessing of applications. Otherwise, 1 
fear, the Fourth-Five Year plan target 
of 3.5 million tons may not be achieved. 

Whilst not being unmindful of the 
generous assistance given to ship¬ 
owners in the past, by way of loans 
through the Shipping Development 
Fund Committee. I am constrained to 
state that this assistance is now shrinking 
and becoming restrictive despite the fact 
that, Indian shipowners have earned the 
richest dividends for the country, thanks 
to this assistance. Not a single Indian 
industry can boast of having achieved 
so much, with so little, as the shipp¬ 


ing industry has done. Why then is this 
assistance instead of being stepped up, 
being reduced and becoming restrictive. 

If India were to follow, even to a 
small extent, some of the practices of 
the highly developed countries, such 
as, the U.S.A., the U.K., Japan etc. in 
regard to assistance to the national 
tonnage, the Indian fleet could expand 
not only at a faster rale than in the 
pasi, but also bring in yet higher returns 
for the comparatively small incentives 
given. 

However, on the whole, the position 
of Indian Shipping is encouraging. The 
Indian fleet is the second largest in the 
East, after Japan and our ships today, 
trade to and from almost all the impor¬ 
tant ports of the major trading count¬ 
ries of the world. 

In conclusion, 1 would like to ex¬ 
press, on behalf of the Board and the 
members, our grateful thanks and deep 
appreciation to the Company’s manage¬ 
ment and the staff, both ashore and 
afloat, owing to whose untiring sincere 
efforts and great initiative, the commen¬ 
dable results for the year 1969 have been 
achieved, despite the most distressing 
trading conditions that obtained in this 
year. It is this great, though intangible 
asset, viz., an imaginative management 
and an efficient sincere and hard-work¬ 
ing executive staff, both of which our 
company possesses in full measure, that 
enables us to withstand adversity and 
to grow from strength to strength. 

Note: This docs not purport to be 
a report of the proceedings of the Annual 
General Meeting of the Company. 
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RECORDS AND STATISTICS 

Growth of Industrial Houses 


A recent study of leading industrial 
houses for the year 1967-68 by Mr B. 
Dutta of the Company Law Depart¬ 
ment has brought out three important 
facts. First, the assets of the 20 large 
industrial houses — classified as such 
by the Monopolies Inquiry Commission 
on the basis of the assets of each ex¬ 
ceeding Rs 35 crores in 1963-64 — 
increased by more than 54 per cent bet¬ 
ween 1963-64 and 1967-68. The total 
assets of these 20 houses amounted to 
Rs 1780 crores in 1963-64; by 1967-68, 
they had risen to Rs 2,752 crores. 
Second, the first three industrial 
houses, namely, Tata, Birla and Martin 
Burn, retained their 1963-64 ranking in 
1967-68 but Mafatlal rose from the 
15th position to the fourth, pushing 
Bangur to the fifth rank. Third, the list 
of large industrial houses (assets: Rs 
35 crores) increased from 20 to 30. 

The text of the article follows: 

The rate of growth of the industrial 
houses is one of the mechanisms of 
measuring concentration of economic 
power. Economic power is, however a 
qualitative concept, which cannot be 
subjected in the strict sense to precise 
measurement. The Monopolies Inquiry 
Commission when asked to define the 
term ‘concentration of economic po¬ 
wer’ observed “This is not easy nor it 
is necessary”. Even the Monopolies 
and Restrictive Trade Practices Act, 
(MRTP Act) which through the provi¬ 
sions of Chapter III seeks to regulate 
such concentrations does not attempt 
any precise definition of the term. 
However, through the methodology 
of approach adopted, it could be ob¬ 
served that the Mahalanobis Com¬ 
mittee Report, the Monopolies In- 
uiry Commission (MIC) and the In- 
ustrial Licensing Policy Inquiry Com¬ 
mittee (ILPIC) have used the size of the 
capital under common control as a 
measure of the degree of concentration 
of economic power. 

In some of the earliest attempts 
made in this direction the concen¬ 
tration in terms of owners’ capital 
of commonly controlled bodies 
corporate and more particularly the 
paid-up capital of such bodies corporate 
was taken as one of the standards of 
measurement of ‘concentration of eco¬ 
nomic power*. For locating concen¬ 
tration, the Monopolies Inquiry Com¬ 
mission prepared a list of business 
groups each controlling a group of 
companies. Only such business groups 
as were found by the Commission in 


control of total capital employed (ex¬ 
cluding depreciation) of at least Rs 5 
crores, were taken to form part of its 
study in this regard. The Commission 
thus in a way accepted control over 
total capital employed, after allowing 
for deductions on account of value of 
fixed assets as a measure of concen¬ 
tration. The paid-up capital forms only 
a part (some time quite small) of the 
total and cannot, therefore, be taken 
as an appropriate indication of the exist¬ 
ence or furtherance of concentration. 

The Monopolies and RestrictiveTrade 
Practices Act, refers in the context of 
regulating expansions, amalgamations, 
mergers and the like to assets of certain 
size owned by inter-connected under¬ 
takings. The concept of assets in MRTP 
Act in so far as bodies corporate are 
concerned, is the same as defined in 
■the Companies Act, viz., total capital 
employed minus value of depreciation, 
commonly known as ‘assets’ which are 
equal to total liabilities in the account¬ 
ing sense. For the study presented in 
this article, the growth of industrial 
houses has been measured in terms of 
assets as defined above though data 
relating to paid-up capital have also 
been given. 

The scope and Methodology 

The Monopolies Inquiry Commis¬ 
sion extended the scope of its study 
relating to concentration of economic 
power in the private corporate sector 
to 75 business groups whose total assets 
in each case were found to be not less 
than Rs 5 crores. On the basis of the 
composition of each. business group 
decided upon the the Commission in 
view of the criteria evolved by it, assets 
of companies considered as belonging 
to these groups were taken as a measure 
of control over capital exercised by the 
business groups individually. The 
exercise by the Monopolies Inquiry 
Commission related to the year 1963-64. 
The Industrial Licensing Policy Inquiry 
Committee for the purposes of deciding 
about the composition of industrial 
houses covered the same 75 groups as 
indicated by the MIC in its Report, 
these houses were named by the ILPIC 
as ‘large industrial houses’. The Com¬ 
mittee not accepting the composition 
of the industrial houses as given by 
the MIC evolved a new set of ertieria 
as detailed by it in para 2.16 of its 
Report. The data presented in the 
Report by the ILPIC in respect of the 
industrial houses as constituted by it 


was as on 31st December 1966. In this 
article, for the purposes of presentation 
of data, the composition or the indus¬ 
trial houses for the year 1963-64 has 
been taken as adopted by the Mono¬ 
polies Inquiry Commission and for 1966 
as by the Industrial Licensing Policy 
Inquiry Committee. 

In fact, the data presented in 
this article for these two years is 
as given by the two bodies. For 
1967-68, however, the data have been 
culled out from die published annual 
accounts of companies shown as be¬ 
longing to the 75 industrial houses by 
the Industrial Licensing Policy Inquiry 
Committee. Adjustments have, how¬ 
ever, been made for liquidations, merg¬ 
ers and in respect of companies struck 
off the Registers maintained by the 
Registrars of Companies. The coverage 
of the study presented in this article 
extends to all the 75 industrial houses 
for the years 1963-64, as on 31st De¬ 
cember 1966 and the year 1967-68. The 
number of industrial houses listed by 
the ILPIC is 72 as the Committee 
merged a few houses during the course 
of its study. In terms of the coverage, 
however all the 75 industrial Houses 
were accounted for in the ILPIC study 
and as mentioned earlier, have been 
covered in this article. 

Overall Position of 75 Industrial Houses 

On the basis of the composition of 
industrial houses as decided upon by 
the Monopolies Inquiry Commission, 
the total assets of 75 industrial houses 
listed in its report amounted to Rs 
2605.9 crores in 1963-64. As already 
mentioned, the Industrial Licensing 
Policy Inquiry Committee confining 
its study to die seventy five houses 
adopted a somewhat different set of 
criteria for deciding about their compo¬ 
sition. This resulted in some increase in 
the number of companies taken as 
belonging to them. The assets of the 
companies constituting the 75 indus¬ 
trial houses aggregated to Rs 3418.5 
crores as on 31st December, 1966. In 
1967-68, the assets of the 75 industrial 
houses amounted to Rs 4032.4 crores. 
The position regarding the growth in 
paid-up capital and assets of the 75 
industrial houses taken together for 
the period 1963-64 to 1967-68 is 
given in Table I. 

Aggregate assets of companies be¬ 
longing to the .75 industrial houses 
increased in absolute terms by- Rs 
1426 crores over the period 1963-64 
to 1967-68. In terms of percentages, 
increase in assets works out at 54.7 
per cent over the same period. But the 
paid-up capital of the 75 industrial 
houses taken together increased only 
by 40.3 per cent. In absolute terms, the 
increase in paid-up capital was only 
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261 crores. A part of the increase in 
assets, etc. in 1966 and 1967-6° over 
the 1963-64 level is because p* larger 
number of companies included by the 
ILPIC in the industrial houses. To an 
extent a comparatively larger increase 
in terms of assets is attributable to the 
use of the community’s tunds by the 
industrial houses obtained by way of 
borrowings. 

Table I 


(Rs crores) 


Year 

Paid-up Assets 

1963-64 as per MIC 
Report 

capital 

646.5 

2605.9 

As on 31st December 
1966 as shown in 
the ILPIC Report 

776.8 

3418.5 

Percentage increase 
in 1966 over 1963- 
64 

20.2 

31.2 

1967-68 fas now work¬ 
ed out) 

907.3 

4032.4 

Percentage increase in 
1967-68 over 1963- 
64 level 

40.3 

54.7 


Growth in Concentration 

The MIC had, on a rough basis, 
placed aggregate assets of the private 
corporate sector excluding banking 
companies, at Rs 5552 crores in 1963-64 
(vide p. 122 of MIC Report). On this 
basis, the Commission arrived at the 
conclusion that “the proportion of the 
assets of the 75 groups to those of all 
non-government and non-banking com¬ 
panies, therefore, works out at 46.9 
per cent”; the assets for the year 1963- 
64 for the 75 industrial houses having 
been placed at Rs 2605.9 crores. By 
1967-68, the assets of these houses, 
as mentioned earlier, increased to Rs 
4032.4 crores. On the other hand, the 
assets of the entire private corporate 
sector excluding banking companies 
on a rough calculation appear to have 
reached the level of Ks 7500 crores in 
1967-68. On this basis, the share of the 
75 industrial houses in terms of the 
assets owned by them would work out 
at 53.8 per cent of the total indicated 
for the entire private corporate sector. 
In other words, the concentration in 
terms of control over the community’s 
funds increased from 46.9 per cent in 
1963-64 to 53.8 ]>er cent in 1967-68. 
Over the same period, the increase in 
the total assets of the entire private 
corporate sector was of the order of 
only 35 per cent. In absolute terms, of 
the total increase of nearly Rs 1948 
crore? in assets of the entire private 
corporate sector, the 75 industrial 
houses accounted for ait increase of 
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Rs 1426 crores, i.e. nearly 73 per cent 
of the total. 

Larger Industrial Houses 

The Industrial Licensing Policy 
Inquiry Committee classified 20 indus¬ 
trial houses, each with assets of more 
than Rs 35 crores in 1963-64. as “larg¬ 
er industrial houses’’. The assets of 
these 20 houses amounted to Rs 
1779.8 crores in 1963-64. By 1967-68 
Iheir assets which amounted to Rs 
2752 crores stood higher by 54 6 
per cent than in 1963-64. In absolute 
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terms, the increase in the assets of 20 
larger industrial houses amounted to 
Rs 972 .2 crores over the period 1963-64 
to 1967-68. A comparative picture of 
the asset position of the 20 larger 
industrial houses for the year 1963-64. 
as on 31st December, 1966 and as in 
1967-68 in terms of individual houses 
is indicated in Table IT. 

It is interesting to note that some 
of the houses listed above achieved 
unprecedented growth during the period 
1963-64 to 1967-68. For instance, the 
assets of the industrial house of Mafat- 
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lal increased during the period Ivy 195.9 
per cent., Birlas recorded an increase 
or 96.6 per cent followed tfy Shri Ram 
whose assets increased by 96.4 per cent. 
Surajmull Nagarmull recorded an in¬ 
crease of over 87 per cent, Sarabha.s 
by 68.2 per cent, Bangurs by 60.3 
per cent and Walchand by 54.7 per 
cent. The increase in the assets of other 
houses over the period though subs¬ 
tantial was between the range of 13.1 
per cent for Kilachand to 49.6 per cent 
for Killicks. 

If the 20 larger industrial houses 
are ranked according to their holdings 
of assets, it appears that the top five 
houses accounted for 58 per cent of 
the total assets of 20 larger industrial 
houses in 1967-68 ad the top ten hous¬ 
es accounted for nearly 77 per cent of 
the total. Table 111 explains the 
position 

Quite a few industrial houses chang¬ 
ed their ranking between 1963-64 and 
December 31, 1966. On account of a 
comparatively faster rate of growth in 
assets, as many as 9 industrial houses 
improved their ranks indicated for 


them in 1963-64. On the other hand, on 
account of decline in the rate of growth 
of some six industrial houses there 
took place a decline in their ranking 
as well, But five were able to maintain 
their ranking as given to them by MIC 
in 1963-64. Further changes in the as¬ 
sets position of the industrial houses 
recorded by 1967-68 altered once again 
the ranks of the industrial houses. 
The details in respect of these houses 


Table III 

(Rs. crores) 



Assets 

Percen¬ 


in 1967- 

tage 


68 


1. Topmost House 

584.6 

21.2 

2. Topmost 2 Houses 

1160.2 

42.2 

3. Top 5 Houses 

1595.3 

58.0 

4. Top 10 Houses 

2105.4 

76.5 

5. Top 15 Houses 

2480.5 

90.2 

6. Top 20 Houses 

2752.1 

100.0 


Table II 


(Assets Rs crores) 


SI. Industrial House 

No. 

As per 
MIC 
report 
1963-64 

As per 
ILPIC 

As on 
31-12-66) 

1967-68 

Per cent 
increase 
in 

1967-68 

over 

1963-64 

1. Tata 

417.72 

505.36 

584.63 

39.9 

2. Birla 

292.72 

457.84 

575.60 

96.6 

3. Martin Burn 

149.61 

153.06 

174.29 

16.5 

4 Bangur 

77.91 

104.31 

124.88 

60.3 

5. A.C.C. 

77.36 

89.80 

105.84 

36.8 

6. Thapar 

71.90 

98.80 

103.30 

43.7 

7. Sahu Jain 

67.69 

58.75 

79.68 

17.7 

8. Bird Heilgers 

60.10 

68.62 

78.62 

30.8 

9 J.K. Singhania 

59.20 

66.84 

78.75 

33.0 

10. Surajmull Nagarmull 

57.37 

95.62 

107.34 

87.1 

11. Walchand 

55.17 

81.11 

86.24 

54.7 

12. Shri Ram 

54.68 

74.13 

107.41 

96.4 

13. Scindia 

46.96 

55.98 

65.44 

39.4 

14. Goenka 

46.95 

65.34 

64.55 

37.5 

15. Mafatlal 

45.91 

92.70 

135.87 

195.9 

16. Sarabhai 

43.16 

56.71 

72.58 

68.2 

17. Andrew Yule 

41.89 

46.75 

54.12 

29.2 

18. Killick 

41.50 

51.07 

162.10 

49.6 

19. I.C.I. 

36.89 

50.06 

51.11 

38.5 

20. Kilachand 

35.13 

37.23 

39.72 

13.1 

Total 

1779.82 

2310.07 

2752.07 

54.6 
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are given in Table IV. But the 
position in respect of a few houses is 
indicated below. 

Table IV 

The Improvement in the Ranking 
of Industrial Houses over the 
period 1963-64 to 1967-68. 


Name of the House 

Rankin 

1963-64 

Rankin 

1967-68 

Mafatlal 

15 

4 

Shri Ram . 

12 

6 

Sarabhai 

16 

14 

Walchand 

11 

10 

Killick 

18 

17 

Soorajmull Nagarmull 10 

7 

Tatas 

1 

1 

Birlas 

2 

2 

Martin Burn 

3 

3 


The ranking of the top 5 industrial 
houses as per the assets position in 
1967-68 is as follows : 


Table V 


Name of the House 

Rank 

Tatas 

1 

Birlas 

2 

Martin Bum 

3 

Mafatlal 

4 

Bangur 

5 


The assets of these top 5 houses 
amounted to Rs 1595.3 crores in 
1967-68 which formed more than 58 
per cent of the total assets of the 20 
“larger industrial houses”. The top 
2 industrial houses accounted for 42 
per cent of the total assets of the 20 
larger industrial houses. 

As already mentioned, the assets of 
the 20 larger industrial houses, am¬ 
ounted to Rs 1779.8 crores in 1963-64 
and Rs 2752.1 crores in 1967-68. 
The share on this basis of the 20 larger 
industrial houses in aggregate assets 
for the entire private corporate sector 
(excluding banking companies) was 
32 per cent in 1963-64. By 1967-68, 
the assets owned by these 20 In¬ 
dustrial houses accounted for 37 per 
cent of the total assets of the entire 
private corporate sector. The bulk of 
the increase was accounted for by a 
few major houses viz., Birlas, Tatas, 
Mafatlal, Shri Ram, Surajmull Nagar¬ 
mull, Bangur, Sarabhai, Walchand and 
Thapar. 

• i 

Larger Industrial Houses—Addition 
Necessary 

The analysis of the accounts of com¬ 
panies belonging to the 75 industrial 
houses for the year 1967-68 reveals 
that 10 industrial houses whose assets 
ranged from Rs 11.68 crores to Rs 
33.94 crores in 1963414 have now quali- 
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fled for being classified as larger indus¬ 
trial houses if the definition of such 
houses adopted by the Industrial 
Licensing Policy Inquiry Committee is 
followed. The assets of each of these 


10 houses were higher than Rs 35 
crores in 1967-68. For instance, the 
assets of Seshasayee, the smallest of 
the 10 industrial houses, amounted to 
Rs. 40.49 crores in 1967-68. The largest 


Table VI 

(Assets Rs crores) 


SI. Name of Industrial House 
No. 

As per 
MIC 
Report 
(1963-64) 

As per 
ILPIC 
31-12-66 

In 

1967-68 

<»/ 

/O 

increase 

in 

1967-68 

over 

1963-64 

1. Kasturbhai Lalbhai 

2. Macneill & Barry-Binny 

33.94 
29.21 1 

51.19 

l 

59.21 

74.5 

21.13 1 

f 57.28 

62.56 

114.2 

3. Jardine Henderson 

28.51 

41.82 

43.91 

54.0 

4. T.V. Sundaram Iyengar 

21.87 

43.83 

50.86 

132.6 

5. Mahindra & Mahindra 

20.12 

38.58 

51.34 

155.2 

6. Kirloskar 

19.12 

43.02 

61.20 

220.1 

7. Khatau (Bombay) 

13.62 

40.09 

46.85 

244.0 

8. Parry 

11.68 

41 93 

53.79 

360.5 

9. Seshasayee 

26.69 

32.72 

40.49 

51.7 

10. Bajaj 

21.14 

35.24 

45.54 

115.4 


Table VII 

s 




(Rs crores) 


Year Assets of Assets of Percentage 

30 Houses 75 Houses shareof 30 

houses in 
the assets 
of 75 
Houses 


1963-64 as per MIC Report 2048.5 2605.9 78.6 

As at 31st December, 1966 as per ILPIC 2736.0 3418.5 80.0 

1967-68 3267.8 4032.4 81.0 


Note: The top 30 houses; are not common for the thn» years. On the basis of 
the size of their assets during the relevant year, the houses included in this list 
have undergone changes. 

Table IX 

(Assets Rs crores) 


' " ' " “ '''jf ' " ' ““““ ~ 

Name of the Industrial House As per MIC As per In 

Report ILPIC Report 1967-68 

1963-64 on as 31st 
December 
1966 


1. Dalmia, Jay Dayal 

26.57 

26.71 

30.31 

2. Simpson 

21.79 

32.91 

34.65 

3. Shaw Wallace 

21.25 

22.27 

27.76 

4. Naidu G.V. 

20 85 

26.41 

26.52 

5. Turner Morrison 

19.90 

23.14 

24.17 

6. Ruia 

18.92 

22.40 

23.74 

7. A. & F. Harvey 

18.69 

21.83 

25.19 

8. Nowrosjee Wadia 

18.54 

20.56 

25.95 

9. Sbapoorji Pallonji 

18.69 

26.35 

27.83 

10. Thiagaraja 

16.81 

16.54 

20.01 

11. V. Ramakrishna 

13.61 

17.78 

23.95 

12. Thackersey 

13.51 

17.19 

22.45 

13. Naidu V.R. 

12.94 

21.55 

22.98 

14. GUlanders Arbuthnot 

12.83 

29.01 

26.93 

15. Modi 

11.28 

19.38 

32.53 

16. Rallis 

10.80 

17.94 : 

21.98 

17. Tube Investment Murugappa Chettiar 

10.69 

20.06 

22.56 

18. Kamtoi 

12.06 

18.04 

20.88 
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group among these 10 bouses, viz. 
Macneill Barry-Binny owned assets of 
the value of Rs 62.56 crores in 1967-68. 
The assets of each of these 10 houses 
for the year 1963-64, as on 31st Decem¬ 
ber, 1966 and as in 1967-68 together 
with percentage increase in their assets 
recorded in 1967-68 over 1963-64 level 
are indicated in Table VI. 

Each of the ten industrial houses 
listed above has improved its position 
to be ranked along with the 20 larger 
industrial houses listed earlier in this 
article. It would be of interest io note 
that Parry recorded an increase of 360.5 
per cent in its assets over the period 
1963-64 to 1967-68. Over the same 
period, Khatau recorded an increase 
of 244.0 per cent, Kirloskar of 220.1 
per cent, Mahindra & Mahindra of 
155.2 per cent, T. V. Sundram Iyengar 
of 132.6 per cent and Bajaj of 115,4 
per cent. 

On the basis of the criteria adopted by 
the Industrial Licensing Policy Inquiry 
Committee the list of larger industrial 
houses with assets of Rs 35 crores and 
more in 1967-68 would stand expanded 
to 30 instead of 20 listed by the ILPIC 
on page 18 of its Report. 

Thirty Larger Industrial Houses 

It follows from the above analysis 
that 30 industrial houses can be classi¬ 
fied as “larger” industrial houses. 
It would thus be interesting to indicate 
in broad terms, the aggregate ^assets 
owned by them in the year 1967-68 as 
compared to the top 30 houses of 1963- 
64. The total assets of the 30 Houses 
now classified as “larger” industrial 
houses amounted to Rs 3267.8 crores. 
The tabic VII indicates the position 
vis a vis the total assets of the 75 in¬ 
dustrial houses taken together. 

The total assets of the 30 larger 
industrial houses for 1967-68 accounted 
for 81 per cent of the aggregate assets 
of 75 industrial houses and 43.6 per 
cent of the assets of the entire private 
corporate sector (excluding banking 
companies) calculated at Rs 7500 
crores for 1967-68. The degree of con¬ 
centration of ownership of assets in 
terms of relative share of top most hous¬ 
es in the assets of companies belonging 
to the 75 industrial houses is indicat¬ 
ed in table VIII. 

Part A of Chapter III of the Mono¬ 
polies and Restrictive Trade Practices 
Act inter alia tends to regulate 
expansion, ♦ establishment of new un¬ 
dertakings, mergers and amalgamations, 
etc. of interconnected undertakings 
which taken together own assets of 
the value of not less than Rs 20 crores. 
On the basis of the definition of Inter¬ 
connected undertakings given in clause 
(g) of section 2 of the Act in so far as 
it is applicable to bodies corporate, a 
group of inter-connected companies 
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Table VIII 

RELATIVE SHARE OF TOP: 
MOST HOUSES IN ASSETS 


Number of the Top 
House 

Assets 

(Amount 

in 

crores) 

Percen¬ 
tage tit 
total 
assets 
of 75 
Indus¬ 
trial 
Houses 

Topmost House 

584.6 

14.5 

Top 2 Houses 

1160.2 

28.8 

Top 5 Houses 

1595.3 

39.3 

Top 10 Houses 

2105.4 

52.3 

Top 15 Houses 

2480.5 

61.5 

Top 20 Houses 

2790.1 

69.2 

Top 25 Houses 

3050.2 

75.6 

Top 30 Houses 

3267.8 

81.0 

Remaining 45 Houses 

764.6 

19.0 

Total 75 Houses 

4032.4 

100.0 


would conform to the concept of an 
industrial house. In the circumstances, 
the provisions of Section 20(a) of Chap¬ 
ter III of the MRTP Act would become 
applicable to industrial houses owning/ 
controlling assets of not less than Rs 
20 crons. Viewed at from this angle, 
it would be of practical value to indicate 
the houses which were controlling 
and/or owning assets of not less than 
Rs 20 crores in 1967-68. In the fore¬ 
going paragraphs of this article, we 
have already brought out details of 
those industrial houses which owned 
assets of the value of not less than Rs 
35 crores. To that list may be added the 
following 18 industrial houses whose 
assets were in the range of Rs 20 
crores to less than Rs 35 crores in 
1967-68 worked out on the basis of the 
composition of Industrial houses de¬ 
termined by the ILPIC. (Table IX) 

In 1963-64, industrial houses own¬ 
ing assets of the value of not less than 
Rs 20 crores only were 33 in number. 
In other words, over the period between 
1963-64 to 1967-68 the number of 
industrial houses owning assets of 
not less than Rs 20 crores had increas¬ 
ed by 15. For the purposes of the MRTP 
Act. therefore, 48 industrial houses 
would be covered. 

The analysis presented above, as 
already mentioned, is based on the 
composition of industrial houses ad¬ 
opted by the industrial Licensing Po¬ 
licy Inquiry Committee. Such changes 
as may have to be allowed in the con¬ 
text of later developments pertaining 
especially to the abolition of the Man¬ 
aging Agency system or any other 
factors have not been taken into ac- 
account. It may, however, be mentioned 
that it is not necessary that changes 


would essentially lead to reduction in 
the number of companies controlled/ 
owned by the industrial houses.. 

Tables I and II of this article list 
the position regarding the paid-up 
capital and assets of all the 75 houses 
individually for the year 1963-64, as on 
31stD«ember, 1966 and as in 1967-68. 
Accordingly the detailed information 
about 24 industrial - houses (i.e. t those 
which had assets ranging between 
Rs 5 crores and below Rs 20 crottes) 
not covered in the foregoing paragraphs 
of this Article can be studied by refer¬ 
ring to those tables. Some of the 
industrial houses which recorded phe¬ 
nomenal growth in physical terms are 
Birlas accounting for an increase of 
Rs 283 crores in 1967-68 over the 
1963-64 level, Tatas accounting for an 
increase of Rs 167 crores, Mafatlal 
accounting for an increase of Rs 90 
crores over the same period. Surajmull 
Nagarmull accounting for an increase 
of Rs 50 crores, etc. It would probably 
be interesting to analyse the sources 


July 10, 1970 

« 

from which funds were obtained by 
these Industrial houses and their 
uses. 

At the end, it mgy be mentioned that 
there are a few . industrial complexes 
emerging on the private corporate 
scene which have not been taken into 
account in this article. The author bad 
the occasion of referring to the Larsen 
and Toubro industrial house in an 
Article which appeared earlier in Com¬ 
pany News & Notes. This house was 
controUing/owning assets of the value 
of Rs 46 crores in 1967-68. On the 
basis of the criteria adopted in this 
Article the house qualifies for being 
classified as a ‘larger house’. A few 
other industrial houses, viz., Rohits, 
Cbougules, Ohias, Narang, etc. which, 
though fairly large, ate still out of the 
purview of the studies undertaken in 
this regard. Their assets would be huge 
enough to range between Rs 5 crores 
and Rs 20 crores each. But, their present 
composition is not yet available and 
details cannot be worked out. 
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Last week we expressed the view that Mr Y.B. Chavan’s transfer to the Fi¬ 
nance Ministry might bring, in due course, some modest gains to the administra¬ 
tion and therefore to the country. It is also posable to take an optimistic view of 
Mr B.R. Bhagat’s new assignment as Minister of Steel and Heavy Engineering. 

<fc 

It is no doubt a pity that Mr Bhagat’s work at the Ministry of Foreign Trade 
was interrupted at a time when he was reaching some clear and bold conclusions 
about activating export promotion both as an urgent operation and as a consistent, 
forward-looking programme for the entire period of the fourth Plan. At the same 
time, the Ministry of Steel and Heavy Engineering was clearly crying out for a 
wholetime cabinet minister who would have sufficient authority and self-confidence 
to attemptoto acquire a firm grip over the problems of policy or organization that 
have been allowed to run wild in the steel sector. As one among the younger 
cabinet ministers who had nevertheless exercised ministerial responsibilities for a 
number of years in the various economic ministries, Mr Bhagat was an obvious 
colleague to consider when the Prime Minister was casting about for some one who 
was both willing and able to relieve Mr Swaran Singh of his temporary charge of 
the Steel portfolio. 

One of the immediate challenges which face Mr Bhagat is the meeting of the 
sted requirements of the engineering industries for export production. Fortunate¬ 
ly, thanks to his stint as Minister for Foreign Trade, he has acquired a live and 
practical appreciation of the importance of ensuring sufficient priority for export 
production in the allocation of steel. Given the shortfall in domestic steel pro¬ 
duction, import of steel has become necessary until such time as output picks 
up at our steel plants. It would be legitimate to expect Mr Bhagat to co-operate 
fully with the new Minister of State for Foreign Trade in seeing to it that steel does 
not become a serious bottleneck to the maintenance or growth of engineering 
exports. 

Although, at the moment, almost all kinds of steel or steel p/oducts are in 
short supply, it is fairly clear that, in the period ahead, the really serious deficiencies 
are likely to develop in steel for special purposes. Development schemes for 
special or alloy steels have been generally falling behind schedule and this trend 
has to be read with the fact that industries such as automobile manufacturing 
have been chronically plagued by the restricted availability of critical steel material. 
It is hig h time that the Steel Ministry had bestirred itself and addressed itself to a 
genuinely promotional programme which would put life and vigour into the various 
special steel or alloy steel schemes, whether in the public sector or the private. 

The ultimate test for Mr Bhagat would, of course, lie in the area of the proper 
operation of the existing steel plants in the public sector. He should, however, 
resist the temptation to attempt snap solutions. So far as Durgapur is concerned, 
the issue is an issue of law and order, a problem of security of plant and personnel. 
Much avoidable damage has resulted from the central government’s mistaken 
policy of insisting on treating the situation in Durgapur as a trade union problem 
or even as a political problem. This approach has proved to be such a frustrating 
exercise that the new Minister for Steel is perhaps in a better position than his pre¬ 
decessors to assert the relevance of the law and order aspect and seek a solution for 
Durgapur’s troubles in terms of the clear and complete restoration of security of 
plant and personnel. 

For the rest, Mr Bhagat would need to nurse patiently the steady evolution of 
good management practices in the three steet plants. There is no alternative to 
the building up of competent personnel with a high sense of responsibility, parti¬ 
cularly m the higher readies of technical or commercial operations. The greatest 
need here is for good team work between the minister and the Chairman of Hindu¬ 
stan Steel. As it is, this relationship had not always been one of perfect understand¬ 
ing. The Chairman of Hindustan Steel may be sorely tempted to behave like a 
temper amental prima donna, but he should not yield to the temptation. The 
minister, for his part, should allow Hindustan Steel real autonomy in operating the 
steel plants, but on the strict understanding that the management generally and 
the chairman, in particular, will have to make itself or himself responsible for the 
performance, the country has suffered too long and far too grievously through 
untutored ministerial interference which has messed up the accountability of 
top executives fdt the proper running of the industrial or commercial undertakings 
in die public sector. 
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The Plight of 

The sharp increase in the population 
of urban areas in this country from 62.4 
millions in 1951 to 101.6 millions in mid- 
1970 has caused considerable shortage 
of housing accommodation, particular¬ 
ly in the big cities. The Planning Com¬ 
mission has estimated that the urban 
population would increase to 152 
millions in 1981. It follows that the 
paucity of housing accommodation 
would increase further unless corrective 
steps are taken well in time. 

In order to study the housing problem 
of the cities of Bombay, Calcutta, 
Delhi, Madras, Ahmedabad and Kan¬ 
pur, the Government of India appoin¬ 
ted a special committee in October last 
year under the chairmanship of Dr 
S.M.K. Chetty, Deputy Director, Cent-i 
ral Building Research Institute, Roorkee. 
This committee has now submitted its 
report to the government and has made 
some helpful suggestions for speedy 
attainment of low-cost, large-scale 
housing construction in these cities. 

Before discussing the recommenda¬ 
tions of the Chetty Committee report, 
it is necessary to state that shortage of 
housing accommodation is a world¬ 
wide phenomenon and even the most 
prosperous countries are not in a posi¬ 
tion to tackle it fully. Last year, Mr 
George Romney, the Secretary of Hous¬ 
ing and Urban Development in the USA, 
said: “We’re losing ground every year. 
We’re not even building enough to Stand 
still.” In the UK, according to an 
estimate ‘made by Messrs. Harry W. 
Richardson and Joan Vipond (Lloyds 
Bank Review, April 1970, page 5), the 
housing shortage at the end of 1969 
was about 700,000 dwellings. In addi¬ 
tion to covering this shortfall, the re¬ 
placement demand for houses over the 
next decade is estimated at 900,000. 
In other words, no less than 1.6 million 
dwellings need to be built in the UK in 
order to cover the deficit. Even 
in the USSR where the construc¬ 
tion of new apartments has been inr 
creased from one million in 1950 to 
2.5 millions in 1970, the housing prob¬ 
lem has not been fully solved. 

The Chetty Committee has estimated, 
on the basis of data provided to it by 
the National Buildings Organisation, 
that the six cities named above had a 
shortage of 1.9 million pucca residential 
housing units on July 1, this year. This 
problem was'the most pressing in Bom¬ 
bay followed by Madras, Delhi, Cal¬ 
cutta, Ahmedabad and Kanpur (see 
Table I). According to the committee, 
a number of factors have been responsi- 


the Homeless 

ble for the subdued rate of growth i n 
the construction of new houses in these 
cities, the most important being the 
rising cost of building materials as well 
as the increasing wages of workers. The 
other significant reasons are: lack of 
long-range building programmes and 
paucity of research effort to reduce the 
cost of construction through modern 
techniques. 

Table I 

ESTIMATED SHORTAGE OF 
PUCCA RESIDENTIAL BUILDINGS 

(As on July 1,1970) 

(In thousands) 


City Housing Housing Housing 



require¬ 

ment 

stock 

short¬ 

age 

Bombay 

1028.9 

461.6 

567.3 

Calcutta 

643.5 

444.6 

198.9 

Delhi 

687.8 

307.7 

380.1 

Madras 

553.2 

130.3 

422.9* 

Ahmedabad 

304.1 

199.1 

105.0 

Kanpur 

237.7 

143.9 

93.8 


*If houses having roof of shingles, 
tiles and slabs (which were 39 per cent) 
are considered as semi-pucca, the short¬ 
age will be reduced to 337,000. 

Analysing the trends in the cost of 
construction, the report has estimated 
that since 19SS the cost of building 
houses has more than doubled in most 
of the cities under consideration. With 
the index of cost of construction at 100 
in 1955, Calcutta recorded the highest 
increase; its building cost index in 1968 
was as high as 240. In the case of 
Bombay, Kanpur, Madras, and Delhi, 
the corresponding indices for the current 
year were 235, 230, 202 and 181 res¬ 


pectively. The index for Delhi ynu. 
relatively low because of certain fa¬ 
vourable factors such as the easy supply 
position of cement, availability at 
reasonable prices of good quality ‘‘stone 
aggregate” from Badarpur quarry and 
relatively free supply of bricks at cont¬ 
rolled prices. 

The acquisition of land in these cities 
is the first major bottleneck in the exe¬ 
cution of building projects. The present 
procedure of budgetary sanctions , re¬ 
quires that land for each project should 
be selected, acquired and developed 
separately. This procedure which has 
to be gone through for every project is 
time-consuming. Bulk acquisition and 
development of land has been recom¬ 
mended by many committees earlier 
and the Chetty Committee has also 
recommended that this procedure 
should be adopted in all cities. 

But before the process of land ac¬ 
quisition is started, master plans for all 
important urban centres need to be 
completed so that a ready assessment 
of land suitable for various purposes is 
available. According to the annual 
report of the Department of Works, 
Housing and Urban Development for 
1969-70, the Government of India gave 
assistance in the form of cent per cent 
grants to state governments for pre¬ 
paring master plans for selected cities 
during the third five-year Plan period. 
It is reported that most of these pro¬ 
jects are at advanced stages of comple¬ 
tion. It is only after the master plans 
of these cities have been completed that 
the other steps, namely acquiring land 
and developing it, can be taken. 

The cost of development of big cities 
is indeed enormous. According to the 
Master Plan for Delhi (prepared in 
1964) the capital outlay for acquisition 
of land and development, housing, 
community facilities, slum clearance 
> and development, public utilities, 
transportation, recreation etc., was 
estimated to be more than Rs 700 
crores and the plan is expected to be 
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completed by 1981. Development Plan With rising prices and taxation, the 
for Greater Bombay completed in 1964 savings of the urban households arc too 
was also expected to cost about Rs 700. inadequate to permit construction of 
crores. Outlays needed for the comple- houses, 
don of the master plans of other cities 

are in no way small. Again, acquisition and develop¬ 

ment of land is not enough. There is 
According to a UN study comoleted urgent need for economy in the use of 

in 1968, the housing costs in relation to land for housing. Vertical development 

incomes in developing countries are has been found, both in this country 

higher than is the case in developed and abroad, as the best way of getting 

countries. This is true in the case of the maximum housing accommodation 

each one of the cities studied by the from available space. The committee 

committee. The households having an has, however, suggested that the feasi- 

income of Rs 500 per month or more bility and overall economy of vertical 

was less than 10 per cent in each of the development should be considered in 

cities under consideration (see Table II) each case after taking into account the 

In Madras and Kanpur, the percentage cost of expensive foundations, provision 

of households with monthly income of of lifts, augmentation of existing lines 

Rs 500 per month or more was less than of water supply and sewage services, 

five per cent. In view of the fact that The multi-storeyed buildings are no 

the most modest house with covered doubt very popular in many dcvc- 

area of 100 square yards in these cities loped countries but an overall study on 

would cost anywhere between Rs 25,000 the basis of the various factors involved 

to Rs 50,000 the plight of the households needs to be conducted by the central 

can be well imagined. Without assis- Ministry of Housing in this country 

tance from the government, it would not before taking a final decision in this 

be possible for both the middle and the regard, 

low-income groups to build houses. 

In fact, a major part of the housing In some areas of the cities whose 
activity in these cities is due to the loans housing problems were studied by the 
given by the development authorities committee, it was observed that often 

or the Life Insurance Corporation. houses remained unoccupied for a con- 


Table II 

DISTRIBUTION OF HOUSEHOLDS BY THEIR INCOME PER MONTH 


Income group 
(Rs) 


Percentage of households 


Bombay 

Calcutta 

Delhi 

Madras 

Kanpur 

0—100 

19.1 

63.0 

43.6 

55.6 

60.8 

101-250 

49.5 

19.7 

38.5 

28.5 

21.1 

251-500 

20.2 

7.2 

12.5 

12.2 

7.5 

501-1000 

6.3 

4.8 

3.8 

2.7 

2.7 

1000 and above 

3.3 

2.0 

1.6 

1.0 

1.1 

Income not stated 

1.6 

3.3 

. • 

♦ • 

6.8 

All groups 

100.0 

100.0 

100.0 

100.0 

100.0 


Sources:— 


Bombay —Economic Survey of Bombay City by Mr D.T. Lakadwala. 

Calcutta —The City of Calcutta—A Socio-Economic Survey by S.N. Sen. 

Delhi —Greater Delhi—A study in urbanisation —Dr V.K.R.V. Rao and Mr 
P.B. Desai. 

yitAtas—Socio-Economic Survey of Madras City. 

Kanpur— Social Contours of,an Industrial City by Mr D,N. Majumdar, 


siderabie time for want of service con¬ 
nections such as water supply, sewage 
and electricity. It is essential that be¬ 
fore embarking upon a large-scale hous¬ 
ing construction programme the avail¬ 
ability as well as the adequacy of these 
services should be ensured. 

The recommendations of the commi¬ 
ttee in regard to the building materials 
arc such as would reduce the cost of 
construction. The committee has 
suggested ceiling height up to 2.7 metres 
for residential buildings. It has also 
recommended the use of cheaper mate¬ 
rials such as lime and fly ash, which 
could be used along with cement for the 
preparation of mortar. But what is 
necessary is that research work should 
be undertaken before these cheap ma¬ 
terials are put to use. 

The suggestion of the committee re¬ 
garding the adoption of pre-fabrica¬ 
tion for speedy building of houses needs 
careful consideration. In the USA 
and the USSR, the construction of 
houses has been hastened through pre- 
fabrication, which demands organisa¬ 
tion in designing as well as the use of 
of materials. In places where good 
quality bricks are available, advantage 
can be taken of load-bearing masonary 
construction. Mechanised bricks 
currently being manufactured by the 
National Buildings Organisation are 
so strong that they can save in cost of 
RCC slabs. Recently, Messrs Excel¬ 
sior Plants Corporation Ltd of New 
Delhi entered into a collaboration with 
a Rumanian undertaking for the manu¬ 
facture of plants for making mechanised 
brick and tiles. The high quality brioks 
manufactured by these mechanised 
plants will no doubt bring down the 
cost of construction of houses. 

The committee has also suggested 
that housing factories should be estab¬ 
lished at Madras, Calcutta and Ahmeda- 
bad where building components should 
be produced. These factories could 
also be developed to undertake 
pre-fabricated construction. In all 
big cities such as Bombay where the 
demand for housing is phenomenal, the 
conventional methods of construction 
will be slow, costly and time-consuming. 
It is only through the establishment 
of a pre-fabrication housing factory that 
the challenge can be met. The Hindustan 
Housing Factory at Delhi, which is al¬ 
ready producing prefabricated houses, 
needs to be expanded, according to the 
committee. 

The other suggestions of the commi¬ 
ttee relate to augmentation of building 
material resources and improvement 
in the organisation of building indust¬ 
ries. It has also suggested the estab- 
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Htbment of training schools for the on the employment of trained personnel, 
bm ding trade. Specialised courses in It is this multi-pronged attack which 
building science need to be started and may ease the problem of housing short- 
construction agencies urged to insist age in the big cities. 

Import Without Impediments 


The State Trading Corporation of India 
has done well in initiating a scries of 
discussions with the representatives of 
trade and industry in the country on 
measures to implement effectively the 
new import policy. Senior officers of 
the 5>TC have been going round im¬ 
portant commercial centres and holding 
meetings with trade and industrial orga¬ 
nisations. This kind of public relations 
will prove useful to the government and 
to the businessmen. But much will 
depend on the extent to which the STC 
is willing to seek the trade’s active co¬ 
operation. 

The import policy for 1970-71 has 
given a vital role to the public sector 
although it has not displayed much 
experience or efficiency in handling our 
import trade in the past. About 60 
items valued at nearly Rs 100 crores 
have been canalised for imports through 
the STC. The Government of India has 
announced its intention to canalise 
also cotton and cashewnuts whose 
annual imports have been valued at 
about Rs 90 crores and Rs 30 crores 
respectively. By the end of this year, 
the government expects over 80 per cent 
of the country’s imports to be made 
through state agencies. 

It is all the more important therefore 
that there should be the utmost co¬ 
operation between the STC and the 
trade so that the country will be assured 
of regular supply of imported materials 
and the foreign exchange resources are 
utilised most economically. To realise 
these objectives it is not enough if the 
STC holds periodical discussions with 
trade organisations. The more im¬ 
portant question is to what extent the 
STC will be prepared to take the trade 
into confidence and implement the 
lattor’s constructive proposals. 

Take, for example, the Industrial Raw 
Materials Assistance Centre (IRMAC). 
This is to be managed by the State 
Trading Corporation. Actual users, 
including large and small units, can get 
assistance from the IRMAC in procur¬ 
ing raw materials against licences issued 
to them under the import policy for 
actual users or under the policy for re¬ 
gistered exporters. Actual users can 
get from the IRMAC raw materials i 
off-the-shelf against their licences. These \ 

will not be valid for direct imports to i 
the extent to which the goods are sup- t 


plied by the IRMAC and debited 
against their licence. 

The IRMAC has decided to make a 
beginning with the import of tool and 
alloy steel. It proposes to select about 
a dozen items in the initial stage. In 
arranging these imports, the IRMAC 
will do well to take the advice of the 
trade in locating the suppliers and buy¬ 
ing the products at economic prices. 
The IRMAC will have licences in res¬ 
pect of rupee payment countries, 
USAID and free currency areas. It is 
important to use these licences judi¬ 
ciously to get our imports at the best 
possible prices. 

In his presidential address at the 79th 
annual meeting of the Calcutta Import 
and Export Trade Association recently, 
Mr V.S. Bhatia made some constructive 
suggestions for the successful implemen¬ 
tation of the new import policy. He 
cautioned against the STCs tendency 
to by pass the accredited agents of 
overseas suppliers who have operated 
in our country for several years and 
stressed the need to use their influence 
to the country's advantage especially 
during a time of global shoriages of 
commodities required by the STC. An¬ 
other suggestion was that in respect of 
the commodities whose imports have 
been banned (the new policy has banned 
159 items), the import authorities and 
the STC should try to build up minimal 
stocks in the country through the 
IRMAC. Mr Bhatia said that “a co¬ 
ordinated service, if administered in a 
businesslike manner should be welcome 
both to users whose essential require¬ 
ments will be protected through ready 
availability, and the indigenous manu¬ 
facturers who will have confidence that 
excessive imports by possibly subjective¬ 
ly active actual users will not damage 
their interest. In view of the large area 
to be covered in terms of items and in¬ 
dustrial applications it might be neces¬ 
sary for IRMAC to operate through 
associates in different industrial cen- 


The Ministry of Foreign Trade should 
examine earnestly to what extent it can 
accept Mr Bhatia’s suggestions. The 
government has decided to take over the 
bulk of the import trade mainly for 
ideological reasons. The government 
should see to it that at least in imple¬ 
menting the import policy it works in 
co-operation with the trade channels as 
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• far as possible. Buying and selling 
i especially of raw materials like Cotton, 

- chemicals and steel are very complicated 
operations. Many raw materials 
are often in short' supply in the 
world markets and constant vigi¬ 
lance is necessary to ensure that we are 
able to arrange timely and adequate 
. imports. The fourth Plan envisages 
total imports of Rs 9,730 crores of which 
Rs 7,840 crores will be for maintenance. 
The latter category wilt include such 
[ items as fertilisers and fertiliser mate- 
1 rials, chemicals, non-ferrous metals, 
special varieties of steel, components and 
spare parts of machinery. These are re¬ 
quired not only for domestic production 
but also for exports. The need for 
arranging imports on the most efficient 
lines therefore becomes obvious. The 
government should freely avail itself 
of the experience of the trade. 

Mr Bhatia’s suggestion to allot bulk 
foreign exchange through industrial 
associations for covering their member¬ 
ship as a whole has some merit. It 
will reduce the administrative work 
of the government to some extent. 
But one difficulty is that except in the 
port towns of Calcutta, Bombay and 
Madras industries in other parts of the 
country are not organised properly. 
Even in the port towns, not all the im¬ 
port trades have their own associations. 
Moreover, some of them are not free 
from personal rivalries and group poli¬ 
tics. It is doubtful therefore if they can 
manage competently and impartially the 
scheme of allotting foreign exchange 
among their members. But this is 
certainly no argument for the STC not 
to make the best use of the services of 
the industrial and trade associations. 

Meanwhile, the Chief Controller of 
Imports and Exports in the capital 
and his offices in Bombay, Calcutta and 
Madras should show a greater awareness 
of the problems faced by trade and in¬ 
dustry. These offices should dispose of 
applications for licences with the utmost 
speed if the new import policy is to 
succeed. At present even industries 
which have been given priority status by 
the government experience considerable 
delay and difficulty in getting their 
actual users' licences. The applicants in 
Calcutta and other centres have cons¬ 
tantly to remind New Delhi by telex, 
telegram or telephone or even fly to 
the capital to expedite the issue of li¬ 
cences. The Chief Controller may ex¬ 
plain that Tinless the union Ministry 
of Finance promptly releases foreign 
exchange, his office cannot issue the 
licences. But industry and trade are 
not interested in explanations. They 
want uninterrupted supplies of im¬ 
ported materials so that production and 
employment can be maintained ttiidis- 
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turbed. Canalisation has little prospect 
of success unless the administrative ma¬ 
chinery at all levels functions efficiently 

Scramble 

The monetary authorities do not seem 
to be thinking clearly when formulating 
the credit policy and finalising the bor¬ 
rowing programmes of the central and 
and state governments. Even though 
it has been forcefully brought out by the 
developments in the past few months 
that the banking system is being called 
upon to shoulder responsibilities which 
cannot be discharged by it with the 
available resources, there has been 
heavy expansion of credit on the one 
side and an increase in investments in 
government securities on the other side. 
The net effect of these transactions, 
which have been mainly on account of 
the operations of the Food Corporation 
of India, the grant of loans to borrowers 
in the priority sectors and an increase in 
the liquidity ratio, has been reflected in 
an over-extended position of the sche¬ 
duled commercial banks. Jn spite of 
the fact that two months of the slack 
season were over, borrowings of sche¬ 
duled commercial banks from the cent¬ 
ral banking institution were at the fairly 
high level of Rs 289.06 crores on June 
26 and the credit deposit ratio was as 
high as 81 per cent. 

It is under these circumstances, that 
IS state governments are proposing to 
raise Rs 142.50 crores resulting in a 
net borrowing of Rs 85.50 crores. 
There are 12 maturing loans for Rs 
57 crores. In 1969, though the notified 
amount for 15 loans was much higher at 
Rs 155 crores, net borrowing was only 
Rs 65.61 crores as there were 14 matur¬ 
ing loans for Rs 89.39 crores. Even if 
allowance is made for the additional 
amounts accepted due to over-subscrip¬ 
tion of all loans, net brorrowing was 
not much more than Rs 81 crores. On 
the present occasion, if there is over¬ 
subscription, net borrowing can even be 
Rs 100 crores. What is more interesting 
is the fact that the state governments will 
be raising their requirements on a chea¬ 
per basis as all the loans will be issued 
at par against two loans at par and 13 
loans at a discount of 4 per cent in 
1969. The interest rate is, of course, 
unchanged at 5.75 per cent and the du¬ 
ration at 12 years. But the attempted 
cheaper borrowing is being made when 
there has been an upward trend in the 
lending rates of banks and the inter¬ 
bank call rate is quoting at 64 per 
cent in Bombay. 

For the third year in succession, the 
states have been borrowing on more 
favourable terms. It may be said that 
there is justification for the fixing of 
higher isshe prices as the market quota- 


and in close co-operation with the re¬ 
presentative organisations of trade and 
industry. 

for Funds 

tions for the existing loans, on a com¬ 
parable basis, are quoting even above 
par. But what is really noteworthy is the 
fact that for the first time in living 
memory, there will be no invidious diffe¬ 
rences between the terms of the various 
loans and states too are not bothered 
about the mobilisation of subscrip¬ 
tions for making a success of their 
borrowing programmes. Before 1969, 
there was a mad drive in the rural 
areas for collecting forced subscriptions 
and the community lost every year 
quite a sizable amount as distress sales 
were made in the open market at a 
heavy discount after the allotments 
were received. The knowledge that 
the new loans could be secured at a 
discount prevented also the institutional 
investors from directly subscribing to 
the loans. Indeed, even the maturing 
loaosswere redeemed in many cases and 
the cash obtained was invested only 
later on a more advantageous basis by 
effecting fresh purchases cheaply. 
These happenings are a thing of the 
past and the states now depend for 
support to their loans on the nationa¬ 
lised banks and other credit institutions. 

The Maharashtra government is, 
as usual, asking for the largest gross 
amount with Tamil Nadu following 
suit. Thus, Maharashtra will be raising 
Rs 19.25 crores against Rs 22 crores 
and Tamil Nadu Rs 16.50 crores against 
Rs 20 crores. The net amount borrowed 
will be higher at Rs 5.52 crores against 
Rs 4.54 crores in the case of Maha¬ 
rashtra and at Rs 10.94 crores against 
Rs 7.79 crores in respect of Tamil Nadu. 
Gujarat is having an unchanged noti¬ 
fied amount of Rs 16 crores. But net 
borrowing is. much higher at Rs 16 
crores, as there is no matur¬ 
ing loan. The net amount borrow¬ 
ed in 1969 was only Rs 10.20 crores. 
Uttar Pradesh has a notified amount 
of Rs 13.75 crores against Rs 13 crores, 
Andhra Pradesh Rs 12 crores against 
Rs 14.50 crores, West Bengal Rs 11 
crores (same), Mysore Rs 10.50 crores 
against Rs 10 crores, Madhya Pradesh 
Rs 7 crores against Rs 8 crores, Kerala 
Rs 6 crores (same), Orissa Rs 6 crores 
against Rs 6.50 crores, Rajasthan Rs 
6 crores against Rs 7 crores, Punjab Rs 
5.25 crores against Rs 6 crores, Bihar 
Rs 5 crores against Rs 5*50 crores, 
Haryana Rs 4.50 crores against Rs 
5 crores and .Assam Rs 3*75 crores 
against Rs 4.50 crores. 

The states are obviously anxious to 
raise as large amounts as possible 


through open market loans as their 
finances are in a bad shape. Even with 
liberal assistance from the central go* 
vemment, the overdrafts of the states 
were sizable at Rs 120,70 crores on 
June 26. It is not, therefore, surpris¬ 
ing that 11 state governments will be 
raising increased net amounts, Besides, 
immediately Maharashtra and Bihar go¬ 
vernments will have the advantage of 
retaining with themselves for some time 
the amounts that will have to be paid 
against the 4 per cent Bombay De¬ 
velopment Loan for Rs 7.43 crores which 
is due to be paid on September 3, 1970, 
and Bihar Development Loan for Rs 
2.77 crores falling due for redemption 
on October 13, 1970. 

The slate loans have been issued 
earlier than usual this year because 10 
loans matured on July 15, The central 
government will, therefore, have to 
complete the second stage of its borrow¬ 
ing programme perhaps early in Sep¬ 
tember and the statutory financial cor¬ 
porations, electricity boards and other 
public bodies in October. The Reserve 
Bank is determined to make a success 
of the borrowing programme of the go¬ 
vernments and public bodies, which 
might result in a diversion of resources 
from the organised money market to 
the extent of Rs 260-275 crores. 

The states will naturally be anxious to 
take advantage of the right for accept¬ 
ing subscriptions up to 10 per cent in 
excess of the notified amounts in the 
event of over-subscription? This would 
mean that about Rs 100 crores will be 
siphoned away from the money market 
in the middle of July. As fresh additions 
to deposits of the scheduled banks are 
taking place at a slower rate, it will be 
difficult to effect any reduction in 
borrowings of member banks from the 
central banking institution before the 
end of July. Also, fresh accretions to the 
resources of the banks will have to be 
earmarked for the central loan and 
bonds of public bodies. It is, therefore, 
unlikely that there will be any signi¬ 
ficant reduction in borrowings of the 
scheduled banks unless there is an 
unexpected growth in deposits or the 
the central government makes some 
adjustments in respect of its liability 
to the Food Corporation of India for 
purchases towards buffer stocks of 
foodgrains. It is in a position to make 
large payments as its ways and means 
budget is now satisfactory and it will 
also be receiving a sizable amount from 
the Reserve bank as the share of profits 
for 1969-70. If with the unrelieved 
pressure on the banking sy.stem there 
is also an attempt to extend credit for 
meeting the requirements of borrowers 
in the priority sector, it is wondered how 
the monetary authorities can tackle the 
difficult situation that may arise in the 
1970-71 season. 
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Unfair Labour Practices 

A CORRESPONDENT 


A proposal for legislation to codify 
unfair labour practices and for laying 
down penalties for them is one of the 
subjects coming up before the Standing 
Labour Committee which is scheduled 
to meet on July 23 and 24. The state 
governments of Maharashtra and 
Andhra Pradesh have already introduced 
bills on unfair labour practices, along 
the lines recommended by the Maha¬ 
rashtra Committee on Unfair Labour 
Practices. The National Labour Com¬ 
mission has, in its report, recommended 
that the law should enumerate various 
unfair labour practices on the part of 
employers and on the part of workers’ 
unions and provide for suitable penal¬ 
ties for committing such practices. 
The commission has further stated 
that the unfair labour practices listed 
by the Maharashtra committee could 
form a suitable basis for the enumera¬ 
tion of unfair labour practices. 

Redundant Committee 

The Committee on Unfair Labour 
Practices was appointed by the Maha¬ 
rashtra government on February 
14, 1968. The National Labour 
Commission was appointed by the 
Government of India much earlier, on 
December 24, 1966, to go into all as¬ 
pects of industrial relations and it is 
therefore not clear why this matter was 
not left to the commission and why the 
Maharashtra government considered it 
necessary to appoint this committee. The 
NLC appears to have been impressed 
by the report of the committee being 
unanimous. It is stated in the report 
of this committee that three of the mem¬ 
bers did not attend a single meeting 
of the committee nor did they sign the 
report, which shows what importance 
they attached to this committee. 

The existing code of discipline, which 
was accepted by the principal central 
organisations of employers and unions, 
sets out certain unfair labour practices 
which the parties agreed to avoid. The 
Maharashtra committee says that the 
code did not achieve the desired results 
because the principles enunciated were 
voluntary and that “American experi¬ 
ence shows that there should be an 
obligation on employers and unions to 
bargain in good faith,'’ The approach 
of the rommittce is too legalistic, and 
slanted by American systems. But 


in the USA the provisions regarding un¬ 
fair labour practices by employees and 
unions were incorporated into law on 
account of certain historical conditions 
there. Besides there is no such system 
there, as we have, of extensive state 
intervention in industrial relations and 
of adjudication of disputes. 

Ample Legislation 

In India there is ample legislation 
which safeguards job security and 
enables tribunals and labour courts 
to give appropriate relief when 
complaints or disputes regarding 
unfair dismissals, victimisation for 
union activities or other unfair 
labour practices are brought up before 
them. The National Labour Commis¬ 
sion and its various study groups have 
emphasised the need for developing 
collective bargaining and lessening the 
dependence on government in industrial 
relations. Yet the NLC has supported 
the recommendations of the Maha¬ 
rashtra committee for laying down by 
law unfair labour practices and provid¬ 
ing penalties for them. 

The NLC has given no reasons 
for this recommendation except the 
following. “Provision of legal pro¬ 
tection to unions is a corollary of 
healthy industrial relations and re¬ 
cognition of unions as sole representa¬ 
tive of workers. It is, therefore, impor¬ 
tant to write into the law provisions to 
prohibit and penalise unfair labour 
practices on the part of both the em¬ 
ployers and the recognised union.” 
The proposition in the second sentence 
does not follow from the first. The 
NLC has rightly recognised the necessity 
of having a recognised union as the 
sole bargaining agent for the workers, 
but on the other point, viz, codifica¬ 
tion and laying down penalties for un¬ 
fair labour practices, its recommenda¬ 
tion is inconsistent with the spirit 
of oilier portions of the report. 

In paragraph 23.36 it has clearly stated 
“There is a case for a shift in emphasis 
and increasingly greater scope for and 
reliance on collective bargaining. A 
beginning has to be made towards 
collective bargaining by: declaring that 
it will acquire primacy in procedure for 
settling industrial disputes.” The NLC 
has not given primacy to collective 
bargaining by proposing to add more 
legislation to the existing plethora of 


labour legislation. It has even recom¬ 
mended a statutory grievance procedure 
with provision for decision by a third 
party in the event of there being no 
unanimity in the joint committee of 
management and workers. At one 
place the NLC has stated, “As regards 
the future of the code (of discipline), 
the evidence is overwhelmingly in 
favour of giving a legal form to its 
important provisions regarding recogni¬ 
tion of unions, grievance procedure, 
unfair labour practices and the 
like.” 

Now it is correct that there was sup¬ 
port given by employers and unions be 
fore the NLC for statutory recognition 
of the majority union only as the repre¬ 
sentative union, but the NLC appears 
to have been under a misconception in 
regard to the alleged support to the 
proposal to legislate on unfair labour 
practices and lay down a statutory 
grievance procedure. This writer does 
not find in the replies to the question¬ 
naire of the NLC by the INTUC and 
other central union organisations or by 
the principal employers' organisations 
support for any such proposals. 

Minimising Intervention 

The various organisations referred 
approvingly to the proposal for statu¬ 
tory recognition under the code of 
discipline of the recognised union 
as the sole bargaining authority and 
it is on this aspect of the code 
of discipline that there was sup¬ 
port, not for legislation on unfair 
practices or for prescribing a grievance 
procedure by statute. In fact in the 
replies to the questionnaire of the NLC 
by the principal employers' associations 
and federations of unions there was a 
concensus for minimising the interven¬ 
tion of the government in industrial rela¬ 
tions. The union Labour Ministry also, 
in its memorandum to the NLC, had 
stated that the whole edifice of the code 
of discipline is based on voluntary 
approach and moral persuasion rather 
than legal sanction and that if the pro¬ 
visions of the code were framed into a 
law the very basis on which it was 
framed would collapse. 

The Maharashtra committee has in 
its report admitted that unfair labour 
practices are difficult to define, and what 
may be unfair labour practice in one 
set of circumstances may not be so in 
another set of circumstances. These 
are by themselves good grounds for 
not attempting to legislate on unfair 
labour practices in the manner pro¬ 
posed by the committee. 

To come now to the lists of unfair 
labour practices prepared by the 
Maharashtra committee, recommended 
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by the NLC, and incorporated in the 
Maharashtra and Andhra Pradesh bills 
on unfair labour practices. A number 
of practices listed have no connection 
with collective bargaining with unions 
and relate to matters on which indivi¬ 
dual employees have already a remedy 
under the existing Industrial Disputes 
Act or the state acts relating to industrial 
relations. The list of unfair labour prac¬ 
tices proposed include, for example, 
dismissing an employee by way of victi¬ 
misation or not in good faith, implicat¬ 
ing an employee by false evidence, or 
for patently false reasons or on trumped 
up allegations, or in utter disregard of 
the principles of natural justice, shock¬ 
ingly disproportionate punishment for 
minor or technical misconduct, trans¬ 
ferring an employee mala fide , 
etc. etc. On these matters the existing 
industrial law and a series of decisions 
of the Supreme Court provide ample 
remedies against such acts and it is diffi¬ 
cult to see necessity for the duplicating 
legislation to give relief against such acts. 

Merit of the Proposal 

Another unfair practice listed is “to 
encroach upon contractual statutory or 
legal rights of the other party by either 
party.'’ The merit of this proposed item 
it that it is sufficiently vague, and it is 
sure to lead to unnecessary litigation. 
Another item listed is “to avoid pay¬ 
ment of statutory dues.”, as if existing 
statutes do not make adequate provision 
for enforcing statutory dues. Among 
the other unfair practices listed is one 
blindly copied from American legisla¬ 
tion, viz., to refuse to bargain in good 
faith with the other party. As if good 
faith can be created by legislation 
and as if the management and 
unions do not know and the law 
must tell them under pain of penal¬ 
ties that their function is to bar¬ 
gain with the other party in matters of 
industrial relations. Eminent American 
writers have recognised that this provi¬ 
sion in American law has served little 
purpose and has been productive of 
unnecessary litigation. 

To give an example, if a union 
raises a frivolous or fantastic de¬ 
mand, a demand which it knows 
cannot be met, or is already covered 
by an award, is the employer to be 
hauled up for unfair labour prac¬ 
tice if he refuses the demand unless he 
makes a show of bargaining or going 
through the formality of arguing with 
the union that the demand cannot be 
met? And is it to be supposed that 
unions are interested in making a 
demand but not interested is talking 
about them with the employer and 
in bargaining with the management? 
Another unfair practice listed is “to 
show favouritism or partiality to one set 
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of workers, regardless of merit.” This 
is a subjective matter, difficult to deter¬ 
mine one way or other in a legal pro¬ 
ceeding and is sure to lead to unneces¬ 
sary litigation. 

Again while every conceivable un¬ 
fair labour practice by employers is 
listed, some well-known unfair labour 
practices by unions are not included. 
The unfair labour practice of work to 
rule which is an insidious form of go- 
slow is not included. Even some of the 
unfair practices included in the existing 
code of discipline which u? i >ns under¬ 
took to avoid, viz. permitting rowdy 
demonstrations, members of the union 
engaging in union activity in office 
hours, sit-down and stay-in strikes, do 
not figure m the list. Further it may 
be noted that unions can easily avoid 
penalties for unfair labour practices like 
instigating an illegal strike, by disclaim¬ 
ing responsibility and saying that the 
acts were not authorised by the union, 
but were of individual employees. 

\ 


From the status of the ‘sick child’, 
coal has emerged as the ‘sick step¬ 
child’ of Indian industry, according to 
its spokesmen in eastern India. The 
major impediments to its healthy 
growth have continued to be the defec¬ 
tive pricing policies enforced by the 
major government consumers, high 
roduction costs, critical transport 
ottlenecks and inadequate emphasis 
on the development of newer customers. 
Spokesmen of the black diamond in¬ 
dustry have emphasised upon the new 
roles and responsibilities the industry 
must assign to itself to protect and build 
its own future. They include greater 
attention to developing new mar¬ 
kets, pruning of production costs, 
stepping up of productive efficiency 
and modernisation of operational prac¬ 
tices, as also a bolder initiative in la¬ 
bour-management relations through 
increased attention to the social res¬ 
ponsibilities of business. 

Over the years, however, much less 
enforcing the reforms to repair the 
maladies crippling the industry, the 
government has not even made a start 
in defining the scope and the nature of 
the imperative reforms for placing 
the industry on its feet. 

The sixties have been considered to 
represent a period of major contrasts 
for the industry. While the main 
concern at the start of the decade was a 
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On a few of the unfair labour prac¬ 
tices listed, such as an employer domina¬ 
ting or interfering with the organising 
of unions or establishing employer 
sponsored unions, there are no provi¬ 
sions of law, but such matters are diffi¬ 
cult to establish in legal proceedings and 
arc suitable for a voluntary code of dis¬ 
cipline. It is not that under the exist¬ 
ing code of discipline, by which such 
acts arc agreed to be avoided, there is no 
sanction. Implementation committees 
at the centre and in the states are there 
and have taken appropriate action on 
complaints of breach of the provisions 
of the code of discipline. The best 
remedy against unfair labour practices 
is the growth of strong representative 
unions and a proper grievance proce¬ 
dure, and not legislation. 

From the foregoing it is clear that the 
legislation on unfair labour practices 
proposed is not likely to promote har¬ 
monious industrial relations and may 
generate unnecessary litigation. 


‘shortage of coal supplies’, the burning 
problems of the late sixties was the 
‘shortage in the demand for coal. 
For the first lime in 23 years, coal de¬ 
control became a reality during the 
decade. Yet contrary to the benefits 
possible from the emergence of a free 
market economy, the competitive forces 
could not manifest themselves due to 
the pressure tactics in the matter of 
price-regulation by the major govern¬ 
mental consumers. 


Thanks to the allocation of the foreign 
exchange loan of Rs 14.17 crores from 
the World Bank, constituting about 40 
per cent of the total cost of opening 
new mines, capital equipment for the 
expansion of the then existing mining 
capacities, as also for spares, the in¬ 
dustry managed to plough back and 
make a fresh investment of about Rs 
15 83 crores for the large-scale expan¬ 
sion of the industry between 1960 and 
1963. Besides, the enforcement of week- 
long production in many collieries 
since the Chinese aggression of 1962 also 
helped in stepping up the output of 
coal. But, since the middle of 1963, 
there was a reversal of the rising trends, 
following the issue of ‘go slow’ notices 
in respect of all expansion schemes. It 
was followed by a continuing series of 
exercises in scaling down the produc¬ 
tion targets from 104 million tonnes for 
1960-61 to 98.3 million tonnes a year 
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for the third Plan period;- later on to 
some 90 million tonnes and finally to 
76 million tonnes at the time of the mid¬ 
term appraisal. The tragedy of the 
entire situation was that even three 
years after the conclusion of the third 
Plan the estimated 1969 output of 
78.37 million tonnes was much in 
excess of the actual demand. 

Thus the planners’ follies during 
the early sixties deprived the industry 
of the desired returns on its heavy 
investments on expansion, while the 
industry has been paying heavy toll 
because of the shrinkage of the market 
for coal. Unless adequate and timely 
steps are taken to reverse the trend, the 
seventies may well witness the grim 
reality of vanishing coal markets. 
Naturally, the debate must now con¬ 
centrate on whether or not the country 
can allow such a serious exigency to 
happen. In this context, it is pertinent 
to analyse the existing demand pros¬ 
pects in some depth both with respect 
of coking and non-coking coals. 

Largest Consumer 

Currently, absorbing about 33 per 
cent of the total supplies, the railways 
are the largest single consumers of non¬ 
coking coals. During the sixties, the 
consumption of coal by the railways de¬ 
clined from 18.8 million tonnes in 
1963*64 to 16,42 million tonnes in 
1968-69 notwithstanding an increase in 
passesngers carried from 1,509 million 
to 2,213 million and in goods traffic 
from 146.6 million tonnes to 240 mil¬ 
lion tonnes. The serious loss suffered 
by the coal industry has been ascribed 
to the reckless dieselisation programme 
of the railways. 

Although the coal industry does not 
seek to stand in the way of implemen¬ 
tation of the modernisation programme 
of the railways, the spokesmen of the 
industry have raised the poser as to 
why the administration should give a 
priority to dieselisation over electri¬ 
fication without considering the im¬ 
pact of recurring costs for the former on 
the overall national economy. Des¬ 
pite the 1450 per cent increase in the 
output of crude oil in the country to 
5,8 million tonnes between 1950-51 and 
1967-68, the demand-pattern already 
created thereof required an import of 
some *2 million tonnes of crude in 
1969, entailing a foreign exchange spend¬ 
ing of about Rs 109 crores a year. Be¬ 
sides, crude oil imports arc governed 
by the supplies thereof in the inter¬ 
national markets and the ever-changing 
political situation, as also foreign ex¬ 
change of the appropriate currency to 
foot the heavy bill. 

In I his context, knowledgeable people 
have expressed surprise as to how the 
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largest public sector undertaking in the 
country is fast moving ahead with its 
plans for dieselisation, thus increasing 
the burden on the country’s foreign 
exchange and dependence on extraneous 
supplies for running such a key service 
as railways. It has plans for dieselising 
some 3,000 route-kilometres over and 
above the 19,200 route-kilometres 
already covered by such traction. They 
also question as to why the railways are 
being currently served by some 994 diesel 
locomotives when only 514 electric 
locomotive could do in their place. 
The Government of India must find 
urgent and satisfactory answers to these 
questions which are intimately related 
to the very existence of the non-coking 
coal industry. 

Grim Picture 

With limited reserves of coking coals 
in the country, the industry presents a 
grim picture, of course with its own 
variants. A recent assessment by a 
committee of the Coal Advisory Council 
reveals that out of the gross reserves of 
13,468 million tonnes in the Jharia, 
Ranecgunj and eastern Bokaro coal¬ 
fields, the extractable net reserves of 
various grades up lo a depth of 2,000 ft 
are only 4,015 million tonnes. Besides, 
the reserves of the Jharia coal-fields, 
the only source of prime coking coal, 
ultimately governing the total availa¬ 
bility of metallurgical coal which can 
be directly charged into the coke ovens, 
is only 1,360 million tonnes out of 
which 49 per cent are proved reserves 
and the balance inferred or indicated 
reserves. Under these circumstances, 
close correlation should be maintained 
between the development of the steel 
industry and the extension of the coking 
coal productive potential in drawing up 
future plans and arranging their im¬ 
plementation. 

Due to the unrealistic targets of hot 


The reorganization of executive and legislative 
brandies of the United States Government is 
a subject which has been under investigation 
with increasing emphasis during war years. 
Pressures of war evoked the need for swift, 
efficient decisions and actions and accordingly 
focussed official and public attention mainly on 
fact; Government’s physical make up was 
not attuned to modem conditions. Many 
authorities feel that when peace returns the need 
to reshape governmental machinery will be 
even more pressing due to the necessity of 
economy and effic iency. It is recalled that after 
World War I American people domanded 
economy in Government to pay off debts in¬ 
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metal production, the steel plants used 
only 74.7 million tonnes of the total 
output of 118.3 million tonnes of cok¬ 
ing coal during the past decade and that 
too, despite a decline in the output of 
coking coal from 17.04 million tonnes 
in 1961 to 16.11 million tonnes in 1967- 
68. Thus 43.6 million tonnes of coking 
coal which would have fed the steel 
plants for four more years, was wasted 
for non-metallurgical purposes, such 
as brick-burning, railway locomotive 
fuelling, boiler firing and so on. 

Another deterrent during the sixties 
related to the existing pricing policies 
which, in a way, have compelled the 
producers to resort to only horizontal 
rather than vertical operation of their 
mines. Commenting on this situation 
the Chari Committee observed that 
mining at depths increased the costs of 
production in addition to which the 
sales realisation also came down owing 
to a deterioration in the quality, mak¬ 
ing the operations highly uneconomic. 

Understandable Disinclination 

There was understandable disincli¬ 
nation on the part of the investor to 
expand vertically, and the lack of such 
vertical expansion and development 
would have a disastrous effect on the 
continued availability of coking coal. 
The committee further noted that purely 
from the consumer’s angle, the superior 
grades of coal, which were of greater 
utility to him, would seem lo merit a 
higher price. But from the producers’s 
angle, it was the comparatively poor 
grade of coal lying at depths, and on 
which the future of the steel industry 
depended, that called for a higher price. 
No entrepreneur would think of in¬ 
vesting on the development of the lower 
seams of inferior grade coal which 
would net him considerably lower re¬ 
turns. An unremunerativc price- 
structure for this comparatively poor 


curred during the war. Public debt after this 
war will be enormously greater than after the 
last war—it already stands at 233 billion do¬ 
llars. Thus observers are for casting a 
series of moves, or a continuation of moves 
already begun, towards reorganization when 
President Truman and Mr Byrnes return to 
Washington from the Potsdam conference. 
The President already has requested for Cong¬ 
ress legislation granting them broad power— 
virtual carte blanche — to put the executive 
branch in order* And the Congress has 
committees surveying the question of 
reorganizing its own committee machinery and 
procedure. 
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If you don't us* Air Cargo because you think its 
sxpensive. you could b* cheating yoursalf. 

Some of your profits could be lost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs aro not really a true indication of 
these total distribution costs. Also, because air cargo 
gives you faster delivery, you get a faster sale and a 
faster return on your investment. 

Customers are impressed, further orders are 
encouraged, Suddenly new markets are opened to you. 


Now. if your particular product or 
market won't allow a complete switch . ^ 
to air exporting, you still needn't risk losing orders 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk 
by sea, but build an allowance into your costing _ 
system to use air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

You owe it to your profits. 
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PUNNING FORWARD, TESTING BACK—THAT’S NRG 

From its conception all the way to its finished form, an NRC product 
is the object of systematic, scrupulous scrutiny. Be it NRC's 
Rayon Yarn. Or Rayon Tyre Cord. Or one of numerous process 
chemicals. Always preceded by meticulous planning and followed 
by unsparing quality control. NRC-knows no other way. 

THE WmONAL RWON 60R^^ 

Ewart House, Bruce Street, Fort Bombay*1 BR. 
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coal would virtually lead to the starva- Consolidated Fund of India for this tute for railway transport. Such a 

tion of the steel plants in future. purpose. It rhay be mentioned that large volume of passenger traffic to and 

government is collecting Rs 0.75 a from the Konkan region should guaran- 

Despite this clear warning, the Go- tonne of coking coal despatches from tee financial viability for the proposed 

vemment of India has not yet realised the industry since October, 1968, to railway. The annual rate of migration 

the gravity of the situation and announ- build a Development Reserve. If every year from the single district of 

ced any corrective measures. Everyone necessary, the government should not Ratnagiri into Greater Bombay is over 

connected with the coal industry and hestiate to provide additional funds for 30,000 persons. The economic develop- 

trade knows that even for a moderate the industry as loans or subsidies. mcnt of the area that will take place is 

depth, the time-lag between plan- also to be kept in view while consider¬ 

ing and production would be anything It need hardly be mentioned that the ing the proposal for expansion of the 
between five and six years. Everyday gestation period in the mining industry coastal railway in the Konkan. 

of delay means complicating the situa- is longer than in any other industry. 

tion further so that a time may soon The production momentum has to be One could have a clear idea of the 

come when the shortage of coking coal built up with constant attention and at Konkan region with the area, popu- 

supplies will pose a major threat for the heavy investments. Hence the psy- lation. decade increase and density of 

well-being of the expanding steel in- chological climate should be conducive cac h 0 f the three districts as well as 

dustry. to warrant such investments. The land utilisation and area and outturn 

fear-complex of nationalisation acts as 0 f agricultural and other crops from 

It is thus clear that, besides announc- a positive disincentive to planning Tables I, II and 111. 

ing remunerative price for deep mining ahead by the investors and the 

to make such ventures worthwhile, entrepreneurs alike. The government _. _ 

the government should forthwith take should make a straightforward decision “'SB* 8 * District 

adequate steps to ensure the expansion on nationalisation, and help the private As will be seen from the figures in 
of vertical operations. It has been sector in the industry to decide on its Table I Ratnagiri in south Konkan 

suggested that the government should next course of action and chalk out is the biggest in both area and popu- 

commence disbursing funds from the plans for its speedy implementation. lation. Thana, which is contiguous to 

Greater Bombay city in which some 
, of the territory of the district had, from 

The Konkan’s Economy and Coastal Railway 

urbanised and has the largest number 
SHRIKRISHNA VANJARI of towns. Thana city is practically a 

suburb of Bombay city and also forms 

Mr Gulzarilai. Nanda, the Minister nomic development in this backward P art °L f ' le . Bombay-Poona industrial 

for Railways, who also happens to region. f rea - T " e d *«sity of * atna 8 in ,s th * 

possess first-hand knowledge of socio- ■ t ^ ie rale of decade growth 

economic conditions in Maharashtra It would, therefore, be interesting of Ratnagiri is unique in the whole state, 

state, including the Konkan region, birefly to survey the position of the r he fact that only in 1931 when econo- 

sincc he was a minister in the former Konkan economy and the comparative nuc depression had brought about clos- 

Govemment of Bombay, has recently position of the three districts forming * ure ° .7 1 , ay , s . textl e 

ordered a preliminary technical survey the Konkan region. decade growth had increased to 12.68 

for a coastal Konkan railway. 

The Konkan railway plans had been 
Earlier, in recent years, the Plan- considered by the former British rulers 

ning Commission had organised a de- over 100 years ago but, somehow, they 

tailed survey of and investigations in bad not been pursued. The British 

the transport and communications needs had got panicky when a stray German 

and requirements of Maharashtra state submarine appeared suddenly in the 

in the immediate future. The team that waters of Ratnagiri port in the district 

carried out the operation was headed by of that name along the Konkan coast 

Mr P. S. Nadkami, an IAS officer with during the days of World War I. The 

considerable experience in economic vulnerability to enemy attack and the 

affairs and administration. The report need for provision of a defence strategy 

submitted by Mr Nadkami probably including railway communications in 

covers the aspect of actual need for Ratnagiri district's coastline that ex¬ 
construction of the Konkan railway tends to 200 miles are thus valid factors 

and its financial viability that is related that cannot be ignored, 

to the probable passenger traffic load 

and goods freightage and actual and When the whole country is served by 
potential economic development of the a railway network, there is no justifi- 

extensivc coastal region. cation for neglecting this extensive west 

coast. The annual inward passengers 
The people of the Konkan have re- at Bombay port number 3.69 lakhs and 
cently been also agitating for special out of them 3-02 lakhs are Konkan 
consideration being given by the state passengers. Among the corresponding 
government to their problems of socio- total of 3.54 lakhs of outward passeng- 
economic development that, they com- ers Konkan accounts for 3.10 lakhs, 
plain, has been neglected. The gov- Since sea travel is completely suspended 
eminent, for its part, has announced its during the monsoon, the Konkan rail- 

intention to formulate a special pro- way could cater to this large number of How is the split In the party—In the 

gramme for hastening the pace of eco- passengers. Roadjtransport is no substi- personality! mean ? 
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is eloquent of massive migration from 
the district. 

The number of females per 1,000 
males in Ratnagiri was 1,262 in rural 
areas which is unique in the entire state. 
Even in urban areas, it was 987 is 
against the state’s 801. The rate of 
migration every year exceeds 30,000. 
In 1961-62, 32,611 persons, i.e .. 17,480 
males and 15,131 females had migrated. 
As children born to migrants outside 
Ratnagiri district are not enumerated, 
the total population is much higher, 
as many migrants arc practically domi¬ 
ciled in Bombay city. 

As will be seen from the figures in 
Table II, one-third ofthe geographical 
area of Thana is covered by forests and 
30.29 per cent of the district’s popula¬ 
tion consists of adivasis, including 2.16 
lakh varlis, living in conditions of want 
and starvation for several months in 
the year. Thana also possesses a large 
area of grassland. At the same time the 


district possesses some of the best rice- 
land and groves of garden crops along 
the sea coast. According to figures of 
1966, industrially Thana ranks third in 
the state with its 727 working factories, 
but possesses 66,000 more workers, 
than those of Poona. It has a railway 
length of 249 kms. 

Kolaba, too. shares with Thana some 
of the advantages of proximity to 
Bombay city, and the railway line tra¬ 
versing the district on one of the main 
routes terminating in Bombay admea¬ 
sures 88 kms. It possesses 82 factories 
with 4,681 workers, as against Ratna- 
giri's 43 factories and 2,035 workers, 
it, too, possesses some good rice-land 
and, despite its being the smallest dis¬ 
trict in Konkan, possesses the highest 
outturn of rice. Its outturn of pulses is 
equal to Thana’s even when its area is 
smaller. 

The crop pattern is superior in the 


Konkan, because the dominant crop 
is rice which is a high-value cereal crop 
as against jowar and bajra in upghat 
districts and other areas of the state. 
Ratnagiri’s outturn of rice per acre 
was valued in 1955-56 at R$ 124 as 
against Rs 76 per acre of the state. 
The Konkan districts, particularly Rat¬ 
nagiri, possess in the south rich laterite 
soil that grows high-quality mango such 
as the Alphonso, and coconut, betelnut 
and caju (cashew). Caju grows luxu¬ 
riously in the rocky soil as well as in 
groves. 

Over 85 per cent of the land surface 
in Ratnagiri is hilly. Land utilization is 
also poor, i.e., 27.73 per cent as against 
57.69 per cent of Maharashtra so far 
as net area sown is concerned. The per¬ 
centage of gross cropped area is 28.51 
as against Maharashtra’s 60.55. The 
percentage of barren and unculturable 
waste is 28 ■ 03, as against Maharashtra’s 
6.08 per cent. The proportion of other 


Table I 

POPULATION AND PERCENTAGE INCREASE OF THE THREE DISTRICTS 


District 



Area 

(in sq. 
kms.) 

No. of 

talukas 

No. of 

towns 

No. of 

villages 

Total 

popula¬ 

tion 

Decade Density 
per¬ 
centage (No. of 

of persons 

increase per sq. km.) 

Thana 



9,200 

12 

20 

1,599 

16,52,678 

28.86 

180 

Kolaba 



7,025 

14 

12 

1,778 

10,58,855 

16.48 

151 

Ratnagiri 



12,905 

15 

13 

1,516 

18,27,203 

6.73 

142 





Table II 









LAND UTILISATION (1964 -65) 












(In hectares) 

District 


Geogra¬ 

phical 

areas 

Forests 

Barren 
and un- 
cnltivable 
land 

Permanent 
pastures 
& other 
grazing 

Under Cultur- 

miscellane- able 
ous tree waste 

crops 
and 
groves 

Total 

faltows 

Net area 
sown 

Thana 


9,33,700 

3,66.700 

73,800 

45,700 

13,200 

28,300 

99,600 

3,04,800 

Kolaba 


6.86,900 

1,64,600 

123,300 

7,000 

36,100 

61,600 

71,900 

2,20,100 

Ratnagiri 


12,78,700 

24,300 

345,000 

4,600 

19,700 

1,92,200 

3,04,300 

3,59,600 
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fallow land is also very high i.e., 16.77, 
as against Maharashtra’s 4-46 per cent. 
The crop pattern consists of rice, 35.72 
percent, minor millets such as ragi, 
kodra, vari, 27.57 per cent, pulses, 
4.31 per cent, sugarcane, 0.03 per cent, 
oilseeds including coconut and sesame 
and other food crops, 2.86 per cent. The 
total foodcrops make a percentage of 
70.49 in the gross cropped area as 
against Maharashtra’s 69.88. 

p* In Ratnagiri, which is the biggest 
remittance district in the Konkan, 
6.16 lakh or 65 03 per cent of the total 
male workers in the population are 
engaged in agriculture. The correspond¬ 
ing percentage of Maharashtra is much 
lower, i.e., 40.69. Women predominate 
in cultivation with a percentage 
of 84.43, as against Maharashtra’s 
54.79. The average area of land culti¬ 
vated per worker is 1.43 acres, as 
against Maharashtra’s 3.50 acres. There 
is a higher percentage of persons work¬ 
ing on the land, i.e., 81.19 per cent, 
as against Maharashtra’s 69.91 per 
cent. 

Agricultural Labour 

The number of agricultural labourers 
is the smallest, i.e., 50,000, as against 
1.18 lakhs of Thana. In Thana, 81,000 
are engaged in manufacturing, as against 
Kolaba’s 11,000 and Ratnagiri’s 
13,000. The workers in transport and 
communications number 29,000 in 
Thana as against Kolaba’s 80,000 and 
Ratnagiri’s 90,000. Other services absorb 
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68,000 persons in Thana, 36,000 in 
Kolaba and 56,000 in Ratnagiri. 

The characteristics of diversity 
in natural and other conditions 
and economy of each of the three 
Konkan districts determine the urgent 
needs of each and the mode of deve¬ 
lopmental activities that could streng¬ 
then the general economy of each of the 
three districts. Any planning for deve¬ 
lopment must of course be based on a 
careful examination of all factors of 
the economy. Some parts of Thana and 
Kolaba, for instance, are suitable 
for siting of industry overcrowded in 
Greater Bombay, and this process is 
already discrnible. 

Predominant Sector 

It is clear that agriculture predomi¬ 
nates the economy of the entire Konkan 
region, although the soils of the Kon¬ 
kan, except in a few tracts of rice-land 
in Ttyina and Kolaba districts, where 
they are fertile, are inferior and poor. 
However, there is considerable scope 
for horticultural plantation in Ratnagiri 
district and the state government 
could well have pressed the Refinance 
Corporation to finance it on easy terms 
on a long-term basis. 

The British had good reason for 
neglecting the Konkan region, because 
the region provided them army recruits 
who exceeded in number the recruits 
from the whole of the Bombay presi¬ 
dency comprising western Maharashtra, 
Bombay,Karnatak, Gujarat, Kathiawar, 
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Sind and Aden. Bombay’s industries, 
particularly the textile industry, need 
a large labour force. Bombay cjty police 
force is dominated by the Konkanis. The 
migrants also provide the postmen and 
members of miscellaneous professions 
and occupations. As high as 50.08 per 
cent, of Ratnagiri male migrants are 
absorbed in manufacturing industries. 
The other precentages are : service 
15.54; transport etc. 11.36; trade and 
commerce 8.84; clerks etc 13.45, and 
sales workers 4.40. 

Ignored Region 

This extensive backward tract of the 
Konkan, admeasuring 29,130 square 
kms has not only been ignored by the 
Government of Maharashtra but taken 
as a part of western Maharashtra it is 
treated as advanced in development 
vis-a-vis Vidarbha and Marathwada,' 
both of which are definitely more fertile. 
Thus the government has provided, 
certainly for reasons not connected with 
development of the state, per capita 
outlay in the five-year Plan allocation at 
Rs 88 each for Poona and Bombay divi¬ 
sions —the Konkan districts are in¬ 
cluded in Bombay division—and at Rs 
95 for Nagpur division and Rs 98 
for Aurangabad division. This pattern 
of allocation is to be continued in future 
five-year Plan periods also, so that ‘the 
shortfalls relating to the first and second 
Plans (when these regions had formed 
parts of other states) will be wiped 
out by the end of the fifth Plan, if not 
by the end of the fourth Plan period 
itself’. 


Table III 

AREA AND OUTTURN OF PRINCIPAL CROPS (1965-66) 
(A—Area in 100 hectares O—outturn in 100 tonnes). 


District 

Rice 


Ragi 

Total Cereals 

Total Pulses 

Total 

Foodgrains 


O 


O 


O 


O 

A 

O 

Thana 

1,498 595 

263 

192 

1,912 

1,840 

131 

34 

2,043 

1,874 

Kolaba ' 

1,379 1,617 

185 

98 

1,675 

1,762 

117 

34 

1,792 

1,795 

Ratnagiri 

1,366 1,283 

541 

220 

2,328 

1,698 

90 

23 

2,418 

1.721 
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WINDOW ON THE WQR.LD 

Report In Depth 

JOSSLEYN 


UNIFORM EXCHANGE RATES 
LONDON: 

Thr EEC Commission is not against 
variations in exchange rates as such. 
It would be prepared to envisage 
a uniform change of all EEC 
parities vis-a-vis the dollar, if 
circumstances were appropriate. In 
other words, it would be happy to see 
the Community act as if it were already 
a federal union. The likelihood that all 
member states would at any given time 
be in economic circumstances appropri¬ 
ate to uniform change is not great. At 
no time in the past 10 years have the 
major EEC member states been in simi¬ 
lar states of external imbalance for more 
than a few months. There is always at 
least one country in surplus when 
the rest are in deficit, or vice versa. 

In such circumstances, the logic of the 
Commission’s position would lead it to 
say that the odd one out should move 
with the rest and adopt suitable budget¬ 
ary policies, and use Community credit 
resources, to deal with the consequences. 
If France had to upvalue when devalua¬ 
tion would suit its situation better, it 
could be treated as a depressed area and 
given the needed injection of capital 
(in the form of foreign exchange) to deal 
with its problem, accompanied by a 
dose of “mutual surveyance.’’ 

Plain Purpose 

The Commission’s proposal does not 
run quite to this, at least not until 
1980. For the interim period, exchange 
rate changes are merely to be subject 
to agreement of other members. 
But such is, nevertheless, the logic of 
exchange rate rigidity among members. 
The purpose is plain : if governments 
can be obliged to seek (or extend) 
mutual assistance, rather than solve 
their economic problems through ex¬ 
change rate changes, they will first find 
themselves financially more interdepen¬ 
dent. Moreover, the amounts of such 
finance will need to be increased, 
and the larger amounts will excite grea¬ 
ter interest in the supervision of their 
use. Financial interdependence will, 
in other words, bind the members to¬ 
gether. 

It seems odd that France, which has 
had a more persistent tendency towards 
inflation than other EEC countries, and 


On The EEC—IV 

HENNESSY 

a greater readiness to have recourse to 
the exchange rate mechanism, has raised 
no objection. 

M. Giscard d’Estaing, the Finance 
Minister, with his personal anti-infla¬ 
tionary leanings (as well as his pro- 
European attitude), is evidently in sym¬ 
pathy with the Commission, as are 


Jossleyn Hennessy is on holiday and 
will resume his reports on the OECD 
countries on August 2!, when he will 
offer an assessment of the new Tory 
government’s policies and prospects as 
they will by then have revealed them¬ 
selves. 


Paris bankers; while the low level of 
economic understanding through the 
rest of the country, at least in the quar¬ 
ters where opposition might be expected, 
may help to explain this complaisance. 

It is noteworthy, however, that France 
has not been actively promoting schemes 
for monetary unification. It will almost 
certainly baulk at provisions such as 
those suggested by Dr Schiller for 
Council directives on economic mange- 
ment, on the basis of weighted majority 
voting, at a fairly early stage in his pro¬ 
posed timetable. In general, the West 
Germans, who tend to feel the greatest 
rectitude in currency matters, have been 
the most strenuous in pressing for su¬ 
pervision. Some Frenchmen, with the 
possible exception of Giscard, dislike 
being on the receiving end of binding 
advice. 

II 

BRITISH ATTITUDES 

How would the UK fit into this pic¬ 
ture? 

Even after becoming a member, the 
UK is likely to be more exposed to the 
economic vicissitudes of third countries 
than existing members and could easily 
tend to be a deviant. Like France, 
the UK has a greater historic tendency 
towards inflation than the EEC average. 
And although the dramatic improve¬ 
ment in the balance of payments has 
tended to dispel many of the doubts over 
sterling that vitiated soundings of 
membership in 1967, it remains to be 
seen whether the UK’s long-term trend 
of deteriorating international competi¬ 
tiveness has ~ wholly disappeared, 
although the return of a Tory govern¬ 
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ment has greatly improved the UK’s 
economic prospects. 

In short, the question of whether the 
sterling parity could be held rigid over 
the long term, to abide by the new EEC 
doctrine of rate rigidity, is open — as 
also whether it would be in the UK’s 
interests to attempt to adhere to such a 
doctrine. It is no longer (as it so often 
mistakenly was in the 1960s) a question 
of whether sterling would survive the 
next crisis. It is a question of the long 
haul. 

On the basis of the kind of negotiat¬ 
ing timetable about which speculations 
are now heard — i.e, twelve to eighteen 
months from the beginning of negotia¬ 
tions — it is unlikely that the answers 
to this question will be much clearer by 
the time negotiations are complete. 

The UK will, it seems, either join or 
remain outside the Community 
without any good evidence bearing 
on what could be the most important 
economic problem connected with its 
membership. Assuming the effects of 
sterling's devaluation have virtually 
settled down by 1971, it will be about 
1974 before any reasonable judgement 
as to whether the long-term trend has 
been affected or not will be possible. 
Although some individual Treasury 
economists are concerned about this 
problem, the new Chancellor of the Ex¬ 
chequer appears not to be worried 
about the question of sterling in the 
EEC, in this or any other respect. 

The Sterling Balances 

The other sterling problem, the sterl¬ 
ing balances, is likewise not urgent 
now. 

It is possible to argue that the 1968 
Basle arrangements, together with the 
exchange rate guarantees extended by 
the UK government now on virtually 
all official holdings, has disposed of 
the problem of sterling as a reserve 
currency. It is, however, only a tem¬ 
porary arrangement, expiring in 1971, 
though the essential terms could be 
renewed. In any case, there is no 
reason to believe that the Commis¬ 
sion's opinion about the incompatibi¬ 
lity of the sterling balances with EEC 
membership has changed much (M. 
Barre has said that the 1968 Basle 
arrangements do not in his opinion, 
change it fundamentally, and that some 
more permanent solution will need to 
be found). The Commission believed, 
as did most Europeans in 1967, that 
the problem could not be dealt with on 
a Community-wide basis, but could only 
be solved in a wider framework. 

But the problem has now changed. 
First, the effectiveness of exchange rate 
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Fifteenth step 

towards 

prosperity 

the birth of the State Bank 16 years ago 
was the first manifestation or social purpose 
in banking operations. The State Bank lost 
no time In spreading out into the semi-urban 
and rural embanked areas. The ultimate 
aim was to mobilise the country’s growing 
resources and then canalise them Into the 
priority sectors. 

The State Bank's progress in the past 
16 years is reflected in the fact that the 
Bank's offices—only 477 to start with— 
have now multiplied beyond 1,850 with 
those of the Croup (consisting of the Bank 
and Its seven Subsidiaries) as a whole 
exceeding s v OOO. Today the State Bank 
Group’s deposits total nearly Us. 1,700 
croreB. Us total advances aggregate about 
Its. 1,350 crores of which advances to 
agriculture stand at R*130 crores, 
another Ft* 160 orores having been pumped 
into the small-scale industrial sector. 
Advances for exports exoeed 8*100 orores. 
Thus about 36% or the total advances have 
gone to these priority sectors. 

In other words, the State Bank has been 
working for the last fifteen years to 
stimulate economic growth. 

STATE BANK 

-the biggest bank 
serves the smallest man 
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guarantees has been . proven. Second, 
the question of funding must now be 
seen in relation to internal Commu¬ 
nity policy on monetary harmonisation. 
Whether or not it is possible to fund the 
sterling balances depends on UK inte¬ 
rest rates relative to dollar rates. If 
UK rates are attractive and devaluation 
is not felt to be likely, no funding scheme 
will prevent sterling balances from 
being built up again. If rates in Lon¬ 
don arc unattractive, the sterling ba¬ 
lances will be a problem, unjess they 
are funded. But interest rates, linked 
as they are to money and credit poli¬ 
cies in domestic markets, arc integral 
to the monetary policies which it would 
be necessary to co-ordinate within the 
integrating economy of the Community. 
The right interest rate level for control¬ 
ling the sterling balances might, coin¬ 
cidentally, be appropriate to the mone¬ 
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tary policy judged best from Brussels; 
or it might not. 

Ill 

RESERVE CURRENCY 

There is a third new variable in the 
problem of sterling and the Commu¬ 
nity, i.e. whether jealousy of the Ameri¬ 
can success at manipulating the reserve 
currency position of the dollar, a senti¬ 
ment felt in Brussels as well as in Paris, 
is likely to cause the EEC to seek lo enter 
that league. 

It must quickly be said that a country 
does not norinally choose to have a 
reserve currency. The choice is made for 
it by foreign nationals who deride to 
hold its currency. Bui holders of stcrl- 
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ing abroad could be offered currency 
from the proposed European reserve 
fund, as part of a European solution in 
what remains of the problem of the 
sterling balances. This would provide 
a start to an EEC reserve currency, as 
well as reducing the amount of sterling 
held in excessive quantities abroad. 

Although Commission members have 
been discreet about the reserve currency 
question, it is known that the desire to 
internationalise the proposed European 
monetary unit as soon as possible exists 
both inside and outside the Commission 
otBces. 

The ability during the past year or so 
of the USA to finance a payments defi¬ 
cit of unexpected size with no strain at 
all thanks to foreign willingness to 
add to holdings of dollars (private and 


ECONOMIC ACTIVITY IN LEADING INDUSTRIAL COUNTRIES 


JANUARY-DECEMBER—percentage change 




European Economic Community 


Other countries 



Belgium 

France 

Italy 

Nether¬ 

lands 

West 

Germany 

UK 
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Switzer- USA 
land 

Japan 

Production: Index of 
industrial output 1 
year to year —1967-1968 
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P 

6.0 4.7 
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-1968-1969 
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Wages: Hourly earn¬ 
ings in manufactur¬ 
ing* year to year —1967-1968 
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12.4 

3.6 

8.0 

4.3 

6.8 

6.5 

4.0 6.1 

15.7 
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Prices: Index of whole¬ 
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factures* 
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Order Books 4 : 

New orders received 

year to year —1967-1968 
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7.4 
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12.6 

10.2 

17.5 

-1968-1969 
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28.5 

18.5 

11.2 
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figures exclude construction in France, West Germany and the United Kingdom. Swedish figures exclude utilities. *Also 
covers mining in Sweden. Netherlands data refer to adult males only. Belgium, France, Italy, Netherlands, Switzerland and UK 
data are wage rates. Figures for Japan relate to monthly earnings. ^Figures relate to consumer goods in Italy and West 
Germany and to producer prices in West Germany, ‘Figures relate to metal products in Belgium and Sweden, metal products 
(including shipbuilding) in the Netherlands, manufacturing in the USA, manufacturing (excluding food, drink and tobacco) in 
West Germany, engineering and electrical goods in the UK and machinery (excluding ships) in Japan. *January-Scptember. 

Production- Last year West Germany and Netherlands improved even on excellent 1968 performances; Belgium’s growth 
rate swept forward, bringing it up among pacesetters; trends in France and Italy distorted by May 1968 strikes and autumn 
1969 labour troubles, respectively. Elsewhere, production in Japan maintained phenomenal expansion. Wages: Everywhere 
except France, earnings climbed faster in 1969; UK trend not abnormal. Prices: EEC fears of accelerating inflation generally 
justified, especially in France; elsewhere, price trends mixed. Order books : Even stronger in flow of new orders almost every¬ 
where augurs well for 1970 output. 

gearoe: Economic Trends (Economist Intelligence Unit, 27 St James’s Place, London, S.W. 1.) dated May, 1970. 
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official alike, but mainly private), has 
made its impression. 

AH the more so as monetary condi¬ 
tions in Europe were less easy than they 
might otherwise have been. Conclu¬ 
sions have been drawn: the EEC in¬ 
formation bulletin put out from its 
Paris office after the finance ministers’ 
meeting in February attributed to 
ministers the view that the Community 
should have “some form of reserve 
currency, which in time could rival the 
American dollar”. 

✓ 

These may not be the right conclu¬ 
sions; it may be more a question of the 
international banking network which 
the Americans now have, and which 
even a Europe expanded to include 
Britain could not match, than of cur¬ 
rency as such. However, conversion of 
sterling held abroad would present the 
only opportunity of internationalising 
a European currency that could arise 
for a considerable time to come. 

Ironing Ont Fluctuations 

The proposal to eliminate day-to-day 
market rate fluctuations also raises 
problems in the transititional stages. 
At present, national currencies are 
managed in relation to the dollar; they 
fluctuate no more than one per cent 
either side of their parity with the 
dollar, so that any currency except the 
dollar can fluactuate by anywhere up to 
two per cent vis-a-vis any third 
currency. 

The only way to eliminate fluctua¬ 
tions among EEC currencies, while 
they are still managed against the dollar, 
would be to peg them rigidly to their 
dollar parities. 

This would place the central banks 
charged with this responsibility" in 
great difficulty during a run on, or into, 
any of the currencies involved; no bear 
squeeze or any other such tactic would 
be possible to combat speculators. To 
maintain scope for fluctuations vis-a- 
vis the dollar, while eliminating varia¬ 
tions among member currencies, it 
would be necessary to select one EEC 
currency as the key, and peg the rest to 
it. This seems politically unlikely, as 
well as being inconsistent with the princi¬ 
ple of equality of inconvenience which 
resulted in the choice of the Community 
“unit of account 1 ’ (i.e. the US dollar 
— now used in all EEC accounting). 
This objective may need to wait until 
the final stage, when a common EEC 
currency has been developed. 

IV 

A RETREATING MIRAGE? 

Official pronouncements have so far 
been vague as to the characteristics of 
the proposed common currency unit. 


in 1962, M. Marjolin said that this need 
not entail abolition of existing national 
currencies. So far, there is no indica- 
■ tion that the Commission has departed 
from this view. Earlier this year, after 
the February meeting, Baron Ansiaux, 
Governor of the Belgian Central Bank, 
made the same point. 

However, views appear to be divided, 
and it is easy to understand the desire 
to avoid the upheaval of a complete 
changeover to a new currency which 
would not be an even multiple of exist¬ 
ing ones. On the other hand, a curren¬ 
cy which is merely an accounting unit 
of central banks and governments, for 
some purposes but not for others, is 
unlikely to be of great practical value. 
And what is not found practical sooner 
or later withers away. 

The Community still has time to sort 
out its priorities. It is likely that some 
of these are a little out of proportion. 
The substantial differences between 
member countries in expectations about 
money wage increases are unlikely to 
disappear quickly. The desire to force 
the pace of unification, by making ex¬ 
change rates rigid at an early stage, is 
probably premature, and is risky, should 
a member with a payments disequili- 
rium also founder into rising unemploy¬ 
ment, yet meet with doctrinal resistance 


to a proposal to devalue. The optimism 
to be found in some of the plans, as in 
Dr Schiller’s, that once co-operation 
between central banks became sufficient¬ 
ly close, fundamental imbalances bet¬ 
ween the member states could no longer 
occur, is doubtless inspiring — and is 
reminiscent of the optimism in the UK 
at the time of the national plan and the 
burst for growth — but is basically non¬ 
sense. 

But that is.only to say that the kind 
of errors generated by enthusiasm appear 
likely to be made. That these enthusi¬ 
asms abound, after 13 years’ hard 
slog since the Rome Treaty was signed, 
suggests that a programme very like the 
one discussed in February will be put 
into effect. 

Sources and acknowledgements: This 
is the final article of four reporting in 
depth on the profound changes taking 
place in the European Economic Com¬ 
munity. Previous articles appeared here 
on June 26 and July 3 and 10. They sum¬ 
marised, by special arrangement, an ex¬ 
clusive 42 page report in the May issue 
of European Trends , published quarterly 
to subscribers only by the “Economist” 
Intelligence Unit, 27 St. James’s Place, 
London, S.W.l, but the EIU is res¬ 
ponsible neither for my summary nor 
for my comments, based on a variety of 
sources. 


How Willing Is Barkis? 


E. B- 

VIENNA: 

WrrH the British election over and 
Europe aware once again with what 
shade of British opinion it is going to 
exchange views in the second set of 
negotiations on a British application 
for membership of the Common Mar¬ 
ket, these discussions will begin shortly. 

The continent as a whole regards this 
bargaining effort, renewed by Britain 
after its failure seven years ago, with 
interest and from three distinct atti¬ 
tudes. The Market countries are ge¬ 
nuinely interested in the possibility of 
Britain becoming a member and leaving 
the European Free Trade Association 
which it was largely responsible for 
creating as a counter-bloc to the Market 
at Stockholm in 1958, The EFTA 
countries, with Norway and Den¬ 
mark also candidates for Market mem¬ 
bership (as also is the Irish Republic), 
are uncertain and much less definite in 
their plans for the future than at any 
time since EFTA was formed. The 
third group, Comecon, is openly hostile 
to the idea of an enlargement of the 
Market, especially to the admission 
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of Britain, regarding the possibility 
of the UK and others entering the Mar¬ 
ket as an extension of “the economic 
arm of NATO” and anticipating in¬ 
creased difficulties in trading between 
east and west Europe. 

On the whole, also, Europe is not at 
all certain of Britain’s wholeness of 
intention in seeking Market member¬ 
ship. This is not so much a suspicion 
of insincerity as a suspicion that, even 
if Britain really knows its own mind, 
it is not being held back by conditions 
which it feels alien and unsuitable to 
itself and doubting whether the cost 
will be equalled by the benefits. Bri¬ 
tain's application for Market member¬ 
ship, the continent has noted, has 
scarcely been an issue in the UK elec¬ 
tions and rarely, and then only inci¬ 
dentally, mentioned by the leading 
speakers or raised by questioners. Bri¬ 
tain seems politically to have dosed in 
upon itself and. to have adopted an 
attitude of shrugging off world and 
continental problems. 

This impression, very strong in 
Europe, reinforces the general attitude 
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on the continent, in Market countries 
and elsewhere, that it remains very 
doubtful if the British really wish to 
come into the Market at all. Their with¬ 
drawal from east of Suez has certainly 
brought Britain rather more closely 
into line with the position of continental 
countries and the increasingly inde¬ 
pendent self-regard shown by Canada 
and Australia as well as the continued 
slow shrinking of the Commonwealth 
are regarded as significant but none of 
these circumstances persuades any one 
on the continent that the Briton has, 
at heart, really ceased to be an 
imperialist. 

Ominous Suspicion 

There is also, among the Market 
countries and in some others, an en¬ 
during suspicion that Britain seeks to 
join Europe in order to attempt to 
change the Market to its own advantage. 
Among the other EFTA countries there 
is an ominous suspicion that a bargain 
will be struck in Brussels that will leave 
Britain’s EFTA partners — who still 
resent several outstanding British de¬ 
partures from EFTA rules to their dis¬ 
advantage — to make the best of a very 
difficult situation on their own. 

It has also not escaped attention that, 
while Britain prepares with some ob¬ 
vious unwillingness, to go metric in its 
weights, measures and currency next 
year, a recent opinion poll reported that, 
whereas out of every 100 inhabitants, 
57 West Germans, 51 Italians and 49 
Frenchmen said they would be willing 
to accept a European government above 
their countries’ governments as res¬ 
ponsible for common foreign, defence 
and economic policies, only 22 out of 
100 Britons were agreeable. Sixty out 
of 100 of them expressed strong dis¬ 
approval of the idea and 18 were uncer¬ 
tain. Europe is aware that the prospect 
of signing the Treaty of Rome (the Mar¬ 
ket’s founding document) fills the avera- 
age Briton with apprehension and some 
aversion — the more protestant of them 
think it has something to do with the 
Pope — and that the current mood in 
the UK is increasingly “little England- 
ism.” 

This is an unpromising background as 
the British gradually approach the 
first of the new consultations in Brus¬ 
sels. The last technical details still 
standing in the way of implementing the 
decision reached among the six Com¬ 
mon Market leaders at The Hague in 
December to recommence talks with 
Britain were cleared in April. The first 
of the new discussions will begin within 
a few weeks. 

The heart of the negotiations will be 
the Market’s common agricultural po¬ 
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licy over which Britain, with its often 
more advanced farming and its price 
support system for farm produce, has 
genuine difficulties in adjusting to conti¬ 
nental and Common Market conditions. 
A further point at issue is whether Bri¬ 
tain and the other candidates will be 
able to take any part in the Common 
Market’s political consultations while 
still no more than applicants. The 
French, who resumed attendance at 
the western European Union ministe¬ 
rial meetings this month after boy¬ 
cotting them for over a year, are in¬ 
sisting that this fringe body and not 
the Common Market Ministers’ Council 
is the place for applicants. The French 
objection appears likely to prevail. 

As the new applicants’ negotiations 
draw nearer, also, organisations within 
the Common Market are seeking to 
stiffen the terms in their areas of inte¬ 
rest. European industrial thinking has 
b^en indicated in a document prepared 
by the influential Federation of Belgian 
Industries which advocates a firm line 
over terms and concessions that Britain 
should be required to agree to: that 
Britain and the others should make de¬ 
finite undertakings on commercial & in¬ 
dustrial policy, medium-term economic 
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and monetary policy, on transport, rese¬ 
arch, technology and power production. 

Several continental industries will 
expect some important concessions from 
the British iron and steel industry, from 
its power industries* and France may 
demand protection against British car 
imports on behalf of Citroen-Berliet. 
The British lead as manufacturers of 
commercial vehicles outside Europe — 
within the Market area they have to pay 
a 22 per cent tariff—and their freer entry 
would be a threat to Daimler Benz and 
Fiat and a menace to smaller firms. 
When standardization is achieved over 
technical details and safety controls 
the competition posed to continental car 
and commercial vehicle manufacturers 
by Lcyland (who have a large assembly 
plant in Belgium already) and by Bed¬ 
ford trucks will be significant. 

Enough is already clear to make 
British expectations that discussion can 
be finished in two years appear optimis¬ 
tic. A transitional period, once Bri¬ 
tain signs the Treaty of Rome, might 
last as long as seven years but the pre¬ 
sent market, lead by France, would seek 
to curtail it so that the full range of Mar¬ 
ket restrictions could operate to control 
the new members. 


Taiwan’s Success Story 

K K G NAMB1AR 


“1 have not fulfilled my duty of saving 
the nation and the people. I cannot 
face God and our compatriots in good 
conscience until I do that.’’ This is 
being repeated, with tears trickling 
down from his eyes, by Gen. Chiang 
Kai-shek, the 82-year-old President of 
the Republic of China in exile in 
Formosa. But he heads today one of 
Asia’s economically most prosperous 
and politically stable countries. For 
all its isolation from mainland China, 
Taiwan which has a population of 14 
million, is “rich, very rich, increasingly 
rich, year after year.’’ 

Historically, Taiwan was a quiet 
backwater, populated largely by rice¬ 
producting peasantry who originally 
came from the mainland provinces of 
Fukein and Kwangtung. The Portu¬ 
guese who discovered the island and 
named it Formosa, or “beautiful” in 
1590 or the Dutch who settled later 
were unsuccessful in establishing them¬ 
selves there. In 1683 Manchus occu¬ 
pied the island and incorporated it in 
one of the mainland provinces. Thus, 
Taiwan became a part of the Chinese 
empire till it was ceded to the Japanese 
in 1895. 

After World War It, the island was 
returned to China. But the transition 
was a bitter and painful experience. 
The local population revolted against 


the new regime headed by Chien Yi, 
a former warlord. Later, following the 
communist victories in 1949-50, the 
Nationalist government was transferred 
to Taiwan which was accompanied by 
s»omc 2 million refugees and a large 
military force. There was also the fear 
that the native Taiwanese might not 
accept the Nationalist Chinese govern¬ 
ment. Thus, Taiwan’s entry into the 
postwar era was not a promising one. 
It was marked by poverty, a refugee pro¬ 
blem, financial crisis and rapid infla¬ 
tion. In fact, it was greeted by both po¬ 
litical chaos and economic disruption. 

But within less than two decades, 
Taiwan has emerged as a nation with a 
standard of living which is one of the 
highest in Asia, though it is below the 
Japanese standards. During the last one 
decade, Taiwan’s economy has moved at 
qn annual growth rate of between seven 
and 10 per cent. Industry has recorded 
a growth rate of 15-18. per cent each 
and keeps Taiwan’s boom economy 
booming. The real per capita income 
increased from US $101.5 in 1952 to 
US $209 in 1967 (at 1964 prices). At 
constant price level, the per capita in¬ 
come in 1968 was US $237 which is more 
than four times that of India. 

The republic has almost wiped out 
illiteracy. The compulsory education 
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span has been extended from six to nine 
years. Public health has been improved 
to the point where most tropical and 
communicable diseases have largely been 
eliminated. Transport and communi¬ 
cation facilities ^rc being steadily im¬ 
proved. The number of harbours, air 
fields and highways have increased seve¬ 
ral folds. Consequently, tourism has 
become an important source of invisible 
earnings for Taiwan. Tourism added 
US $30 million of foreign exchange 
earnings in the first half of 1969 over 
the first half of 1968. Taiwan’s fifth 
five-year plan now in its first year of 
operation calls for considerable invest¬ 
ment in infrastructure of all kinds: 
harbours, roads, railways, ports, 
schools, urban development etc. 

In the first half of 1969, Taiwan’s 
official index for industrial production 
was up by 20 per cent as compared to 
the corresponding period of 1968. 
Similarly, exports, the major catalyst 
in the economy, were 25 per cent above 
the already high level in the first six 
months of 1968. Industry and agricul¬ 
ture have moved at a pace surpassing 
considerably the targets set in the 
economic development plans. The 
steady increase in the share of industry 
in the net domestic product and the 
decline in the share of agriculture re¬ 
flects the structural changes taking 
place in the economy. 

Technological Changes 

The composition of Taiwan’s present 
exports is a proof of the serious 
versification and technological changes 
being achieved by the republic’s econo¬ 
my. The share of industrial produc¬ 
tion in the exports constituted 76 per 
cent in 1968 while that of agricultural 
products and processed agricultural 
products represented 8 and 16 per cent 
respectively. The export of iron and 
steel products, petroleum products and 
plywood products continued to move 
ahead. Taiwan is also one of the im¬ 
portant suppliers of electronic equip¬ 
ment to the United States. Among the 
exported items, electronic parts, ma¬ 
chinery and equipment and man-made 
fibre constitute the bulk. 

More and more sophisticated indust¬ 
ries such as petroleum, chemical ferti¬ 
lisers, aluminium and also electronics 
are rapidly advancing. The production 
of industrial goods such as rods, bars, 
pig iron, cast iron, aluminium ingots, 
steel cables, etc., is in full swing. 
Electrical machinery and appliances 
doubled their production in 1968 com¬ 
pared to the previous year. The out¬ 
put of cement is much more than do¬ 
mestic requirement*and the republic 
earns substantial foreign exchange 
through cement exports. Taiwan’s 
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coal production too is large. 

In the Asian area, Taiwan is the se¬ 
cond largest fertiliser producing coun¬ 
try, next only to Japan. The Taiwan Fer¬ 
tiliser Company, a government operated 
firm accounts for over 70 per cent of the 
nitrogenous fertiliser supply and ope¬ 
rates five of the six plants in the country. 
In the field of consumer goods industries, 
the republic manufactures such items 
as television sets, refrigerators, sewing 
machines, electric fans, transistor radios, 
automobiles, motor cycles and wrist 
watches. Taiwan is also one of the 
major producers of cotton textiles which 
continue to head the list as the major 
foreign exchange earner. The island’s 
export of textiles in 1968 at $191 million 
was almost double that of India in the 
same year. 

Key to Progress 

How was Taiwan able to progress so 
impressively when the record of most 
of the underdeveloped countries conti¬ 
nues to be rather dismal? Some 
groundwork was of course done by 
Japan during its colonial rule in Taiwan 
by establishing certain infrastreture 
nerves like power, communication, as 
also a water control system — the last 
measure greatly helped to develop 
agriculture. However, beyond this 
Japan had done nothing. 

Successive four-year development 
plans launched since 1952 — after the 
outbreak of the Korean war — began 
to slowly change the face of Taiwan. 
The success of the three plans were 
virtually underwritten by the USA 
whose aid (grants, loans, and technical 
support) to the island totalled about 
$2 billion (US aid to Taiwan is still 
said to be in operation at the rate of $50 
million per annum). The massive US aid 
helped Taiwan to import capital goods 
and raw materials needed for its in¬ 
dustrial development programme which 
otherwise it could not have afforded. 
The aid also helped the Government to 
rehabilitate and improve the basic 
public services of transportation, com¬ 
munication, power and water. 

The policy adopted by the govern¬ 
ment to rely largely on the initiative of 
the private sector also helped Taiwan 
to attain its present level of prosperity. 
Control over the direction of investment 
by the government in # industrics has 
never been so tight and rigid. Foreign 
firms with finance, management and 
technical experience were encouraged 
to locate industries in Taiwan. The 
total foreign investment approved total¬ 
led US $104 million in 1968. Of the 
total amount, 38 per cent came from 
overseas Chinese in 213 projects while 
the remaining were made by foreign 


July 17, 1970 

nationals in 125 projects — mostly the 
USA and Japan. 

The freedom and reliance placed on 
individual initiative and enterprise re¬ 
sulted in several businessmen and 
technicians from areas like Shanghai 
and Canton establishing themselves in 
Taiwan to take advantage of the oppor¬ 
tunities offered by US aid. This was 
responsible for the large growth both 
in agriculture and light industry which 
are the economic basis on which the 
country is now developing. No less 
important was the hard work, intelli¬ 
gence and skill of the Chinese. 

The policy of the government has been 
“developing industry through agricul¬ 
ture and expanding agriculture through 
industry.” This led to quick develop¬ 
ment in both the sectors simultaneous¬ 
ly. During the last 15 years, the 
annual growth rate of agriculture avera- 
aged 6.1 per cent. Land reform, tech¬ 
nological improvements and marketing 
changes have been the main instruments 
employed by the government to in¬ 
crease agricultural output. 

Land Reform 

Landlordism in Taiwan not only 
caused social friction but also acted as 
a barrier to the growth of agriculture 
by impeding the farmers' initiative and 
denying them incentives to take up 
farming intensively. Rent reduction 
and sale of public land to the tenant- 
farmers are the important features of 
land reform. Landlords were not 
allowed to possess more than seven 
acres of land. The excess was purchased 
by the government and sold to the tiller 
on easy instalments. Taiwan’s “land 
to the tillers” programme has made 
over 90 per cent of Taiwan’s farmers 
independent landowners. 

Recently, the republic successfully 
completed one of its most ambitious 
programmes, “Kaohsiung Export 
Processing Zone” (KELP). Under this 
programme, about 170 desolate acres 
of unused sandy beach has been magi¬ 
cally transformed into a thriving in¬ 
dustrial area. This has added con¬ 
siderably to the island’s foreign ex¬ 
change earnings, productivity indices, 
employment and finally to the gross 
'national product. 

The major dream of Gen. Chiang- 
Kai-shek remains unfulfilled, however, 
his success — economic and political 
— has not enabled him so far to achieve 
a return in triumph to a mainland over¬ 
run by the communists over two de¬ 
cades ago. With his well-trained and 
well-equipped 600,000 army, he is ready 
for an invasion of the mainland, but 
Washington that foots the bill for his 
army will not permit such an adven¬ 
ture. 
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Come... 
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# Your savings with U8I earn interest 

on Savings account @ 3&p,c) par annum, 
onTerm deposits @ upto 6i p.c. per annum, 

# Your savings with U8I enable you to 

spend your money exactly when you 
need it 

# Your savings with U8I finance the 

nation's economic development 
through its loans to 
business, industry, agriculture, 
Government and for exports. 



UBI 

United Bank of India 

Head Office. 4, Narendrachandra Datta Sarani. 

(Formerly Clive Ghat Street) 
ua,.a/w Calcutta-!. 



OUR BRANCHES IN DELHI 

1) 12/4, Asaf AU Road; 2) 48-49, Chandni Chowk: 

3) 90/8, Connaught Circus; 4) Hotel Oberoi Intercontinental, 

Wellesley Road. 
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GWALIOR SUITING 


GWALIOR SUITING-MEN ARE MEN WHO HAVE AN EYE OF ORIGINALITY 


AVAILABLE IN DELHI AT: 

Mills' Retail Depot, A-25, Connaught Place; Sylco, 11-E, Connaught Place; BhagirathmaJ A 
Sons. Opp. Bank of India, Chandni Chowk; Rajkamal Emporium, 113-E, Kama Nagar and other 
leading stores. ' 

DISTRIBUTORS! Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Harnarain, Chandni Chowk; Pindidass Shani A Sons. Katra Ashrafi; S. R. Traders, Katra Moti; 
Kalnsingh & Sons. Kaira Subhash; Lucky Silk Store, Katnr Radii;. Anand Prakash A Sons, 
Nal Sarak: Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnarain, Katra Marwari, 
Sumer Chand Jain, Katra Shahanshah); Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya. Chandni Chowk. Delhi. 

AGENTS ; Gangabishan Bhasin, Kristian Gali.Katra Neel; S. K. Traders, Katra Neel, 
Chandni Chowk. Delhi.. 
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Trade 


import suBsrmmoN 

A study made by the Directorate 
General of Technical Developement of 
the progress of import substitution dur¬ 
ing the years 1968 and 1969 shows that 
though there was a large reduction in 
foreign exchange allocations, industrial 
production registered a substantial rise 
and several new items were produced 
and new ranges of production under¬ 
taken. The study is in continuation of 
the review on “Import Substitution and 
its Impacts” published last year by 
DGTD covering the years from 1960 
to 1967 and was undertaken at the ins¬ 
tance of the High Level Committee on 
Import Substitution. The Committee at 
its second meeting held in October last 
year had said that the year 1968-69 
should be taken as the base year for 
future evaluations of achievement in 
the field of import substitution. The 
earlier assessment for the period from 
1960 to 1967 had said that while alloca¬ 
tions of foreign exchange had been re¬ 
duced by 40 per cent, the value of pro¬ 
duction during the period had increas¬ 
ed by 21 times and the savings in foreign 
exchange expenditure had amounted to 
Rs 400 crores. The present study shows 
that the index of industrial production 
for industries looked after by DGTD 
which had risen from 110.4 in 1961 to 
192.0 in 1967 (base year 1960=100) 
rose to 203.7 in 1968 and 215.0 in 
1969, that is by 5.5 per cent. The study 
for the period 1960 to 1967 covered 79 
industries. Another 33 industries were 
added on to the study conducted in 
respect of the years 1968 and 1969. 

Taking the first list of 79 industries 
alone, the value of production increas¬ 
ed from Rs 1,684 crores in 1967 to 
Rs 1,860 crores in 1968 and Rs 2,093 
crores in 1969, that is an increase of 
12.5 per cent in 1969. The foreign ex¬ 
change allotments totalled 19 per cent 
of the value of production in 1967,9.6 
per cent in 1968 and about 10 per cent 
in 1969. Taking the second group of 33 
industries alone, production in 1969 
was higher by 16.8 per cent over the 
previous year while foreign exchange 
allocation fell by 26.5 per cent. 

Taking all the 112 industries together, 
the overall production in 1969 was 13.3 
per cent higher than in 1968 while, 
in terms of value of production, the 
allocation of foreign exchange fell by 
over 4 per cent. The value of production 
rose from Rs 2,301 crores in 1968 to 
Rs 2,608 crores in 1969. At full value of 
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Winds 


production increase, the savings in 
foreign exchange due to increased pro¬ 
duction are estimated at Rs 307 crores. 

MICA EXPORTS 

Some uncertainties had been caused 
in the minds of the Indian exporters 
and importers abroad of mica as a 
result of the setting up of the Mica 
Advisory Committee. It has been offi¬ 
cially announced that the terms of 
reference of this committee are: (i) to 
prepare a development programme for 
mica industry and to recommend steps 
necessary for promoting exports of 
mica and mica products; (//) to prepare 
programme of market surveys and pro¬ 
duct^ development; and (///) to recom¬ 
mend steps which should be taken to 
improve mining of mica. The com¬ 
mittee is concerned with the structure of 
prices indirectly. In any case, there is 
no intention to modify the floor prices 
regime. 

TRADE FAIR AT DAR-ES-SALAAM 

Indian participation in National 
Agriculture and Trade Fair, which con¬ 
cluded in Dar-es-Salaam on July 7, 
has aroused considerable interest 
among local traders in a variety of Indian 
products which were on display at the 
Indian Pavilion. It has won a trophy 
for being the third best display. Accor¬ 
ding to Director of Pavilion, Mr P. K. 
Ramachandran, trade enquiries, parti¬ 
cularly in respect of textiles, brassware 
and machinery, have been received to 
the tune of over a crore of rupees. 
There was also a brisk retail sale of 
khadi goods. 

ADVISORY COUNCIL ON TRADE 

The union government has recons¬ 
tituted the Advisory Council on Trade 
for a further period of two years from 
January 1, 1970. The tenure of the last 
council had expired on December 31, 
1969. The council will review the per¬ 
formance of the country’s economy in 
its commercial aspects, and consider 
problems relating to the expansion of 
exports and regulation of imports, ope¬ 
ration of import and export trade con¬ 
trols, working of commercial services, 
with particular reference to export 
marketing and export assistance and 
organisation and expansion of the ex¬ 
port sector of the economy. The Minis¬ 
ter of Foreign Trade is the chairman of 
the reconstituted council, which com¬ 
prises of 119 members, The Deputy 
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Minister of Foreign Trade is the Deputy 
Chairman and the Chief Controller of 
Imports and Exports is the Member- 
Secretary of the council. The members 
of the council are drawn from mem¬ 
bers of Parliament, commercial and 
industrial organisations, public sector 
trading corporations, export-import 
advisory committees, commodity 
boards, export promotion councils, 
research and developmental organisa¬ 
tions, Reserve Bank of India, Export 
Credit and Guarantee Corporation and 
various government departments. 

FAIR IN KAULA LUMPUR 

The Indian Trade and Industrial Ex¬ 
hibition was declared open by Tun 
Haji Abdul Razak Bi Hussain, acting 
Prime Minister of Malaysia, at Kaula 
Lumpur on July 7, 1970. The inaugura¬ 
tion was attended by ministers of Malay¬ 
sian government, diplomats and other 
high dignitaries and businessmen. Wel¬ 
coming the acting Prime Minister of 
Malaysia, Mr K. C. Nair, Indian High 
Commissioner, said the several new 
Indian items, particularly engineering 
goods, were finding their way into 
Malaysian market. He added that the 
number of Indian businessmen visiting 
Malaysia was progressively increasing 
and hoped that the present exhibition 
would stimulate further the growth of 
such contacts and widefi the scope of 
joint industrial ventures. Mr Hussain, 
acting Prime Minister, in his reply 
hoped that the exhibition would streng¬ 
then and promote further trade and 
economic links between the two coun¬ 
tries. He expressed the view that Indian 
entrepreneurs would avail themselves 
of the favourable investment climate in 
Malaysia and discuss the possibility of 
joint venture projects with their Malay¬ 
sian counterparts. 

TRADE WITH FRANCE 

French and Indian delegations dur¬ 
ing talks held recently in Paris “consi¬ 
dered ways of increasing their co¬ 
operation particularly in the economic, 
trade, cultural, scientific and technical 
fields,” a joint communique stated. The 
talks came within the framework of 
regular Franco-Indian consultations. 
The joint communique, stated that the 
next round of consultations would be 
held in New Delhi. 

NYLON YARN 

The union government has decided 
to issue industrial licences for plants to 
make nylon textile filament yarn having 
a capacity of 12 tonnes a day in one 
phase or six tonnes a day in two phases. 
Applications have been invited from 
entrepreneurs including cooperatives of 
users and state industrial development 
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coiporations who my want to esta¬ 
blish plants for the manufacture of ny¬ 
lon textile filament yarn. Applications 
will have to reach the Ministry of Indus¬ 
trial Development by August 6. 

SUGAR BEET CULTIVATION 

Cultivation and processing of sugar 
beet is to be encouraged extensively dur¬ 
ing the fourth five-year Plan. In pur¬ 
suance of the decision of the union 
government to this effect, the union 
Department of Agriculture have initiat¬ 
ed several measures for the development 
of sugar beet, to start with, in suitable 
locations in the states of Punjab, 
Haryana, Rajasthan and Uttar 
Pradesh. For this purpose a centrally 
sponsored scheme at a total cost of Rs 
4.35 lakhs has also been sanctioned. 
The scheme envisages the establishment 
of four centres, one in each of these 
states for providing the needed techni¬ 
cal know-how for successful cultivation 
of this new crop. Further, research and 
investigation on various aspects of sugar 
beet cultivation will also be undertaken 
by the scientists of the Indian Council 
of Agricultural Research under the all- 
India co-ordinated project for sugar 
beet improvement. 

UNEMPLOYMENT STUDY 

The union cabinet last week decided 
to set up an experts committee to evolve 
measures to tackle the unemployment 
problems. The composition of the com¬ 
mittee will be determined by the Minis¬ 
ter for Finance, Mr Y. B. Chavan, and 
the Minister for Labour and Employ¬ 
ment, Mr D. Sanjivaya. It is expected 
that prominent economists and repre¬ 
sentatives of state governments will be 
placed on it along with members of 
Parliament. The committee will go into 
all aspects of unemployment, both in 
the urban and the rural areas. It is 
expected to submit its report within six 
months. 

INDO.-U.A.R. TRADE 

Under an agreement approved last 
week, the trade turnover between India 
and the United Arab Republic during 
the current financial year is to be rais¬ 
ed to Rs 41 crores each way. This will 
be much larger than the trade exchanges 
between the two countries in 1969-70. 
During the 11 months to February last, 
Indian exports to the UAR totalled Rs 
33 crores. The UAR exported to us 
during this period goods worth Rs 22 
crores. Both the countries have agreed 
to increase the off-take of the commo¬ 
dities they are buying from each other. 
The principal imports by us from the 
UAR are cotton, rock phosphate and 
rice. We export to the UAR mainly 
industrial products, iron and steel, 
tea, jute, spices and tobacco. During 
the current financial year, some indus- 
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trial poducts are to be imported by us 
from the UAR. 

The shipping problems between the 
two countries also figured at the Iasi 
week’s talks. It was agreed that the 
UAR would send a team of experts to 
sort out the issues. 

OIL EXPLORATION 

The search for oil in West Bengal, 
which was suspended early last year 
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due to technical difficulties arising out 
of high pressure of gas, is expected to 
be resumed this winter. Four sophis¬ 
ticated digital seismic units are being 
imported by the Oil and Natural Gas 
Commission at a cost of more than Rs 
40 lakhs in free foreign exchange to 
undertake the exploration work afresh. 
The necessity to import these sophis¬ 
ticated units has arisen because the 
oil structures in West Bengal are be- 
lived to exist at very great depths. The 
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conventional seismic equipment has 
failed to detect them. 

DRUG PRICES 

The union government has announc¬ 
ed the pooled prices of some of the 
imported essential and non-essential 
bulk drugs. The pooled prices will be 
weighted average prices of indigenous 
production and imported quantities. 
These prices will be effective for one 
year. The step has been taken with a 
view to pass on to the consumer a 
part of the benefit of the lower prices 
of the imported material. The prices 
arc : 


Name of the drug Pooled 

price 

Rs per kg 

Streptomycin 295 

Tetracycline 650 

Phenacetin 43 

PheHobarbitonc 170 

Sulphadimidine 77 

Ana gin 137 

Amiiopyrinc 105 

Vitamin B-l 382 

Vitamin B-2 682 

Folic Add 1312 

Chloramphenicol 330 


The State Trading Corporation, thr¬ 
ough whom the imports of the above 
drugs have been canalised, will pass on 
the imported material (except Chloram¬ 
phenicol) to the Indian Drugs and 
Pharmaceuticals Ltd who along with 
their own material will sell these at the 
pooled prices. 

In the case of Chloramphenicol, the 
distribution will be done by the State 
Trading Corporation. The manufac¬ 
turers of the above drugs in the private 
sector are required to sell their pro¬ 
duction to the actual users at these 
pooled prices. In case of Tetracycline 
and Chloramphenicol the government 
will intimate these manufacturers the 
quantity they are required to supply 
to other pharmaceutical manufacturers. 
The indigenous producers will be reim¬ 
bursed by 1DPL or STC, as the case 
may be, the difference between the 
pooled price on one hand and the 
controlled price, in the case of essentia] 
drugs, and the price prevailing before 
the Price Control Order in case of other 
drugs on the other. A committee is 
proposed to be set up to scrutinise the 
new reduced prices of drugs. Dr Tri- 
guna Sen, Minister for Petroleum and 
Chemicals and Mines and Minerals, 
stated that the government may consider 
opening of retail shops at district level 
to sell drugs at fair prices if situation 
warrants. Meanwhile the states have 
bttn requested to strengthen the de¬ 


partments of drug'controlfcrs with more 
and qualified inspectors. 

SPECIAL DRAWING RIGHTS 

The International Monetary Fund 
;has recognized the improvement in 
balance of payments and reserves of 
this country. It has included this coun¬ 
try among the 25 which will be asked 
during the current quarter, beginning 
July, 1970, to accept Special Drawing 
Rights and provide convertible cur¬ 
rency. From other participants of the 
SDRs scheme, India will be expected to 
accept up to $14 million and provide 
convertible currency in return. Under 
the SDR scheme, India was allotted 
on January 1, 1970, $ 126 million out 
of the total of S 3.4 billion. SDRs are 
treated as an unconditional reserve 
asset and can be used like any other 
reserves. When one member uses SDR, 
it acquires for the purpose of external 
payments convertible currencies from 
certain other members who accept the 
SDRs and provide convertible cur¬ 
rencies in return. This country has so 
far used SDRs of a total value of 
$41.75 million. 

Every quarter, IMF selects coun¬ 
tries on the basis of their balance of 
payments and reserves position for the 
purpose of providing convertible cur¬ 
rencies to users to SDR. In doing so, 
IMF aims at promoting over a period 
of time a balanced distribution of 
SDRs among the participants. 

SUGAR INDUSTRY 

Mr S. K. Somaiya, President, Indian 


Sugar Mills Association, expressed ser¬ 
ious concern that the banks were gene¬ 
rally reluctant to give the deferred pay¬ 
ment guarantees for plant and machi¬ 
nery purchased by sugar factories, parti¬ 
cularly for factories in the states of UP 
and Bihar, on fear of nationalisation 
of the industry in these states. So far 
as these states were concerned, banks 
are reported to have taken a policy deci¬ 
sion to refrain from giving such gau- 
rantees. Mr Somaiya expressed great dis¬ 
appointment at this policy of the nat¬ 
ionalised banks which would seriously 
affect the rehabilitation and moderni¬ 
sation of factories in the states of UP 
and Bihar. 

Stating that the Industrial Develop¬ 
ment Bank of India was encouraging 
the supply of plant and machinery on 
deferred payment terms and was allow¬ 
ing various facilities for the purpose, 
Mr Somaiya observed that if the banks 
refrained from giving guarantees which 
were required under the IDBI scheme, 
it would be difficult for the mills to avail 
of the facilities granted by IDBI and 
purchase plant and machinery for reha¬ 
bilitation and modernisation. 

NAMES IN THE NEWS 

Two new eustodians of banks were 
appointed on July 9, J970. Mr R. A. 
Gulmohamcd is to take over as Custo¬ 
dian, Dena Bank, in place of Mr Pra- 
vinchandra V. Gandhi, who retired. 
Mr P. F. Gutta has been appointed 
Custodian, Union Bank of India, in 
place of Mr F.K.F. Nariman, who 
retired. 


KIRON 
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MEET THE STRONG ONE! 

HOW DO YOU PROVE 

HOW STRONG A FIRESTONE TYRE CAN BE? 
YOU CRUNCH IT BETWEEN TWO ENGINES 
WEIGHING 130 TONNES APIECE-THEN RUN IT! 


What makes Firestone tyres so strong? 
Exclusive Triple-Strength Construction 1 
Frankly, we wnreni sure what would 
happen when we pitted a new Firestone 
against the overwhelming force of two diesel 
engines, travelling at normal switchyard 
speeds towards each other. 






The tyre was mounted on a new rim; 
it had no other protection of any kind. 

The two engines met with the sound of 
crunching metal, the tyre trapped between 
their awesome hulk. Immediate inspection 
showed the heavy steel wheel crunched 
into a shapeless heap of metal. 


[/■fevV? 


*0 
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The Firestone crew removed the tyre 
from the broken rim. An undertone of 
unbelieving approval was heard from the 
crowd of curious gathered as the tyre, freed 
from the rim, sprang back into perfect 
shape-—without a scratch, tear, gouge, rip, 
or apparent abrasion of any kind. 

Immediately the tyre was put on a new 
wheel, re-inflated and placed on a test car 
which drove away. 



TRIPLE-STRENGTH CONSTRUCTION 

What makes Firestone tyres so strong? 
Firestone’s exclusive Triple-Strength 
Construction! That’s our method of bonding 
the tread to the me, the way we reinforce 
the sidewalls and insulate every cord. 

When you're looking for the strong tyre— 
remember Triple-Strength Construction 
sad look at Firestone first. 


V 




Sold throughout India— 

See your Firestone Dealer today 
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THE GWALIOR RATON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

6ram : ‘WOODPULF, Calicut. Phono i 8071-74 

Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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Company 

METAL BOX 

Mr Bhaskar Mitter, Chairman, the 
Metal Box Company of India Ltd, stated 
at the annual general meeting held 
recently that the company increased 
its product sales by 6.2 per cent during 
the year 1969 to Rs 27.03 crores. This 
performance could have been improv¬ 
ed if the factories in Calcutta had not 
been closed, during which period a 
substantial fixed costs had to be incur¬ 
red. The company's profit therefore 
dropped to Rs 102 lakhs from 192 
lakhs a year before. The chairman 
indicated that the interim dividend 
had therefore, to be passed over. In 
view of the subsequent improvement 
in performance the directors decided 
to draw a sum of Rs 5 lakhs from 
the general reserve and recommended 
a dividend of six per cent. 

The chairman stated that demand 
for packaged consumer goods has 
steadily increased over the years and 
it was difficult to forecast the impact of 
excise levies introduced in the last fiscal 
budget on metal containers and on 
products which are packaged. He add¬ 
ed that the burden of these levies is 
bound to be substantial for the infant 
processed food industry. He pointed 
out that the ratio of package cost to 
retail selling price for the UK on a 
number of selling consumer items varies 
from 6 to 12 per cent as against 
14 to 25 per cent in this country. 
The burden of these levies is therefore 
likely to delay the growth of rural 
markets for package products. 

Mr Mitter pointed out that the 
shortage of raw materials has been 
quite serious during the year under 
review because tinplate supplies from 
Rourkela have been meagre and in spite 
of these shortages the ban on import 
for general purpose tinplate continued 
during the year. There still exists a wide 
gap between the supply and demand 
for tinplate, and if it persists it can have 
an adverse effect on a number of consu¬ 
mer industries. Talking about exports, 
Mr Mitter stated that the company 
recorded an increase of 24 per cent in 
terms of exports over the previous year 
in spite of considerable competition 
abroad. The company continued to 
search for new markets and it has been 
able to gain entry into countries such as 
Australia, Ireland and Ghana. It was 
given an outstanding performance award 
for crown corks by the Engineering 
Export Promotion Council. Apart from 




the exports worth Rs 70 lakhs, the value 
of goods exported in packs manufac¬ 
tured by the company were estimated at 
around Rs 20 crores. 

GWALIOR RAYON 

The Gwalior Rayon Silk Manufac¬ 
turing (Weaving) Co. Ltd has received 
the consent of the Controller of Capital 
Issues for the issue of bonus shares in 
the ratio of one share for every five 
shares held. The bonus issue will be 
made by capitalising a sum of Rs 1.10 
crores out of the company’s reserves. 
The bonus shares will rank pari passu 
with the existing shares for the dividend 
from the financial year 1970-71. After 
Ihe iponus issue the company's capital 
will increase to Rs 6.60 crores. 

UNIT TRUST 

The Unit Trust of India has announc¬ 
ed a marginally higher dividend of 72 
paisc per unit of Rs 10 (7.2 per cent) 
for the year ended June 30, 1970, 
against 7.1 per cent paid last year and 7 
per cent for the year before. The 
income of the trust during 1969-70 
has been higher at Rs 6.28 crores 
compared with Rs 4.83 crores in the 
previous year. The income allocated 
to the unit capital works out to Rs 
5.90 crores Out of this a sum of Rs 
5.61 crores has been earmarked for 
distribution to unit holders whose 
names were on the trust’s register on 
June 30, 1970. The despatch of income 
distribution warrants is expected to 
start by the end of September. Ac¬ 
cording to Mr R. S. Bhatt, chairman, 
the trust's income during 1969-70 does 
not include the usual income of divi¬ 
dends from banks. He has said that the 
trust's investment in shares of the 
nationalised banks amount to over 
Rs 3 crores. During the year, the trust 
received over 61,000 fresh applications 
against which units worth Rs 22.45 
crores were sold. This is the highest 
figure for any year so far. Of this, 606 
applications for Rs 49.54 lakhs were 
received from non-residents. The trust 
also received 9,455 applications for re¬ 
purchases involving Rs 2.04 crores com¬ 
posed with 8205 applications for Rs 1.67 
crores in the previous year. At the end of 
June, 1970 there were over 333,000 unit 
holders and their total holdings amount¬ 
ed to Rs 77.44 crores. The sale price 
of Rs 10.50 has been fixed during the 
current month of special over period. 
The trust has also introduced from 
July J, 1970, children’s gift plan which 


seeks to provide to parents and relatives 
of a minor child and others a facility 
to buy units in favour of a minor child, 
who is the sole beneficiary. The child 
can deal with the units only from the 
date he completes the age of 21. Mean¬ 
while the income of the units will be 
automatically reinvested. 

ZENITH STEEL 

The directors of Zenith Steel Pipes 
Ltd have proposed to maintain equity 
dividend of 10 per cent for the year 
ended April 30 ,1970, on a higher capi¬ 
tal as raised by the one-for-three bonus 
issue. Its gross profit has increased to Rs 
1.26 crores from Rs 82.13 lakhs. Its 
sales have moved up to Rs 8.66 crores 
from Rs 7 72 crores in 1968-69. The 
company manufactured 33,900 tonnes 
of pipes against 36,300 tonnes in the 
previous year, Itsexoorts of pipes were 
however, higher at 18,900 tonnes against 
15,562 tonnes. The value of pipes ex¬ 
ported amounted to Rs 2 04 crores. 
The company exported about 56 per 
cent of its production to about 38 
countries. The price realisation per 
tonne of pipes exported during the 
year was the highest among all the tube 
manufacturers in India. The company’s 
net profit amounts to Rs 43.63 lakhs 
against Rs 35.22 lakhs, after providing 
Rs 13.14 lakhs for depreciation, Rs 
0.72 lakhs for development rebate 
reserve, and Rs 68.55 lakhs for taxa¬ 
tion. A sum of Rs 45.50 lakhs has 
been transferred to the general reserve 
out of which the proposed dividend 
amounting to Rs 14 lakhs will be paid. 

ZUARI AGRO CHEMICALS 

The recent equity issue of 2,582,500 
shares of Rs 10 each to the public by 
Zuari Agro Chemicals Ltd has been 
over-subscribed by over eight times. 
According to the basis of allotment 
finalised by the board of the directors 
of the company lots will be drawn for 
shares ranging from 50 to 150. Twenty- 
five shares each are to be allotted to 
two out of seven applicants for 50 
shares each and 25 shares to four out of 
seven applicants for 100 shares each; 25 
shares each arc to be allotted to three 
out of four applicants for 150 shares 
each. A fixed allotment is made to those 
who have applied for 200 shares and 
more 25 shares are to be given to app¬ 
licants for 200 shares and 50 shares to 
those who have applied for shares 
ranging from 250 to 750. The number 
of shares to be allotted,, with the 
number of shares applied for is as 
follows : 75 (550 to 750). 100 (800 to 
1,000), 150 (1,050 to 1,500), 200 (1,550 
to 2,000), 250 (2,050 to 2,500), 300 (2,550 
to 3,000), 350 (3,050 to 3,500), 400 (3,550 
to 4,000), 450 (4,050 to 4,500), 500 (4,500) 
to 5,000), 550(5,050 to 5,500), 600 (6,550 
to 6,000), 650 (6,050 to 6,500), 700 
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(6,500 to 7,000), 750 (7,0S0 to 7,500), 800 
(7,550 to 8,000), <>00 (8,050 to 9,000), 
1,000 (9,050 to 10,000), 1,050 (10,050 
to 10,500), 1,100 (11,000) 1,200(12,000), 
1,400 (14,000), 1,500 (15,000), 1,600 

(16,000), 1,800 (18,000), 2,000 (20,000)* 
2,000 (20,500), 2,100 (21,000), 2,200 

(22,000), 2,500 (25,000), 3,000 (30,000), 
5,000 (50,000), 6,100 (61,000), 8,000 

(80,000), 24,500 ( 350,000) and 32,750 
(500,000). Full allotment has been 

made in respect of the preference issue 
412,375 shares of Rs 100 each. 


SYLVANIA AND LAXMAN 

Sylvania and Laxman Ltd will enter 
the capital market on July 24,1970, with 
an offer of 20,000 (9,5 per cent) re¬ 
deemable cumulative preference shares 
of Rs 100 each. The issue will close on 
August 4, 1970, or earlier at the dis¬ 
cretion of directors but not before July 
27, 1970. The company has an autho¬ 
rised capital of Rs 2 crores and 
issued, subscribed and paid-up capital 
of Rs 1 crore. The entire issue has 
been underwritten. The company which 
manufactures fluorescent lamps, general 
lighting and service lampvS and glass 
shells is finding difficulty in getting 
sufficient allocation of foreign exchange 
for its full requirements of imported 
raw materials and components. It, 
therefore, proposes to manufacture vital 
components such as fluorescent powder, 
coils and lead-in-wires. The object of 
the present issue is to meet a part of the 
cost of this new project. The installation 
of the new project will be in its factory 
at Najafgarh Road, New Delhi. 

VIJAYA BANK 

The Vijaya Bank Lid opened a branch 
in New Delhi, on Friday, July 10. The 
bank was established in 1931 at Manga¬ 
lore and at present its branches are 
functioning in the states of Andhra 
Pradesh, Tamil Nadu, Kerala, Mysore 
and Maharashtra. Bank deposits as 
on December 31, 1969, were at Rs 
18.70 crores and the directors recom¬ 
mended a dividend of 8 per cent for the 
year. The present Chairman of the bank, 
Mr M. Sunder Ram Shetty, was asso¬ 
ciated with the bank as a director since 
1946, honorary chairman since 1962 
and continues as whole-time chairman 
since 1969. It is during his stewardship 
of the bank that the expansion has been 
rapid. The deposits which were Rs 
1.44 crores in 1961 reached over 20 
crores in 1970. The branches which 
were 21 in 1961 increased to 115. In the 
year 1969, the bank shifted its admi¬ 
nistrative office to Bangalore, the capi¬ 
tal of the Mysore State. However, its 
registered office continues to be in 
Mangalore. Out of the 115 branches, 85 
are situated in rural and semi-urban 


areas while only 30 branches are situat¬ 
ed in urban areas. 

GUEST, KEEN, WILLIAMS 

Mr K. C. Maitra, Chairman, Guest, 
Keen, Williams Ltd, has stated that the 
year 1969 recorded sustained growth in 
the demand for company’s products, 
but it could not take full benefit of the 
escalating demand as the company’s 
installed capacity remained mostly 
unutilised owing to an acute shortage 
of steel. The company was also faced 
with serious labour troubles at its 
works. All efforts to restore normal 
working having failed, the mangement 
was compelled to declare a lock-out 
from December 14, 1969. The lock¬ 
out was, however, lifted on March 3, 
1970, after the workmen finally agreed 
to accept July 1, 1969, as the date of 
implementation of the state level settle¬ 
ment, followed by a tripartite agree¬ 
ment. Sales were higher at Rs 32*03 
crores compared to Rs 29.51 crores for 
the previous year. The pre-tax profit for 
the year, however, rose from Rs 8.39 
lakhs to Rs 1.61 crores. 

SYNTHETICS AND CHEMICALS 

The Company Law Board has issued 
a ruling abrogating the sole selling 
agency agreement of Kilachand Dev¬ 
chand with Synthetics and Chemicals 
Ltd as of October 1, 1968, the date 
when the appointment was claimed to 
have been renewed, according to a 
press release issued on behalf of Fires¬ 
tone Tyre and Rubber Company, a 
major shareholder of Synthetics and 
Chemicals. Subject to orders of the 
Bombay High Court in suits No. 522 
and No. 681 of 1969, which have been 
filed by the Firestone Tyre & Rubber 
Co. and which are still pending, the 
order permits payment by Synthetics 
and Chemicals to Kilachand Devchand 
& Co. for expenses claimed by 
Kilachand & Devchand only for the 
period October 1, 1968, to March 30, 
1970, the press release added. 

TATA IRON 

The Tata Iron and Steel Co Lid is 
now engaged in the implementation of a 
diversification and modernisation pro¬ 
gramme involving a capital outlay rang¬ 
ing from Rs 100 crores to Rs 120 crores. 
The programme covers, among other 
things, replacement of old machinery 
by new plants, setting up of additional 
manufacturing facilities in nearby Adi- 
tyapur and expansion of production of 
washed coal. The company also intends 
to go in for additional production of 
plates. When this programme is com¬ 
pleted there will only be a marginal in¬ 
crease in the rated capacity in terms of 
steel ingots from two million tonnes to 
2.2 million tonnes a year. Outlining the 
salient features of the company’s mod¬ 


ernisation and renovation programme f 
the managing director of the company, 
Mr S. K. Nanavati, stated recently 
that the company would try its best to 
keep down the foreign exchange compo¬ 
nent of the scheme. The company 
proposes to approach the World Bank 
for a loan of about Rs 20 crores to 
meet the foreign exchange require¬ 
ments. The company will be able to find 
a sum of Rs 40 crores from its own 
internal resources. It is planning to 
raise debentures to the tune of Rs 20 
crores shortly. It will be seeking assis¬ 
tance from such financial institutions as 
IDBI, ICICI and 1FC for meeting the 
balance of the financial requirements. 

TATA ENGINEERING 

Tata Engineering & Locomotive Co 
Ltd which was established 25 years 
ago with the object of manufacturing 
steam locomotives and other engineer¬ 
ing goods has now stopped the pro¬ 
duction of locomotives. In terms of its 
agreement with the Railway Board the 
last locomotive was delivered to the 
railways a fortnight ago and the com¬ 
pany is no longer in this manufactur¬ 
ing field. The manufacturing facil¬ 
ities in this division will be utilised 
for producing general engineering pro¬ 
ducts including shutters. Workers con¬ 
nected with the manufacture of steam 
locomotives are being retained and re¬ 
deployed in other divisions, with the 
shifting of emphasis to other aspects of 
engineering department. 

NATIONAL RAYON 

Four additional directors of the 
National Rayon Corporation Ltd, 
namely, Mr Rasiklal J. Chinai, Mr C. G. 
Mahant, Mr R. K. Framji and Mr 
Natwarlal Chinai, resigned their posi¬ 
tions in Bombay recently but the 
first three of them were co-opted as 
directors at the board meeting held in 
the afternoon on the same day. The 
resolution co-opting them was adopted 
by a majority, four in favour and one 
against. While poll results confirming 
the appointment of the above-mentioned 
four additional directors are awaited, 
the Kapadias feci that under Section 
260 of the Companies’ Act the four 
additional directors have ceased to be 
directors from the mid-night of June 
24-25, 1970, the day of the company’s 
annual meeting, when poll was takcu. 
The Kapadia group went to the high 
court challenging the continuation on 
the board of the four additional direct¬ 
ors after the day of the poll. Their 
resignations were in line with 
the ‘oral order’ of the court. But 
the co-option of the first three of 
them by the board on the same day 
might again be challenged by the Kapa¬ 
dia group which pointed out that the 
co-option was not unanimous, but was 
only by a majority. 
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RECORDS AND STATISTICS 

Wholesale Prices 


The wholesale prices as measured by 
the official index (with the year ended 
March, 1962-100) moved up slightly by 
0.1 per cent to 175.9 during the month 
of April, 1970 when compared to the 
previous month’s level of 175.7. At 
this level the index was higher by 6.5 
per cent when compared to April 
1969. During April 1970 the index for 
‘food articles’, ‘fuel’, power, light and 
lubricants & manufactures, advanced by 
0.1 per cent each to 199.4, 160.2 and 
149.0 respectively; whereas ‘chemicals’ 
rose by 0.2 percent to 193.0 and ‘ma¬ 
chinery and transport equipment’ by 

1.7 per cent to 142.6. However, the 
indices for ‘liquor and tobacco’ and 
‘industrial raw materials’ recorded a fall 
of 1.3 and 0.1 per cent to 187.0 and 
187.4 respectively. 

Food Articles 

Lower prices of wheat, jowar, bajra, 
maize and barley brought down the 
index for 'cereals’ by 1.2 per cent to 

202.7 in April 1970. Commodities 
which exhibited a rise during the month 
were rice and ragi. Owing to a fall in 
the prices of gram and other pulses, 
the index for ‘pulses’ sub-group also 
receded by 7.0 per cent to 234.9. Con¬ 
sequently the index for ‘foodgrains’ 
declined by 2.4 per cent to 208.5 when 
compared to the previous month but 
at this level it was higher by 8.5 per 
cent when compared to that of a year 
ago. The index for ‘fruits and vegetables’ 
rose by 8.9 per cent to 202.6 due to 
higher prices of all the items except 
onions which depicted a fall. Due to 
a rise in the prices of milk ghee and 
butter the index for ‘milk and milk 
products’ went up by 4.2 per cent to 
208.9 as compared to 200.4 for the 
previous month. The prices of ground¬ 
nut oil, gingelly oil and vanaspati, were 
marked up and as a result of this the 
index for 'edible oils’ moved up by 0.9 
per cent to 222.0. Owing to a fall in 
the prices pf eggs, fish and meat, the 
index for this sub-group fell by 2.0 per 
cent to 198.98. The sub-group index 
for ‘sugar & allied Products’ declined 
by 1.7 per cent to 152.8 as a result of 


a fall in the prices of gur and khandsari- 
The prices of sugar and confectionary, 
however, moved up. Among other 
‘food articles’ the prices of chillies, 
cummin, tea, betelnuts and salt increased 
while black pepper, turmeric and carda¬ 
moms receded; consequently the index 
for the sub-group advanced by 0.6 per 
cent to 195.1. 

Liquor & Tobacco 

Due to lower prices of tobacco raw 
the index for ‘liquor and tobacco' de¬ 
clined by 1.3 per cent to 187.0. 

Fuel, Power, Light and Lubricants 

The index for ‘Fuel, power, light and 
lubricants' worked out to 160.2 as 
against 160.0 for the preceding month. 
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The prices of lubricating oil and castor 
oil moved up. 

Industrial Raw Materials 

Higher prices of cotton raw, jute raw, 
mesta, hemp raw and wool raw raised 
the index for ‘fibres’ by 2.2 per cent to 
to 163.9. The index for the sub-group 
‘Oilseeds’ drifted lower by 1.0 per cent 
to 218. K due to a fall in the prices of all 
the oil seeds except groundnuts and 
copra which moved up. The sub-group 
index for ‘minerals’ stood at 141.0 as 
against 140.9 for the previous month. 
A fall in the prices of hides raw, skins 
raw and lac brought down the index for 
‘other industrial raw materials’ by 1.5 
per cent to 165.7. The prices of Tanning 
materials and rubber, however, moved 
up. 

Chemicals 

The index for the group rose by 0.2 
per cent to 193.0 as against 192.7 for 
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March 1970 due to higher prices of soda 
ash and copper sulphate/- 

Machinery and Transport Equipment 

The index for ‘machinery and trans¬ 
port equipment’ advanced by 1.7 per 
cent to 142.6 as against 140.2 for the 
earlier month due to a rise in the prices 
of electrical machinery as well as ma¬ 
chinery other than electric. 

Intermediate Products 

The prices of leather, brass, copper, 
tin and linseed oil declined while those 
of cotton yarn, rayon yarn, coir yarn, 
zinc and lead moved up; the index for 
‘intermediate products’ worked out to 
174.3 as against 174.4 for the previous 
month. 

Finished Products 

The sub-group index for ‘textiles’ 
advanced by 0.2 per cent to 140.2 ow¬ 
ing to a rise in the prices of cotton manu¬ 
facturers (+1.1 per cent to 138.2), silk 
and rayon manufactures ( + 1.7 per 
cent to 116.5 ) and woollen manufac¬ 
tures ( + 0.6 per cent to 180.7). The 
prices of jute manufactures, however, 
came down by (—2.6 per cent to 152.3). 
The index for coir mats and matting 
remained stationary at its previous 
month’s level of 165.8. The sub-group 
index for ‘metal products’ stood at 
158.0 as against 157.8 for the earlier 
month. Higher prices of cement and 
bricks and tiles pushed up the index 
for ‘non-metallic products’ sub-group 
by 1.1 per cent to 136.7. The ‘chemical 
products’ sub-group advanced by 0.5 
per cent to 141.3 owing to an increase 
in the prices of drugs and medicines, 
dyeing materials and insecticides. The 
prices of essential oil, however, moved 
down ‘paper products’ sub-group rose 
by 0.7 per cent to 121*.3. The indices 
of ‘oil cakes’ and ‘misc. products* sub¬ 
groups receded by 3.5 and 0.7 per cent 
to 203.5 and 119.7 respectively. The 
sub-group indices for ‘leather products 
and rubber products’ remained un¬ 
changed at their previous month’s level 
of 92.1 and 157.5 respectively. On the 
whole the index for ‘finished products’ 
moved up by 0.1 per cent to 
142.9 js against 142.7 for March 
1970. 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND 
SUB-GROUPS OF COMMODITIES 


(Base: 1961-62-100) 


Group and Sub-group 

Monthly Average 


Percentage increase 
(+) or decrease (—) 
in April, 1970 as 
compared to 

March April 
1970 1969 

April 

1970 

March 

1970 

April 

1969 

Food Articles 

199.4 

199.3 

126.6 

+0.1 

+« 9 

Food grains 

208.5 

213.7 

192.1 

—2.4 

+8.5 

Cereals 

202.7 

205.1 

189.5 

—1.2 

+7.0 

Pulses 

234.9 

252.6 

204.2 

—7.0 

+15.0 

Fruits and vegetables 

202.6 

186.1 

177.1 

+8.9 

+14.4 

Milk & milk products 

208.9 

200.4 

202.8 

+4.2 

+3.0 

Edible Oils 

222.0 

220.0 

184.9 

+0.9 

+20.1 

Fish, eggs and Meat 
Sugar and allied pro* 

198.8 

202.9 

183.5 

—2.0 

+5.5 

ducts 

152.8 

155.5 

185.2 

—1.7 

—17.5 

Others 

195.1 

194.0 

152.1 

+0.6 

+28.8 

Liquor and Tobacco 
• Fuel, Power, Light & 

187.0 

189.4 

211.3 

—1.3 

—11.5 

Lubricants 

160.2 

160.0 

152.9 

—0.1 

+4.8 

Industrial Raw Materials 

187.4 

187.6 

170.6 

—0.1 

+9.8 

Fibres 

163.9 

160.3 

161.3 

+2.2 

+ 1.6 

Oilseeds 

218.8 

221.0 

183.1 

—1.0 

+ 19.5 

Minerals 

141.0 

140.9 

135.8 

+0.1 

+3.8 

Others 

165.7 

168.3 

165.4 

—1.6 

+0.2 

Chemicals 

Machinery and Transport 

193.0 

192.7 

177.8 

+0.2 

+8.5 

Equipment 

142.6 

140.2 

133.2 

+1.7 

+7.1 

Electrical machinery 
Non-electrical machi¬ 

140.0 

136.0 

133.5 

+2.9 

+4.9 

nery 

144.9 

144.8 

133.8 

+2.1 

+10.5 

Transport equipment 

135.4 

135.5 

131.8 

—0.1 

+2.7 

Manufactures 

149.0 

148.9 

139.7 

+ .01 

+6.7 

Intermediate products 

174.3 

174 4 

151.2 

—0.1 

+15.3 

Finished products 

142 0 

142.7 

136 9 

+0.1 

+4.4 

Textiles 

140.8 

140.5 

135.6 

+0.2 

+3.8 

Cotton manufactures 

138.2 

136.7 

130.9 

+ 1.1 

+5.6 

Jute manufactures 

Silk & Rayon manu¬ 

152.3 

156.3 

152.6 

—2.6 

-0.2 

factures 

Woollen Manufac¬ 

116.5 

114.6 

117.5 

+1.6 

—0.9 

tures 

Coir mats and matt¬ 

180.7 

179.6 

168.9 

+0.6 

+7.0 

ing 

165.8 

165.2 

159.8 

— 

+3.8 

Metal products 

158.0 

157.8 

149.2 

+0.1 

+5.9 

Non-metallic products 

136.7 

135.2 

132.3 

+1.1 

+3.3 

Chemical products 

141.3 

140.6 

134.1 

+0.5 

+5.4 

Leather products (Shoe) 

92.1 

92.1 

93.0 

— 

—1.9 

Rubber products 

157.5 

157.5 

156.5 

— 

+0.6 

Paper products 

121.3 

120.4 

119.2 

+0.7 

+ 1.8 

Oil cakes 

203.5 

210.8 

175.0 

—3.5 

+16.3 

Misc. products ' 

119.7 

120.5 

119.8 

—0.7 

—0.1 

AO Commodities 

175.9 

175.7 

165.1] 

+0,1 

+6.6 


Source: Office of the Economic Adviser to the Govt, of India, 
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(Base : 1960a* 100) 



1968 

Oct. 

1969 

Nov. 

Dec. 

Jan. 

1970 

General Index 






Seasonally adjusted 

161.1 

179.1 

172.8 

177.2 

182.7 

Crude 

161.1 

172.4 

172.4 

187.2 

187.1 

Mining and Quarrying 

144.2 

145.1 

145.5 

157.9 

161.3 

Manufacturing 

156.3 

166.5 

165.6 

181.6 

181.1 

Food manufacturing Industries 

108.4 

133.6 

134.9 

158.1 

158.7 

Sugar (refined) 

84.5 

20.1 

124.1 

294.3 

337.7 

Vanaspati 

140.4 

124.6 

149.2 

177.9 

141.4 

Tea 

104.9 

188.3 

124.7 

46.9 

16.6 

Coffee curing 

114.4 

25.1 

50.8 

35.2 

169.6 

Cigarette manufacturing 

163.3 

153.6 

158.8 

168.5 

179.9 

Manufacture of textiles 

112.5 

113.9 

104.1 

116.7 

115.7 

Cotton Textiles ' 

111.7 

118.2 

104.7 

118.6 

119.1 

Cotton Spinning 

124.1 

147.7 

119.5 

135.8 

134.9 

Weaving of cotton textiles 

96.2 

81.2 

86.1 

97.1 

99.2 

Woollen textiles 

144.2 

162.1 

156.4 

169.8 

169.8 

Jute textiles 

96.4 

81.0 

88.3 

96.0 

95.0 

Paper and paper products 

185.0 

197.5 

209.2 

210.6 

208.3 

Maunfacture of paper 

186.8 

196.1 

208.3 

207.4 

204.6 

Manufacture of paper board 

187.2 

216.9 

226.6 

242.0 

238.6 

Rubber products 

202.1 

177.2 

211.4 

220.5 

205.6 

Tyres and tubes 

227.6 

199.5 

250.4 

257.8 

241.9 

Chemicals and chemical products 

197.4 

229.1 

228.8 

240.2 

273.5 

Basic industrial chemicals (including fertilisers) 

265.8 

313.2 

325.0 

349.2 

311.9 

Heavy organic chemicals 

241.8 

276.3 

323.5 

263.1 

303.4 

Heavy inorganic chemicals 

270.2 

315.1 

326.6 

342.1 

354.6 

Synthetic resin and plastics 

169.9 

159.7 

177.8 

188.9 

118.3 

Synthetic fibres 

230.4 

238.4 

250.2 

262.8 

258.5 

Dyestuffs and'dyes 

181.1 

206.2 

165.9 

221.2 

193.1 

Fertilisers 

448.9 

596.7 

670.0 

705.2 

518.3 

Paints, varnishes and lacquers 

117.1 

112.8 

111.1 

110.5 

110.2 

Fine chemicals 

154.4 

156.8 

156.5 

156.8 

156.8 

Petroleum refinery products 

260.1 

263.2 

266.2 

307.7 

300.9 

Non-metallic mineral products 

154.8 

187.0 

187.6 

200.4 

183.9 

Cement 

152.3 

187.1 

186.4 

196.3 

173.4 

Basic metal industries 

193.7 

211.8 

207.7 

226.6 

226.9 

Iron and steel basic industries 

185.4 

204.6 

197.9 

212.8 

212.5 

Non-ferrous basic metal industries 

238.5 

251.1 

260.8 

301.8 

305.1 

Aluminium manufacturing 

400.5 

414.0 

435.4 

509.7 

516.5 

Metal products 

181.2 

200.9 

209.1 

216.2 

227.6 

Machinery (except electrical) 

327.6 

323.5 

340.9 

386.9 

345.4 

Industrial machinery 

149.6 

125,9 

106.3 

118.8 

125.4 

Electrical machinery 

277.5 

328.4 

322.5 

391.2 

451.6 

Communication equipment 

510.1 

678.9 

642.2 

832.5- 

615.0 

Motor vehicles 

149.5 

121.2 

116.9 

126.8 

162.2 

Motor cycles and scooters 

220.1 

247.3 

525.4 

531.3 

667.8 

Bicycles and tricycles 

182.7 

187.7 

179.5 

207.6 

185.0 

Electricity 

266.6 

316.5 

310.5 

329.6 

329.6 


Source : Central Statistical Organisation 
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(Rs lakhs) 



1969 



1970 



Friday 


June 27 

May 29 

June 5 

June 12 

June 19 

June 26 

Issue Department 

Notes held in banking department 

24,10 

36,63 

12,14 

12,35 

22,49 

45,75 

Notes in circulation 

3,686,43 

4,104,54 

4,085,27 

4,119,60 

4,081,14 

4,020,18 

Total notes issued 

3,710,53 

4,051,17 

4,097,41 

4,131,95 

4,103,64 

4,065,94 

Gold coin and bullion 

182,53 

182,53 

182,53 

182,53 

182,53 

182,53 

Foreign securities 

226,42 

396,42 

401,42 

401,42 

401,42 

401,42 

Rupee coin 

64,39 

54,70 

50,93 

50,47 

52,15 

54,45 

Government of India rupee securities 

3,237,19 

3,417,52 

3,462,53 

3,497,53 

3,467,53 

3,427,54 

Banking Department 

Deposits of central government 

51.85 

139,85 

92,84 

151,13 

193,14 

108,67 

Deposits of state governments 

12,27 

4,93 

6,69 

3,73 

3,92 

6,73 

Deposts of scheduled commercial banks 

194,72 

182,80 

176,46 

176,22 

186,63 

183,10 

Deposits of scheduled state co-operative hanks 

19,03 

8,06 

9,72 

10,02 

9,59 

10,75 

Deposits of non-scheduled state co-operative banks 

65 

62 

76 

71 

71 

71 

Deposits of other banks 

34 

30 

20 

20 

31 

26 

Other deposits 

230,97 

104,22 

100,02 

97,84 

97,89 

94,70 

Other liabilities* 

572,72 

624,83 

618,00 

607,76 

615,86 

634,21 

Total liabilities or assets 

1,082,56 

1,065,61 

1,004,70 

1,047,63 

1,108,04 

1,039,12 

Notes and coins 

24,17 

36,79 

12,23 

12,44 

22,57 

45,83 

Balances held abroad 

129,20 

121,80 

104,48 

111,66 

101,45 

105,28 

Loans and advances to— 

Central government 

State governments 

68,26 

213,43 

196,39 

209,12 

224,34 

154,85 

Loans and advances to scheduled commercial banks 

172,22 

276,94 

283,48 

285,28 

306,78 

291,54 

Loans and advances to state co-operative banks 

224,16 

245,81 

239,76 

239,73 

237,64 

238,79 

Other loans and advances) 

8,30 

11,59 

11,57 

15,51 

16,57 

13,96 

Bills purchase and discounted 

145,67 

7,46 

4,02 

19,13 

15,29 

10,23 

Investments 

257,98 

102,04 

99,27 

99,04 

129,48 

122,00 

Other assets 

52,61 

49,74 

53,48 

55,71 

53,93 

56,64 


Note The gold reserves of Issue Department are valued at Rs 53,58 per 10 grams upto January 31,1969 and at Rs 84 .39 
per 10 grams thereafter. 

•Including (i) paid-up capital ofRs 5 crores, (ii) reserve fund of Rs 80 crores upto January 31,1969 and of Rs 150 crores 
thereafter, the increase representing mainly the profit on revaluation of the Bank’s gold stocks, H frc tc d from February 1, 1969, 
in terms of the amendment to Section 33 (4) of the Reserve Bankpf India Act, (iii) National Agricultural Credit, (Long term 
Operations) Fund of Rs 143 crores from July 5, 1968 and Rs 155 crores from July 1969, (iv) National Agricultural Credit (Sta¬ 
bilisation) Fund of Rs 33 crores from July 5,1968 and Rs 35 crores from July 4,1969 and (v) National Industrial Credit (Long- 
Term Operations) Fund of Rs 55 crores from July 5,1968 and Rs 75 crores from July 4,1969. 

tlncludcs loans and advances to Industrial Development Bank of India from the National IndustrialCredit (Long-temt 
Operations Fund.) 
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SCHEDULED COMMERCIAL BANKS 

(Rs lakhs) 



1969 

June 27 

May 29 

June 7 

1970 

June 12 

June 19 

June 26 

1. Demand liabilities 
(a) Demand deposits 

(i) From banks 

139,99 

124,80 

126,94 

128,53 

128,77 

130,81 

(ii) From others 

2,103,49 

2,258,61 

2,266,98 

2,62,30 

2,278,13 

2,307,25 

(b) Borrowing from banks 

44,09 

22,39 

22,74 

25,62 

26,19 

22,63 

(c) Others 

149,29 

138,02 

136,20 

131,28 

135,68 

133,89 

2. Time liabilitiest 

(a) Time deposits 

(i) From banks 

71,91 

30,01 

35,89 

37,92 

37,49 

41,40 

(ii) From others N 

2,542,33 

2,874,41 

2,899,37 

2,917,12 

2,929,74 

2,932,50 

(b) Borrowings from banks 

7,69 

6,36 

6,59 

6,31 

6,04 

5,83 

(c) Others 

26,79 

30,48 

30,91 

31,40 

30,65 

29,87 

3. Aggregate deposits (1) (a) (ii)+(2) (a) (ii) 

4,645,82 

5,133,02 

5,166,35 

5,179,42 

5,207,87 

5,239,75 

4. Borrowings from Reserve Bank 

172,22 

265,65 

272,45 

274,32 

296,64 

289,06 

(a) Against usance bills and /or promissory notes 

115,20 

92,07 

101,99 

93,55 

136,31 

131,77 

(b) Others 

57,02 

173,58 

170,46 

180,77 

160,33 

157,29 

5. Borrowings from State Bank and/or a notified Bank* 
and the state governments^ 

60,69 

62,34 

58,62 

62.16 

# 

59,50 

61,08 

6. Cash 

204,17 

150,55 

151,23 

149,69 

151,95 

164,36 

7. Balances with Reserve Bank 

176,09 

178,27 

187,50 

177,27 

181,01 

176,35 

8. Cash and balances with Reserve Bank 

380,27 

328,82 

338,73 

326,96 

332,96 

340,71 

9. 8 as % of 3 

8.19 

6.41 

6.56 

6.31 

6.39 

6.50 

10. Balances with other banks in current account 

74,34 

59,34 

61,07 

58,17 

60,12 

61,35 

11. Money at call and short notice 

88,05 

36,78 

32,58 

46,73 

47,16 

49,34 

12. Investments in government securities 

1,126,31 

1,182,77 

1,183,64 

1,186,40 

11,87,25 

1,187,59 

13. 12 as % of 3 

24.24 

23.04 

22.91 

22.91 

22.80 

22.67 

14. Advances 

(a) Loans, cash credits and overdrafts 

2,918,81 

3,415,05 

3,431,40 

3,468,54 

3,447,78 

3,472,09 

(b) Due from banks 

35,50 

45,28 

44,29 

49,52 

48,47 

50,86 

15. Inland bills purchased and discounted 

512,10 

528,37 

543,00 

547,30 

584,44 

582,66 

16. Foreign bills purchased and discounted 

167,87 

188,98 

186,44 

181,84 

175,28 

172,89 

17. Total bank credit (14) (a)+(15)+(16) 

3,598,77 

4,132,40 

4,160,84 

4,197,68 

4,207,50 

4.227,64 

18. 17 as % of 3 

77.46 

80.51 

80.54 

81.05 

80.79 

80.68 


. Note:—The data on scheduled state co-operative banks are included from August 12,1966. t Data do not include borrow¬ 
ings of any scheduled state co-operative bank from state government and any reserve fund deposit required to be maintained 
with such bank by any co-operative society within the area of operation of such bank. *Indudes borrowings from the Indust¬ 
rial Development Bank of India from January 2,1965 and borrowings from the Agricultural Refinance Corporation from 
April .1, 1966, ^Borrowings from state governments relate to scheduled State Co-operative Banks only. 

Source: Reserve Bank of India. 
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minim 


(Base: 1961-62-100) 


Af 

1969 



1970 



Week ended 

June 28 

May 30 

June 6 

June 13 

June 20** June 27** 

Government and Semi-Government securities— 
All-India Total 

99.0 

99.3 

99.3 

99.3 

99.3’ 

99.3 

Government of India 

98.9 

99.0 

99.0 

99.0 

99.0 

99.0 

State Governments 

99.6 

100.5 

100.5 

100.5 

100.5 

100.5 

Semi-Government institutions 

99.1 

101.1 

101.1 

101.2 

101.2 

101.3 

Debentures-AU-India Total 

93.4 

93.6 

93.6 

93.6 

93.6 

93.6 

Preference Shares-All-India Total 

88.5 

88.1 

88.0 

88.0 

88.0 

88.1 

Variable Dividend Industrial Securities All-India Total 

99.3 

96.3** 

97.2** 

97.9** 

99.0 

99.2 

Agriculture and Allied Activities: Total* 

91.7 

87.0 

87.0 

86.7 

87.1 

87.4 

Tea Plantations 

76.9 

68.0 

67.9 

67.5 

67.4 

67.0 

Coffee Plantations- 

130.4 

130.4 

130.5 

131.0 

131.6 

133.8 

Rubber Plantations 

151.0 

153.5 

152.7 

153.5 

153.6 

153.4 

Mining and Quarrying : Total 

68.4 

55.0 

54.7 

54.8 

54.8 

55.3 

Coal 

70.7 

54.2 

53.9 

53.9 

53.9 

54.* 

Other Mining 

58.5 

58.1 

58.3 

59.0 

*59.0 

59.1 

Processing and Manufacturing: Total 

97.1 

94.1 

95.2 

96.0 

97.5 

97.7 

Processing and Mfg (Foodstuff Textiles etc) : Total 

83.8 

79.7 

80.2 

81.0 

81.8 

82.1 

Edible and Vegetable Oils 

180.5 

196.9 

200.2 

204.7 

207.6 

208.0 

Sugar 

102.1 

85.1 

85.3 

85.3 

85.3 

85.3 

Cotton Textiles. 

70.9 

68.6 

69.0 

69.8 

70.4 

70.2 

Jute Textiles 

53.3 

43.4 

42.4 

41.9 

41.7 

41.1 

Silk, Woollen and Nylon Textiles 

118.8 

113.1 

113.9 

115.1 

116.9 

117.5 

Processing and Mfg (Metals, Chemicals etc): Total* 

106.5 

102.0 

103.7 

104.4 

106.6 

106.5 

Iron and Steel 

131.9 

116.2 

118.4 

119.4 

120.8 

118.0 

Non-ferrous Metals, Basic 

139.3 

129.5 

133.4 

133.5 

135.8 

135.6 

Transport Equipment 

91.6 

77.2 

77.4 

77.0 

78.4 

79.3 

Electrical Machinery, Appliances, etc. 

107.8 

117.1 

120.4 

122.9 

129.7 

129.2 

Machinery other than Transport and Electrical 

92.1 

76.3 

77.3 

77.6 

78.4 

78.5 

Foundries and Engineering Workshops 

66.2 

64.3 

64.9 

65.4 

65.7 

66.9 

Metal Products 

73.5 

71.5 

72.8 

70.9 

72.3 

73.6 

Basic Industrial Chemicals 

101.9 

108.5 

110.7 

112.4 

114.7 

115.6 

Other Chemical Products 

141.6 

155.5 

153.9 

155.2 

156.5 

157.1 

Processing and Mfg (Others): Total* 

110.5 

114.8 

116.1 

117.0 

118.2 

119.0 

Cement 

106.4 * 

110.1 

110.2 

111.2 

112.1 

112.9 

Paper and Paper Products 

118.3 

133.6 

136.3 

137.3 

139.1 

140.8 

Rubber and Rubber Products 

144.7 

146.3 

148.8 

149.6 

151.6 

151.6 

Other Industries : Total* 

122.7 

128.4 

129.0 

129.9 

130.2 

130.2 

Electricity Generation & Supply 

119.8 

126.7 

127.1 

127.4 

127.2 

127.6 

Trading 

98.9 

98.6 

99.5 

99.1 

98.4 

98.9 

Shipping and Other Transport * 

253.0 

290.0 

291.4 

298.3 

302.6 

300.9 

Financial : Total 

107.7 

97.8** 

97.2** 

96.8** 

96,3 

96.5 

Banks 

99.0 

84.6 

84.5 

84.5 

84.5 

84.5 

Insurance 

173.8 

171.4 

166.5 

164.1 

159.8 

161.6 

Investments 

95.1 

95.6 

95.6 

95.4 

95,4 

95.1 

Variable Dividend Industrial Securities—Regional 
Bombay 

112.8 

108.5** 

109.7** 

110.5** 

111.7 

111.7 

Calcutta 

,.95.3 

91.3** 

92.5** 

93.0** 

94.4 

95.0 

Madras 

86.2 

85.1** 

84.7** 

84.5** 

84.4 

84.7 

Ahmedabad 

87.1 

81.7 

82.5 

84.4 

*5;7 

85.1 

Delhi 


116.5** 

118.2** 

118.3** 

120.0 

119.9 


♦Including‘Others' Provisional. , 

Stmrt *; Reserve Bank oflh«a 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 



mDOMOM 


EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, M-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry 9 It will pay you handsomely to 
do so! Please write to: 


HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works Renukoot, U P. 
Offices. BOMBAY 
0ELHI*CAICUTTA'MADRAS 
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Century sarees are the answer 
to your little day dreams. 

So go ahead on a dream spin I 
Century sarees are a rage of 
prints and design together! 
Cool as the evening breeze. 
Light as air. 

Centqry gives you sarees 
from 100% pure cotton! 

CENTURY 

SAREES 


■■ 
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New Directions for Dinesh Singh 

In the wake of the cabinet reshuffle, the Prime Minister displayed commemkble 
initiative in taking some much-needed, but overdue promotional action in the 
industrial sector. Under her direction, the cabinet signified its general acceptance 
of the Tata scheme for a fertilizer plant at Mithapur. It also blessed certain other 
projects or proposals of substantial significance for the development of the “core’ 
industries. 

This refreshingly positive attitude, however, has been qualified to some extent 
by the fact that, in the case of some of these projects including the Mithapur scheme, 
the final clearance will have to await scrutiny by the Department of Company 
Affairs in the light of the provisions of the Monopolies and Restrictive Trade Prac¬ 
tices Act. It is surely more than a little absurd that a decision taken by the highest 
policy-making body in the government should have thus been declared to be 
subject to further investigation by a department (under a Minister of State) which 
is clearly a subordinate body of the cabinet. Apart from the disagreeable delay 
introduced into the decision-making process by the procedure adopted here, this 
manner of doing things is hardly likely to help the cause of the rational functioning 
of the administration along clear and clean lines of responsibility. 

There is also another reason for our entertaining reservations regarding the 
government's intentions in the industrial sphere. Owing to certain widely publi¬ 
cised developments relating to the cabinet reshuffle, the Ministry for Industrial 
Development seems to have been downgraded in status. Its functions, in any case, 
have been greatly restricted. Hitherto, from the point of view of both policy and 
administration, the regulation of industries has been treated, at least in theory, as 
an aspect of the development of industries. Now, under the new arrangement 
whereby the Department of Company Affairs has been made the independent charge 
of an autonomous Minister of State (who is no longer under the jurisdiction of 
the Minister of Industrial Development) this desirable link between development 
and regulation seems to have been disturbed and much more than a mere hint is 
thrown that regulation may be pursued more as an end in itself 7 perhaps even 
as a political end — than as a means to the healthy development of industries. 
The Prime Minister, moreover, is reported to have expressed a desire to take 
away industrial licensing from the effective jursidiction of the Industrial De¬ 
velopment Ministry and entrust it to a committeeof the cabinet. These moves, 
it must be noted, have coincided with a certain loss of political and personal 
position by the new Minister for Industrial Development, Mr Dinesh Singh. 

All this is most unfortunate. The Ministry of Industrial Development, it 
could have been reasonably expected, would be strengthened rather than weakened 
as an agency of industrial development following the cabinet reshuffle. As it is, 
we are faced with a ministry which is enfeebled in many ways and has suffered a 
grievous demotion in status and authority and therefore in effectiveness. This has 
happened at a time when this ministry needs to function in a self-confident manner 
so that it could provide dynamic leadership to the processes of industrial expan¬ 
sion particularly in the private sector. In the circumstances the position of the 
new Minister for Industrial Development must be far from enviable. 
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Mr Dinesh Singh’s, indeed, is an uphill task. Hard on the heels of his recent 
political misfortunes, he is being called upon to perform the job of making bricks 
without enough straw. The outlook for him, however, is not without its compensa¬ 
tions. Perhaps his current discomfiture itself could act as a spur to him to prove 
himself in spite of the difficult conditions in which he has been placed. It is also 
very much in his favour that there is an undoubted clement of dynamism in his 
temperament and he is of course still sufficiently young not to surrender his legiti¬ 
mate political ambitions without a struggle to assert his ministerial worth. 

f 

It follows that the nation may watch Mr Dinesh Singh's performance in the 
coming months with some keenness of interest. Fortunately for him, there is a 
trend towards a revival in industrial activity. Demand has teen picking up for a 
number of manufactures and this movement is bound to rather momentum as the 
growth in agricultural production tends to be kept up. In quite a few industries, 
notably tea, jute goods and cotton textiles, there have come up problems of export 
promotion which could exercise and engage profitably the energies of his ministry 
and its capacity for constructive collaboration with the Finance Ministry and the 
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Ministry of International Trade. Again, 
there is mounting evidence that, on the 
African continent, in south-east Asia 
and countries such as Australia there 
will be honourable and rewarding 
scope for the deployment of the indust¬ 
rial know-how and the entrepreneurial 
experience and skills of our business 
community. 

All this should certainly be an en¬ 
couragement to Mr Dinesh Singh and 
his ministry to function with hope and 
vigour. It is only to the extent that he 
is able to provide the leadership that 
will be required for this purpose that 
his ministry can hope to recover its 

Red Tape 

When the Public Accounts Committee 
(1969-70) of the Lok Sabha, in the course 
of its examination of the accounts of 
the Tea Board, asked the Additional 
Secretary of the Ministry of Foreign 
Trade whether the Board had been 
handicapped by lack of funds in imple¬ 
menting the schemes of financial assis¬ 
tance, he replied that it was not. But 
this reply did not mean that the tea 
companies promptly and adequately 
got their requirements of finance from 
the Tea Board. The fact was that 
though the Board was entrusted with 
plenty of money for being disbursed 
to the tea companies for replanting, 
replacement or extension of old areas, 
most of it was withheld for one reason 
or the other. The Public Accounts 
Committee, in its report released in 
April this year, has criticised the Tea 
Board for its tardiness in executing 
the schemes for financial assistance. 

The data furnished by the committee 
reveal a wide gap between the allot¬ 
ment of funds and their disbursement, 
which shows how the Tea Board has 
been indifferent in assisting the tea 
industry in increasing its production 
and improving its competitive capacity. 
Table I shows the allotment of funds 
made from year to year for the tea 
plantation finance scheme and their 
distribution. 

The Public Accounts Committee has 
made the following comments on the 
Tea Board’s performance: “The screen¬ 
ing of applications received from tea 
estates for loans under the scheme has 
been taking a long time. The data 
furnished to the committee shows that 
47 applications for loans amounting 
to Rs 2.18 crores were pending 
as on March 31, 1969. Thirty-nine 
of the applications were pending for 
over three months and the remain¬ 
ing eight for over six months. The 
delay in clearing these applications 
has resulted in a substantial part 


position and prestige both of which 
have been so obviously damaged in 
the process of the cabinet reshuffle. 
The national mood has become acutely 
sensitive to the issues of production and 
employment. By cutting out routine 
and red tape and reorienting itself to 
purposeful industrial promotion, the 
Ministry for Industrial Development 
can impress itself on the public mind 
as an institution which is tuned to the 
demands of the times. It is up to 
Mr Dinesh Singh not to let himself 
become a square peg in a round hole. 
The country will watch with sympathy 
and good wishes his efforts to suit his 
shape to his situation. 

in Tea 

of the annual allotment made for the 
scheme remaining unutilised every 
year since 1962-63 when the scheme was 
started. As a corollary, there has also 
been a shortfall in the realisation of the 
targets set for the scheme. Over the 
three years ending 1968-69, for instance, 
tea gardens could do fresh planting 
only on 2,221 acres as against 3,227 
acres that should have been covered 
under the scheme”. 

While, on the one hand, red tape 
was holding up funds urgently needed 
by the tea gardens, on the other hand, 
money sanctioned by the Tea Board to 
state governments was unutilised and 
not returned. The Board had paid 
Rs 5.60 lakhs to the Madras State In¬ 
dustrial Bank in June 1965 for dis¬ 
bursement to small growers of tea for 
buying pesticides. But the amount 
was completely unutilised, which shows 
that the requirements of co-operative 
tea societies were not correctly asses¬ 
sed before releasing the money to the 
bank for loaning to them. Arid what 

Table I 

(Rs lakhs) 


Year 

Allotment 

Disburse¬ 

ment 

1962-63 

40.00 

16.45 

1963-64 

79.06 

49.92 

1964-65 

100.00 

62.71 

1965-66 

noo.oo 

63.97 

1966-67 

62.67 

61.74 

1967-68 

89.86 

63.46 

1968-69 

88.65 

60.14 
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is even more disturbing is that the 
Board did not insist on the prompt 
return of the unused money. It took 
nearly nine months for the Board to 
recover it. The Public Accounts Com¬ 
mittee has also revealed that the state 
governments of West Bengal, Kerala, 
Tamil Nadu, Andhra Pradesh 
Uttar Pradesh, Punjab and Tripura 
retained with them for ten years 
a sum of Rs 70,000, being the 
unspent balances out of the welfare 
grants paid to them by the Tea Board 
for being used to improve the amenities 
of tea labour. 

These are just a few of the disclosures 
made by the Public Accounts Com¬ 
mittee regarding the handling of money 
by the Tea Board, The committee 
has been very mild in its comments on 
the lapses of the Board. But consi¬ 
dering that the Board has been entrusted 
with the responsibility of looking after 
the problems of a major industry, which 
is also one of the largest earners of 
foreign exchange, one wonders whether 
the committee should not have been 
more forthright in its criticism. 

It is not only in the handling of funds 
that the Tea Board has not shown ade¬ 
quate care. Even in other matters like 
market studies where one would ex¬ 
pect the Tea Board to show initiative 
and enthusiasm, it has let down the 
industry and the country. Consider, 
for instance, the following paragraph: 

“The committee are in this context 
surprised to leam that the Tea Board 
has not carried out any market surveys. 
A proposal in this regard is now stated 
to be under consideration. The com¬ 
mittee would like an early decision to 
be taken thereon. The committee need 
hardly add that such market surveys 
should be conducted by competent and 
experienced personnel and should be 
undertaken in association with trade, 
which would have a stake in its 
results”. 

In view of the Tea Board’s indiffer¬ 
ence, it is hardly surprising that our 
tea has suffered a set-back in many 
markets. According to figures given 
by the Public Accounts Committee, 
our tea export to the UK fell from 
127,356 tonnes in 1959 to 95,955 tonnes 
in 1968, to the USA from 10,556 tonnes 
to 8,339 tonnes, to Canada from 7,233 
tonnes to 4,201 tonnes and to the UAR 
from 11,931 tonnes to 8,745 tonnes. It 
is true that many factors, over which 
the Tea Board has no control, are res¬ 
ponsible for the decline in our tea ex¬ 
ports to these countries. Even so, if 
the Board had maintained eternal vigi¬ 
lance over the market trends and effec¬ 
tively utilised the funds at its disposal, 
the outlook for our tea exports would 
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have been much brighter than what it level during the coming season will rise 
i$ at present. and remain satisfactory. India’s ex¬ 

ports should improve, particularly in 
Messrs J. Thomas & Company in view of the export-oriented budget, 

their annual report for the season Shipments to London auctions are likely 

1969-70 have indicated better prospects to be higher but it is to be hoped that 

for the tea industry in the months ahead, these shipments will not be overdone 

They say, “The tea industry has turned and create a surplus stock in London as 

the corner and there are grounds for has been the case for the past two 

quiet optimism. The world supply posi- years.” 

tion is at the present time reasonably 

balanced and international agreement But the tea industry can improve and 
should ensure that this balance is main- prosper only if the Tea Board functions 

tained in the future. There is every energetically and takes a lively interest 

reason to believe that the general price in its responsibilities. 

Just a Beginning 

The recent study made by the Direc- efforts of the industrial units there. The 

toratc-General of Technical Develop- tightening of the import substitution 

ment (DGTD) relating to the progress programme is an imperative because 

made by import substitution in our considerable confusion as well as resent- 

economy has shown positive achieve- ment is caused if we continue to import 

ment. Taking 1968-69 as base, the goods which are manufactured in this 

DGTD has analysed the operations of country. 

112 industries and has come to the con¬ 
clusion that the value of their produc- Scyne pertinent observations were 
tion in 1969 increased by 13.3 per cent made by the participants at the meet- 
over 1968 but the foreign exchange needs ing of the Import Substitution Commi- 

were reduced by about four per cent. ttee held recently in the capital. Mr 

Also, there are many industries for T. Swaminathan, Secretary of the 

which sizeable foreign exchange was Ministry of Industrial Development, 

needed until a few years ago but today stressed the importance of increase in 

they arc wholly dependent on indigen- production since a major part of it 

ous products. This has been made would be used within the country even 

possible by the careful scrutiny of our though the volume of exports would 

import bill in an effort to locate areas have to be increased to meet the rising 

where domestic raw materials and corn- 


pressure of debt service obligations. 
Mr Charat Ram, representing the 
FlCCl, gave more importance to im¬ 
port substitution than export promo¬ 
tion because the sale of goods produced 
did not depend upon the whims of the 
foreign buyers. It was Mr Aschijit 
Sen of the ACC I who indicated the 
areas where more concerted effort 
was needed in order to save foreign 
exchange through import substitu¬ 
tion. He said that in the case of 
textiles, paper and pulp the import 
content had remained unchanged all 
these years and hence attention needed 
to be paid to thesic industries as well. 
He also referred to the performance of 
the steel plants which, despite massive 
investment, had not made this country 
self-sufficient in steel. 

But it would be an error to make a 
fettish of import substitution. It is 
not proper that we should aim at self- 
sufficiency in all industries. First, 
it is an impossible target and second, 
it will bring in incongruities which will 
hamper our industrial progress. The 
aim of increased import substitution 
should be pursued with an eye on 
efficiency. If marginal import of goods 
or equipment keeps a product more 
marketable, no effort should be made 
to cut out imports for the mere satis¬ 
faction of having attained 100 per cent 
self-sufficiency. Such as attitude can 
cause more harm than good in the long 
run. # 


ponents can take the place of imported 
ones. Vast expansion in the manufac¬ 
ture of aluminium, for example, has 
saved valuable foreign exchange not 
only in industries where this metal is 
commonly used but also in those where 
it is being substituted for copper. In 
the electronics industry also, increase in 
the production of components has cut 
down the import bill substantially. 
And the list of such industries is a long 
one. 

But what has been achieved is only 
a beginning. This is not the time when 
we should rest on our laurels. There 
is need for a relentless pursuit of the 
objective of self-sufficiency even though 
it is known that in absolute terms, the 
volume of imports is likely to increase 
in response to rising production. 
Increased attention needs to be paid to 
research and development and close 
liaison should be established between 
industry and research laboratories. 
The industries which have had successful 
operations should set up their own re¬ 
search institutions by diverting a part 
of their profit for this purpose. Let 
us remember that the rather speedy 
industrial progress made by such 
countries as Japan and West Germany 
had much to do with the research 


UTI Hakes Good 


The Unit Trust of India (UTI) has 
entered its seventh year on a distinctly 
confident note and, if the results of 
working in 1970-71 are better than in 
1969-70, Mr R.S. Bhatt, the UTI 
chairman, hopes, it should make a de¬ 
but into the ranks of the leading unit 
trusts of the world. Already, at the 
end of June, 1970, there were over 3.33 
lakh registered unit-holders with a 
total holding of Rs 77.44 crores, and 
it is not too ambitious a bid if the 
UTI strives to cross the Rs 100-crore 
(or Rs 1,000-million) mark in respect 
of total holdings by the end of June, 
1971. A thousand million units is 
about the average size of holdings of 
well-known international unit trusts. 

During the year 1969-70, the UTI 
received over 61,000 fresh applications 
and sold units worth Rs 22.45 crores, 
a record that exceeded even the first 
year’s high sales of a little less than Rs 
18 crores. In 1968-69, the number of 
fresh applications and units sold were 
50,000 and Rs 17.16 crores. Thanks 
to the initiative of the UTI in sending 
out some 10,000 personalised circular 


letters to Indian residents in the USA, 
units worth Rs 49.54 lakhs were sold 
to over 600 applicants. As a result, I ndia 
earned foreign exchange worth over 
Rs 7 lakhs. The corresponding figure 
of units sold to non-residents in 1968- 
69 was only Rs 17.48 lakhs. The total 
number of applications for repurchase 
continued to rise, being 9,455, as against 
8,205 in the previous year, involving 
Rs 2.04 crores, as against Rs 1.67 
crores in 1968-69. 

An encouraging feature of the UTl’s 
working is that its re-investment plan 
has been catching up. 'By the end of 
June, 1970, over 12,000 unit-holders 
had joined the plan. This is still less 
than four per cent of the total number 
of unit-holders and, as we stated last 
yedr in these columns, it is only if the 
existing unit-holders are encouraged 
to invest more of their funds in this 
form that the volume of business can 
be increased appreciably. With the 
steady increase in distribution of its 
dividend (for 1969-70, the dividend has 
been further stepped up, albeit only 
fractionally from 7.1 per cent to 7.2 
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per cent) more unit-holders may feel 
encouraged to patronise the re-invest¬ 
ment plan. •’ 

The gross income of the UTI in 
1969-70 rose further, from Rs 4.83 
crores in the previous year to Rs 6 28 
crorcs. This, by the way, is without 
taking into account the distribution of 
dividend or compensation from banking 
companies. According to Mr Bhatt 
the UTl’s investments in these compa¬ 
nies is of the order of Rs 3.25 crorcs 
while the expected compensation 
amount is about Rs 6.25 crores. Be 
that as it may, after making the usual 
adjustments, the income available for 
distribution to unit-holders as on June 
30, 1970, was Rs 5.61 crores, which, 
even after distribution of the higher 
dividend of 72 paise per unit, leaves a 
sizable undistributed surplus. In other 
words, even the higher dividend of 72 
paise for 1969-70 was fully earned. 
The gross yield works out to a higher 
figure still, depending on the income 
slab of the concerned unit-holders, in¬ 
asmuch as dividend income (taken to¬ 
gether with income from certain other 
specified categories of investment) up 
to Rs 3,000, is exempt from income-tax. 
It is still too early to judge the effect 
of this clubbing together of income from 
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several categories of investment, (wel- 
come though it is, in that it offers a wide 
choice to investors who may naturally 
not like to put all the eggs in the same 
basket) although the exemption limit 
has been raised from Rs 1,000 to Rs 
3,000, on the income from investment in 
units. 

This year, again (that is, in respect of 
1970-71), there has been an increase in 
the sale, price of units (from Rs 10.20 
to Rs 10.50) during the special offer 
period (July) , but this was to be ex¬ 
pected owing to the substantial im¬ 
provement in stock prices, especially, 
since January last and the consequent 
increase in net asset value. Mr Bhatt 
contends that even this higher price of 
Rs 10.50 per unit includes an element 
of concession. Further, as he says, 
there has been some capital apprecia¬ 
tion, which is reflected in the repurchase 
price of units, though some would want 
this repurchase price to go up further 
if investment in units is to be really 
attractive. 

The UTI has come out with a new 
scheme -- the Children’s Gift Plan — 
to promote savings, as it says, among 
the various sections of the community. 
Anyone — father, mother, grand¬ 


July 24,1970 

mother, aunt or uncle —- can participate 
in it and invest in units (the minimum 
is 50 units) the proceeds whereof would 
be repayable only to the child, for whose 
benefit the units are bought, on its 
attaining majority. Meanwhile, what¬ 
ever dividends the units in the name of 
the child earns also would be reinvested, 
so that, over a period of, say, 10-15 
years, the beneficiary would stand to 
receive twice the amount originally 
invested in these units, if not more. 
This is surely an attractive facility for 
building up capital for the benefit of 
the young and should prove useful 
either for further education or for 
marriage or for serving as a nucleus 
to start a small-scale industry if one is 
so inclined. 

It is gratifying to note that the steady 
increase in the UTl’s agency force has 
been maintained, both in rural and 
urban areas, but one would have liked 
a break-up to know the precise extent 
of the rise in the agency force in rural 
areas. As readers may recall, we have 
been stressing the need for consider¬ 
ably expanding the organisation for 
popularising unit sales in these areas 
which abound in new savings, thanks 
to the hat-trick of rich harvests. 
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Financing industry 

G’L- MEHTA 


I AM grateful to the Gujarat State 
Financial Corporation for the honour 
they have done me in inviting me on 
its Foundation Day to inaugurate a 
course of lectures on management prob¬ 
lems. The corporation with which T 
have been associated for the past twelve 
years, the Industrial Credit and Invest¬ 
ment Corporation of India Ltd (ICICI) 
has had very cordial relations with the 
Gujarat State Financial Corporation 
and we have worked in close co-opera¬ 
tion on many projects. The Gujarat 
State Financial Corporation is one of 
the best run state financial institutions 
in the country as would, no doubt, be 
expected in an organisation managed by 
people known for their business acu¬ 
men and common sense. On this 
Foundation Day, I should like to ex¬ 
press our sincere felicitations to the 
corporation and our best wishes for its 
continued and healthy growth. 

While India has had a long banking 
tradition — this city itself where we arc 
meeting today was the home of indi¬ 
genous bankers called nagar scths who 
were famous for their banking acumen 
—industrial financing is a new pheno¬ 
menon which assumed importance as 
modern industry began to be estab¬ 
lished; now that the pace of industria¬ 
lisation has become more rapid, the 
role of institutional finance has become 
more important. 

The Ahmedfbidi Pattern 

Modern industry came to Ahmeda¬ 
bad at about the same time as to India— 
the first textile mill in Ahmedabad was 
set up by Ranchhodlal Chhotalal soon 
after the three textile mills — two in 
Bombay and one in Broach — were set 
up in 1854. In those days, fortunately 
or unfortunately, there were no public 
financial institutions and entrepre¬ 
neurs had to raise money from private 
sources which, thanks to the absence of 
income-tax, was possible then. Signi¬ 
ficantly, even at this early stage a 
financing pattern was set up for in¬ 
dustries, which became generalised and 
continued for quite a long time. This 
pattern consisted in the setting up of a 
financing group with a nominal share 
capital but with an obligation to bring 
in large proportionate deposits needed 
to finance the manufacturing enterprise. 
This “Ahmedabad)” pattern of financ¬ 
ing industry, if I may so call it irreve¬ 
rently, continued for a long time, and 
the principle involved of treating manu¬ 
facturing companies &t their promoters 


Inaugural address delivered on the occasion 
of the Foundation Day of the Gujarat State 
Financial Corporation at Ahmedabad on 
June 29. 

as banks for depositing money, is pre¬ 
valent even today. 

One may not consider it the best form 
of financing industry or the one most 
suited to its needs. The financing sys¬ 
tem was essentially based on trust and 
confidence; technically the money was 
callable (the deposits were withdraw¬ 
able) any time on demand; and there 
was always a risk, in times of financial 
panic even though the manufacturing 
enterprise remained in a sound position, 
for a demand for the return of deposits 
- thus endangering the financial position 
of the manufacturing unit. However, the 
system provided the only means of 
financing industry in the circumstances 
prevailing in the mid-nineteenth cen¬ 
tury, and proved an important instru¬ 
ment for the early efforts at industriali¬ 
sation. 

Many Changes 

Many changes have taken place in 
industrial financing pattern since then. 
In the inter-war period, a rudimentary 
capital market began to grow up, 
investors began to become familiar 
with various kinds of corporate securi¬ 
ties and financial instruments, and 
investment in shares began to pick up. 
Thus on its own, gradually a capital 
market began to be built up. 

However, it cannot be denied that the 
market had a narrow basis. In a poor 
country like ours, the generation of 
savings was not such as to form the 
basis of a large capital market. More¬ 
over, it was mainly the established 
houses which were able to raise freely 
money on the market. Also, with 
the low tempo of industrial develop¬ 
ment, the demand for funds was not 
large. In other words, the demand for, 
and the supply of industrial funds was 
small and confined to a narrow group 
of entrepreneurs and promoters. 
Tn addition, the traditional forms of 
financing industry continued. 

National leaders were always cons¬ 
cious of the heed to promote industria¬ 
lisation and the role of finance in such 
promotion. Consequently, soon after 
Independence, the Industrial Finance 
Corporation was set tip. When wc 


began to formulate the first Plan —a 
process in which I had the honour to 
participate as a member of the Planning 
Commission — w>e recognised the need 
to broaden the sources of finance so 
that industry can get the required funds 
for the more rapid growth envisaged 
for it. Thus the state finance corpora¬ 
tions came to be set up in and after 
1951; the Industrial Credit and Invest¬ 
ment Corporation of India Ltd. (ICICI 
as it is popularly known) -of which 
I have the honour to be chairman 
since 1958 — was set up in 1955, and 
the Industrial Development Bank of 
India (1DB1) and the Unit Trust of 
India (UTI) were formed in 1964. 
Besides, in recent years, several state 
governments have taken an initiative in 
setting up state industrial development 
corporations (SI DCs). 

Parkinson Conies True 

There has thus been a Parkinsonian 
proliferation of finance institutions in 
India, and l am sure that no project 
which is worthwhile and viable suffers 
today for lack of finance. The insti¬ 
tutional set-up has been helpful in 
financing the rather rapid growth of 
industry that has taken place in India, 
particularly since 1956. 

It is necessary to recognise that this 
marks not only a quantitative change in 
respect of provision of ^finance to in¬ 
dustry in relation to the inter-war 
period, but also a qualitative change. 
And it is important to recognise this fact 
in an evaluation of the industrial finan¬ 
cing system in India. In the first place, 
quantitatively, the flow of funds from 
the institutions to industry has broad¬ 
ened considerably. Possibly, at present, 
the total funds which arc made avail¬ 
able by finance institutions to industry 
in the private sector exceed Rs 100 
crores per annum. This is larger than 
what private industry could have raised 
in the pre-war years. 

What is more, these funds are now 
made available to a much broader 
group of entrepreneurs and industries 
than during the inter-war period. While 
in the past, only an established entre¬ 
preneur could hope to approach the 
market for funds, now new people can 
hope to' raise the required funds pro¬ 
vided they have viable projects to offer. 
In other words, the field of opportunity 
fop setting up industry has become 
broader as a result of the institutional 
arrangements for providing funds to 
industry. Speaking for ICICI only, 
I might mention that ICICI has financed 
so far 87 new entrepreneurs and 46 new 
products and processes. 

Then, again there has been conside¬ 
rable change in project preparation as 
a result of the setting up of finance 
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institutions. Previously, when the 
sources of finance were limited, a pro¬ 
ject could obtain the finance needed by 
it on broad confidence in its profitability. 
This led to a kind of indiscriminate 
flow of projects : if a cotton textile milt 
was successful, as happened in the 
1850’s and 1860’s, promoters rushed in 
to set up, and investors (fame in to 
finance, cotton textile mills; and, if a 
cement or a sugar factory was found 
to be profitable, as it was in the 1930's 
every promoter rushed in to set up and 
provide finance for sugar and cement 
factories. Nevertheless, fortunately 
there was not the same enthusiasm to 
set* up iron and steel plants then — 
- such enthusiasm is generally reser¬ 
ved for our politicians and planners. 

Calculated Affair 

With the establishment of several 
finance institutions, the formulation of 
projects has become a more calculated 
affair — though I am sorry this deflates 
both your and my ego — not necessarily 
a more successful affair. A finance 
institution builds up expert staff to 
analyse and appraise a project, and be¬ 
fore it agrees to finance a project, it 
has to be satisfied that the project is 
viable. Such scrutiny requires of the 
promoter some home-work before he 
can expect to obtain finance for his 
project. This is desirable and neces¬ 
sary. For example, it requires the pro¬ 
moter to give due consideration to all 
aspects which affect the viability of a 
project, and not be guided by a tem¬ 
porary spurt in the profitability of 
an industry. Also, it ensures an inde¬ 
pendent scrutiny by a finance institution 
of a project. Such a scrutiny usually 
generates a new viewpoint, throws 
some new light on a project. There are 
very few cases where ICICI has accep¬ 
ted a project as presented; modifica¬ 
tions have had to be made to improve 
the viability of the project. 

There are various areas of project 
analysis which are the particular con¬ 
cern of a financing institution. The first 
essential is a market for the product to 
be manufactured. If you look at the 
portfolio of any finance institution 
(including, let me say ICICI) and find 
out its weak projects, most of them have 
problems in marketing. One would 
have thought that with planning a long 
view of demand would be taken. As 
things have turned out, I am afraid 
too long a view was taken. Many 
entrepreneurs who based their 
calculations on estimates of demand 
made by the Planning Commission have 
found that, for various reasons, de¬ 
mand did not come up to the levels anti¬ 
cipated by them: wire ropes, steel 
tubes, electric meters and cables, ma¬ 
chine tools and many engineering goods 
arc examples of this phenomenon. It 


is for this reason that I would suggest 
that a dose, independent and objective 
scrutiny is made of demand projections 
by finance institutions. 

Secondly, cost estimates. A promoter 
often tends to under-estimate project 
cost. Sometimes he follows the age- 
old edict of stitching his project-coat 
according to the limited cloth-resources 
available to him; he under-estimates 
the cost because his resources are 
limited. Sometimes he misses out 
various cost items — particularly in¬ 
tangibles like preliminary and pre¬ 
operative expenses—or under-estimates 
hazards to which all projects are sub¬ 
ject — escalations in cost, delays lead¬ 
ing to over-runs, unforeseen events like 


technical or market difficulties, all of 
which are contingencies which need to 
be provided against. 

Thirdly* the financing scheme of 
a project. Here again a promoter 
often tends to take a narrow view, hop¬ 
ing to make-do with a small equity base. 
On the other hand, excessive reliance on 
borrowing not only increases the cost of 
interest in the construction stage but re¬ 
duces the capacity of a company to 
raise further funds when needed to meet 
over-runs and other contingencies. 

One of the byproducts of such effort 
to improve the equity/debt position of a 
company is to increase the flow of com¬ 
pany securities on the market. As more 
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capital is required, 4 larger quantity 
Is also placed on the capital market. 
Moreover, finance institutions do not 
1u>ld 6n to securities acquired as a re¬ 
sult of their underwriting activities; 
In order to revolve their funds, they en¬ 
deavour to sell them when the demand 
for them appears. Thus finance institu¬ 
tions help to broaden the capital market. 

In all these respects, the role of 
financial institutions has become crucial 
to the efficient implementation of our 
industrialisation drive. The five-year 
Plans lay down the broad policy of 
industrialisation. They provide for a 
broadening of our industrial base by 
encouraging new industries and new en¬ 
trepreneurs. It is in this uncharted sea 
that the financial institutions are ex¬ 
pected a navigate. Project appraisal 
is itself becoming systematic and or¬ 
ganised and considerable sophistication 
has been introduced in techniques of 
project appraisal. Returns on invest¬ 
ment are measured on different bases. 

In recent years, appraisal techniques 
have been applied not only to industrial 
projects but also to non-industrial pro¬ 
jects including infrastructure projects. 
For example, cost-benefit analysis is ap¬ 
plied to road construction programmes. 


The Prime Minister made a pronounce¬ 
ment, during her recent visit to Mauri¬ 
tius in the first week of June that 
India did not intend to make the atom 
bomb. She was indeed repeating what 
She had said at Ahmedabad, four 
months earlier on January 24, when she 
told a news conference that there had 
been no change in India’s policy to use 
atomic energy for peaceful purposes, 
such as medicine, power generation and 
other fields. When her attention was 
drawn to a report that the union govern¬ 
ment had agreed to study the cost of 
manufacturing nuclear weapons, the 
Prime Minister, who has been in charge 
of atomic energy, said she was not aware 
of it. 

Such pronouncements and denials 
are unlikely to stop the nuclear debate 
that has been carried op in the country 
— in Parliament, in newspapers and 
learned periodicals — ever since it was 
known that China had become a nuc¬ 
lear power. Indeed, one day after the 
Prime Minister returned to Delhi (June 
8), the Indian Express published the 
opinion’s of two former defence secre¬ 
taries and four retired generals on the 
question of Indiabuilding up a nuclear 
capability for defence against external 
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The objective is that wherever resources 
are limited and a choice is involved — 
if you remember, this is the definition 
of economics as given by Prof Lionel 
Robbins — it is possible to make an 
intelligent choice on the basis of objec¬ 
tive facts and given assumptions. 

As we seek to develop industry, this 
problem of choice becomes more compli¬ 
cated. In 1951, India had so little in¬ 
dustry that any industry that was estab¬ 
lished appeared profitable. Today, 
even when the country is further in¬ 
dustrialised, the choice of more indust¬ 
ries appears restricted and is more 
difficult to make. It is here that the 
role of financing institutions becomes 
crucial. In the future too, new in¬ 
dustries like petrochemicals and elect¬ 
ronics, will come up. Gujarat is the 
home of natural fibre industry, and it 
will expand increasingly into artificial 
fibres. Moreover, in increasingly com¬ 
petitive industrial conditions, selection 
of industrial projects and their financing 
will become more complex. A finance 
institution cannot stand still; its techni¬ 
ques and its judgment have to take into 
account the emerging situation in an 
economy. It is in this context that I 
welcome the attempt of GSFC to im¬ 
part management training to its staff. 


threats. It is significant that several of 
them favoured India going nuclear. 

What is the essence of this debate? 

The crux of the problem, I suggest, 
is the idea that the Government of 
India has cultivated a belief for some 
months that China is unlikely to launch 
a nuclear attack on India and, there¬ 
fore, it is unnecessary for us to spend 
crores of rupees in building up a nuclear 
capability. Since the government has 
not taken the country into confidence 
on the basis of this belief, public opinion 
will continue to be worried with the 
question of security of the nation. It 
is interesting that 73 per cent of the 
public opinion poll taken on the sub¬ 
ject supports India going nuclear. 1 
I have reason to think from my own 
observations that the trend indicated by 
the public opinion poll is right, and it 
is unlikely to be of the same character 
as the “success" polls for Wilson. 

The question whether China is likely 
to launch a nuclear attack On India may 
be discussed, I suggest, under two heads: 
Political and Military. 

, (i) Political: Has China any expan¬ 
sionist ambifionk? Students hr Chinese 
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history know that from time immemo¬ 
rial, the Chinese considered China the 
centre of the world and the peoples 
living around it barbarians worthy 
only of being China’s vassals. It is 
significant that praises of the achieve¬ 
ments of China's empire builders have 
been a regular feature of the Chinese 
press; even as late as 1961, Prof. Lin 
Ta-nien eulogised Manchu Emperor 
Kanghsi for having built an empire 
“stretching to the Pacific in the 
east, the South Sea Islands in the 
south, the Himalayas in the west 
and Siberia in the north’’. In The 
Chinese Revolutionaries and the Com¬ 
munist Party of China (1939) Mao wrote 
that the seizure by the imperialists of 
“many states situated round China” 
and enjoying “China’s protection” was 
a tragic loss for China. The “Chinese 
territories taken away by imperialism” 
are specified in a map in the Concise 
History of Modern China (1954) as the 
Mongolian People’s Republic, Korea, 
Vietnam, Laos, Cambodia, Burma, 
Malaya, Thailand, part of India, the 
Kyu Kyu Islands and the Philippine 
archipelago of Sulu. 

Danger for India 

We know to our cost the invasion 
of 1962 and the present stalemate, 
and that the Colombo Proposals 
have not yet been accepted, by 
China. Chinese agents* are busy in 
Nagaland, Sikkim, Bhutan and Nepal. 
The Hew Times * has written that, 
“following a policy of setting one nation 
against another, the Maoists rejoiced 
over the Indo-Pakistani conflict, fulmi¬ 
nated against the Tashkent declaration 
and are now doing everything possible 
to hinder normalization of Indo-Pakis¬ 
tani relations.” The expansionist po¬ 
licy of China is clearly fraught with 
great danger to India’s security. 

(ii> Military: That China’s nuclear 
development will be of the super-power 
status by 1980 is now admitted by ex¬ 
perts. Already the Institute for Strate¬ 
gic Studies, London, has estimated that 
China’s stocks of fissile material might 
be sufficient for about ]Q0 atomic bombs 
of 20 KT yield each or “a smaller amal¬ 
gam of both hydrogen and atomic 
varieties.” The Indian Institute for De¬ 
fence Studies and Analysis has in a re¬ 
cent paper cited a report to the effect 
that “as for the Chinese 1CBM pro¬ 
gramme, the report says that with the 
experience already acquired with 
1RBM, there is no reason, to believe 
that the Chinese cannot in time develop 
and deploy an ICBM.” Will she use her 
nuclear weapons? The only relevant 
answer is the well-known one given by 
President Truman with reference to 
the USA, in his clarifying statement 
after his press conference on November 
30,1950 (after the United Nations forces 
crossed the 38th Parallel and Chinese 
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volunteers joined the forces of North 
Korea) “consideration of the use of any 
weapon is always implicit in the very 
possession of that weapon." It is true 
that after Hiroshima and Nagasaki* 
in 1945, the atom bomb has not been 4 
used; but its use has been threatened; 
the most well-known of such threats 
was in the Cuba affair (October 1962) 
with consequences all of us know. It 
is true also that the primary value of 
the possession of nuclear weapons has 
been in its deterrence and its political 
“blackmail value”; but none can say 
that they will never be used. Here is an 
extract from a speech by a Chinese lea¬ 
der P'eng on August 22, 1956; 

America possesses atomic 
weapons and is threatening us 
with them. But we are not afraid 
of atomic warfare. Why? Because 
China has 600 million people. 
Even if 200 million people were 
killed by atomic weapons, 400 
million people would still survive. 
Even if 400 million people were 
killed 200 million would still 
survive. Even if 200 million 
survived, China would still con- 
titutea big country of the world. 
Furthermore, these 200 million 
people will absolutely not surren¬ 
der. Therefore, at the end America 
will lose the war. 3 

This analysis takes us to the position 
that (i) the possession of nuclear wea¬ 
pons has an invaluable political value, 
and (ii) the danger of a nuclear attack, 
in the absence of a retaliatory possibi¬ 
lity, cannot be entirely ruled out. 

What then is India to do? 

Basic Facts 

There are certain facts which have 
to be stated, before we pass on further. 

(i) India has kept the option to make 
nuclear weapons by not signing the 
Non-Proliferation Treaty; this is a 
correct decision. 

(ii) India has repeatedly proclaimed 
that she will not make the ‘atom bomb* 
— quite an unnecessary exercise. For 
the question may be asked how many 
countries believe this? A recent article 
in the Bulletin of the Atomic Scientists 
(January 1970) is significantly headed 
“India Contemplates the Bomb.” 

(iii) Pakistan and Peking China loo 
have not signed the treaty. The effect 
of this is that China is not bound to res¬ 
pect the provision in the NPT asking 
nuclear powers not to transfer nuclear 
weapons to non-nuclear weapon na¬ 
tions. Pakistan is closely allied to 
China; and a collusion between them 
is quite on the cards, because both 
are unfriendly to India. 

This assumes that Pakistan will not 
herself go in for manufacture of nuc- 


clear weapons. It is known that Pakis¬ 
tan has high-grade ores available with-, 
in the state; whether in her wisdom she 
will decide to manufacture nuclear 
weapons is not known. 

For myself I am inclined to think, as 
a student of international relations, that 
since the world respects strength, it 
will be advisable for India to go in for 
nuclear weapons. 

The objections raised against India 
going nuclear are not, in my view, seri¬ 
ous: for the basic question is, if the 
possession of nuclear weapons is neces¬ 
sary for survival, other considertions 
will take second precedence. I have 
seen three objections raised; economic, 
moral and political. 

(i) According to the report of a 
UN Expert Committee, the cost of a 
modest nuclear capacity, represented 
by a force of from 30 to 50 jet bomber- 
aircraft together with 50 medium range 
missiles of the 3,000 km. range in soft 
emplacements and 100 plutonium war¬ 
heads acquired and deployed over 10 
years would be at least Rs 1,275 crores 
averaging Rs 127.5 crores annually. 

Western Estimates Questioned 

The report said that the cost of 
a small, high-quality nuclear force re¬ 
presented by a force of from 10 to 15 
bombers during the first stage and ex¬ 
tended during the second stage to in¬ 
clude from 20 to 30 thermo-nuclear 
weapons, 100 intermediate range mis¬ 
siles and two missiles launching nuclear 
submarines would amount to Rs 4,200 
crores, averaging Rs 420 crores a year. 
Experts in India have questioned the 
validity of western estimates for the 
manufacture of nuclear weapons. They 
argue, for instance, that the cost would 
be much less in India where nuclear 
technology had reached a certain point 
of development; if it had its own plu¬ 
tonium stockpile as a by-product of its 
reactors, the cost for making tactical 
nuclear weapons would be much less. 
True, our current agreement with 
Canada makes it impossible to use the 


existing plutanittm stockpile for making 
nuclear weapons; but as the Bulletin of 
the Atomic Scientists,* already cited, 
points out, India has decided to const¬ 
ruct its fourth large reactor at Kalpsk- 
kam in Madras without commitments to 
any foreign state or agency, and “India, 
can already produce a large percentage 
of the components for the Kalpakkam. 
reactor and Kalpakkam in turn, could 
produce a significant quantity of plu¬ 
tonium, perhaps enough for 40 bombs 
a year.” Indian experts also cite the late 
Bhabha’s broadcast of Octobr 24, 1964; 
‘‘A stockpile of some SO atomic bombs 
would cost under Rs 10 crores and a 
stockpile of 50 two megaton hydrogen 
bombs something of the order of Rs 
15 crores. 

Small Expenditures 

These expenditures are small 
compared with the military budgets 
of many countries. We may, there¬ 
fore, well have to reckon with a 
number of countries possessing nuclear 
weapons within the next five or 10 
years, unless some important and tangi¬ 
ble steps are taken towards disarma¬ 
ment.” Besides, Dr Sarabhai announc¬ 
ed in January this year the discovery of 
rich uranium deposits in Bihar; this 
new discovery, it is hoped, will revolu¬ 
tionise the economics of atomic power 
production in India. 

Without, however, assessing the 
opinions of these various experts, it is 
sufficient to say that Rs 150 crores a 
year for next 10 years should be 
within India’s means, when the question 
of survival of the nation is at stake. 

(ii) The moral argument may be 
briefly stated and dismissed. India has 
so long been the champion of peaceful 
means of settling international disputes, 
and in favour of disarmament; her 
taking to the production of nuclear 
weapons will be taken amiss by nations. 
This argument has no value, so long 
as India spends some 50 per cent of her 
central budget on defence. 

(iii) The political argument is: could 
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One can make any kind of statement about a 
vast continent such as the United States with¬ 
out being wholly incorrect, but jt would take 
more than a few weeks* study of political and 
economic affairs of that country to be able to 
venture any generalizations that can stand the 
testoftime. The bout o£|iberalism that charac¬ 
terizes recent legislationln Congress is perhaps 
not wholly unexpected. But who a few months 
ago would have believed not only that Con¬ 
gress would ratify the Bretton Woods Agre- 
meat®, liberalize the lending facilities of the 
Export-Import Bank and authorize the Presi¬ 
dent to reduce tariffs by fifty per cent, but that 
the administration would win such resounding 


victories without having to fire a single shat'? 
The harvests of Roosevelt*® astute strategy are 
being reaped by President Truman. Indeed, 
the Congress Is ready to yield at once to Presi¬ 
dent Truman, what it would have given only 
after a great fight from the opposition. The 
United Nations Charter will be ratified within 
the next fortnight by the Senate and will go 
thereafter to the President for signature.' But 
these eaay successes by fire Administration must 
be tempered by the knowledge that thisjesture 
by Congress is possible only hafttmue Truttiati 
may be trvwteo to follow MW«erv«Jv» fight- 
wlof pofiey conforming with the yfeweaftte 
ton progressive forces in the coon tty. 
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not India depend upon the nuclear un- 
brella provided by friendly powers like 
the USA and the Soviet Union. “Ame 
rican and Russian assistance for India 
are extremely likely even in the event of 
a conventional attack. Indeed, Indian 
defence plans currently can be retrenched 
as assuming a great probability for such 
moral and material support from the 
outside world in the event of a Chinese 
attack.”* But when the Indian govern¬ 
ment in 1967 sent high-level missions to 
sound out Moscow and Washington 
on the nature of future guarantees, both 
super powers, it is now known, were far 
from definitive in the assurances offered. 
The value of assurances of the kind is 
also open to question in the shifting 
sands of international politics, for 
instance, China might be friendly with 
USA a few years hence. Besides, using 
the nuclear umbrella also implies that 
you are dependent on another state for 


your security. An independence lov¬ 
ing people, who have been the pioneers 
of a non-alignment policy in order 
primarily to preserve their political 
independence, are unlikely to like an 
umbrella. 

To conclude, it is an old adage: Time 
and Tide wait for no man. The Indian 
people are, by and large, for a modest 
nuclear programme so that they arc not 
ajsain caught unawares. 
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The Myth of Tata “Zamindari” 

R. V* MURTHtY 


At a time when there is general agree¬ 
ment that we must produce more and 
more steel and steel products in this 
country and wc have also all the requi¬ 
site capacity (or rather the nucleus) for 
the purpose — Bhilai steel plant (2.5 
million tonnes), Rourkela (1.8 million 
tonnes), Durgapur (1.6 million tonnes), 
TISCO (2.0 million tonnes), IISCO 
(1.0 million tonnes)— it is indeed 
tragic that the production of steel 
and steel products is not going 
up. Perhaps it would be accurate to 
say it is not being allowed to go up. 
Yes, what else docs it mean if trade 
union rivalries and fantastic labour 
demands are allowed to stall production 
both in public sector and private sector 
steel projects, if government refuses to 
allow (or make impossible) expansion 
schemes for steel and steel products in 
the private sector units by not releasing 
the required foreign exchange and not 
offering a reasonable price and if the go¬ 
vernments of states where these private 
sector units are located do everything 
possible to make the position of the 
latter uncomfortably hot? 

Take, for example, the Tata Iron and 
Steel Company Ltd at Jamshedpur 
(visited recently by pressmen from all 
over the country), fs it the fault of Tatas 
that they put India on the world's steel 
map some 60 years ago and did Bihar 
the unique honour of locating their steel 
plant (and India’s first one) in that 
state? Otherwise, how can one explain 
Bihar government’s policy of giving 
the dog a bad name (by dubbing 
Jamshedpur as “Tata’s Zamindari’") 
and trying to hang it Iby deleting section 
2(b) f t»m the Bihitr Land Reforms Act 


1950 which an earlier government delibe¬ 
rately added with the specific purpose of 
exempting land acquired for industrial 
purposes from the mischief of the Act 
as contemplated by a few misguided 
politicians]? 

Tata “Zamindari" is simply a politi¬ 
cal myth which is sought to be exploited 
by some self-seekers. It is (as is only to 
be expected) the communists, when they 
had the first opportunity of being mem¬ 
bers of a coalition government in Bihar, 
who raised the cry of ending what they 
mischievously termed as the “Zamindari 
rights of Tatas in Jamshedpur." Even 
allowing for the open hostility of com¬ 
munists towards a big industrial house 
like Tatas, it seems incredible that any 
well-intentioned government could go 
so far as to create unnecessary problems 
for an industrial organisation that has 
stood by the country and thereby cause 
incalculable harm both to industrial 
workers and to the country’s industrial 
production. 

Yet that is precisely what has 
happened. Had Tatas got their 
Jamshedpur complex from Lord Corn¬ 
wallis under his scheme of Permanent 
Settlement, it could perhaps have been 
so described. But Tatas got all the 
land they now have on payment of full 
price under the Lund Acquisition 
Act, and have also surrendered to 
the Bihar government about 600 
acres of land at the same rate at 
which land was acquired by the govern¬ 
ment for Tatas, i.e. at the rate of Rs 125 
per acre, as against the prevailing mar¬ 
ket rate which is believed to be some 
seven lakh rupees per acre! No one 


calls Bhilai, Rourkela or Durgapur 
which own 28,500 acres, 19,600 fcefes 
and 16,000 acres, respectively (in¬ 
cidentally, each of these is more than 
what Tatas have) Zamindari. 

Now, what will be the effect of delet¬ 
ing section 2 (b) from the BLR 

Act? More particularly, will it affect 
the working of Tatas’ industries? Per¬ 
haps not today, certainly not directly, 
but it will soon lead to the develop¬ 
ment of an environment that is hardly 
conducive to the continuance of the 
present planned, orderly and healthy 
development of Jamshedpur which has 
justly earned the reputation of being 
one of our few (so few indeed that one 
can count them on the fingers of 
one’s hand) finest cities. It is an ideal 
city and, what is more, a living legacy 
created meticulously along the lines 
conceived by Jamshcdjee Tata at the 
turn of the century. If his greatness 
lay in being at once a visionary 
and a pragmatist, the greatness of those 
that have followed him lies in faithfully 
following his detailed guidelines. It is 
amazing how he could think, over six 
decades ago, of the many things that 
strike even many of us of this generation 
as utterly modern today. To do any¬ 
thing to set the clock back, as any inter¬ 
ference with the plans of Tatas in so 
far as the development of Jamshedpur 
goes is bound to be, would be to do 
violence to the sacred memory of this 
inspired Indian industrial pioneer an 
unpardonable crime for which those 
responsible would have to answer at 
the bar of history. 

Unsavoury Consequences 

When asked by pressmen to spell out 
the consequences of the application of 
the recently amended BLR Act, Mr R.S. 
Pande, Resident Director, stated that 
while, on the one hand, it would make 
it impossible for the steel company to 
maniiain the industrial township ’of 
Jamshedpur, on the other, it would 
amount to a sedulous attempt to con¬ 
vert what is admittedly a beautiful town¬ 
ship into slums and squatters* colonics 
which the next-door areas — Jugslai 
and Mango that are under the Bihar 
government’s administration are in fact. 
Even the 600 acres of “agricultural land" 
which Tatas allowed to be cultivated as 
part of the country’s Grow More Food 
campaign and which, under the state's 
tenancy legislation, subsequently came 
to be vested in the Bihar government, 
is a striking contrast to the steel town. 
It is a pity that, although inside Jamshed¬ 
pur, Tatas cannot do anything about it, 
because they have no control over the 
area. The anxiety of Tatas to preserve 
the image of Jamshedpur as an ideal 
city is, therefore, understandable. No 
wonder that even a former Chief Minis¬ 
ter of Bihar — Dr Sri Krishna Sinha 
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— used to scorn any idea of meddling 
with the TISCO lands* in Jamshedpur 
remarking that he did neft wish to see 
another Patna created out of Jamshed¬ 
pur, “the pride of not only Bihar but 
of India." 

What is likely to happen if the un¬ 
warranted deletion of section 2 (b) of 
the BLR Act is allowed to take effect 
docs not concern Tatas or Jamshedpur 
only. A pernicious move such as this 
has an enormous built-in potentiality 
for mischief. It could be invoked in 
respect of any industrial estate not only 
in Bihar but even in other states. If 
only for this reason, it ought to be 
strongly resisted to nip the mischief in 
the bud, and we are glad Tatas have de¬ 
cided to challenge the move. 


Oni oi the important aspects of the 
institutional growth in almost all the 
countries of the present-day world is 
the growth of their trade unions, much 
more so in industrialising economies. 
The world labour movement has made 
considerable headway during the intcr- 
war and post-war periods. The forma¬ 
tion and the development of trade unions 
have, however, not always been 
smooth sailing. In their wake, they 
have generated strains and stresses and 
have created, as well as encountered, 
numerous problems one of which being 
that of their recognition itself. Need¬ 
less to say that the question of recogni¬ 
tion of a union is fundamental to the 
fruitful existence of the institution. 
Recognition provides a formal basis 
for collective bargaining between the 
employers and employees. It is an 
essentia] prerequisite for healthy labour- 
management relations. 

The problem is relatively simple where 
there is only one union claiming recog¬ 
nition in a unit or area. But it becomes 
difficult and complicated in the 
face of several rival unions putting 
forth claims. It becomes particularly 
vexed and controversial when the 
rival groups are directly or indirectly 
connected with the political parties, 
as is largely the case in India, and 
may, at times, give rise to serious 
and long drawn out industrial disputes. 
The long work stoppage in the engineer¬ 
ing concerns of Jamshedpur can be men¬ 
tioned as the most recent example of 
one of such disputes in India. 

Some of the important issues connec¬ 
ted with the problem of union recogni¬ 
tion that may deserve our attention may 
be listed thus: why recognise at all; 
what is to be the recognised status; 
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There is yet another consideration, 
namely the repercussions of this policy 
on the future industrialisation of Bihar 
itself. God has endowed Bihar (“in one 
of his absent-minded moments”, as one 
high Tata official cynically put it) with 
the richest mineral wealth that any state 
in India can claim, and several more in¬ 
dustries are badly required to exploit 
all this hidden wealth. The need of 
the hour, then — and especially after 
what is happening to Bengal — is to do 
everything possible to attract industry 
and not to frighten it by shaking the 
confidence of any prospective entre¬ 
preneur in the manner in which the pre¬ 
sent Bihar government has chosen to 
act. None but the perversely short¬ 
sighted can close their eyes to these 
realities of the situation. 


should there be any conditions to be ful¬ 
filled by the union in order to be eligible 
for recognition; who is to be recogni¬ 
sed, union as a body or ‘individual’ 
as workers representatives, what 
is to he the unit of bargaining; 
what procedure is to be followed for 
according recognition to one out of 
several rival unions; for how long should 
the recognition hold good and; what 
are to be the respective rights and obli¬ 
gations of recognised and not so recog¬ 
nised unions? An attempt is made in 
this article to discuss these questions in 
the context of the Indian situation. 

Before taking up the above issues, 
however, it would be of advantage to 
briefly explain the present position with 
regard to them and related matters in 
India. The first and the most obvious 
fact of the situation is the plurality of 
unions within given organising units. 
The Indian Trade Unions Act, 1926, 
permits any seven or more employees 
to form a union. Any number of such 
unions can be registered in the same 
organising unit under the Act provided 
they fulfil the prescribed conditions in 
the Act. This statutory ease has to 
such an extent facilitated the formation 
of rival unions that there have, at times, 
been proposals for imposing legal restric¬ 
tions on the number of registered unions 
within a given unit, area or industry. 1 

By another provision in the same Act, 
outsiders — those who are not actually 
employed in an industry for which the 
trade union is being formed — can be¬ 
come its office-bearers up to a maximum 
of one-half of the total number. This 
provision along with the historical inte¬ 
rest that political parties in India 
have taken part in the country’s 
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labour movement ever since its be¬ 
ginning, has contributed to the for* 
mation of rival unions not on the 
basis of craft differences but on the 
basis of political and personal diffe¬ 
rences. The division of the movement 
into four recognised national centres — 
INTUC, A1TUC, HMS and UTUC 
— primarily on political and ideological 
grounds is too well-known to be men¬ 
tioned here. Some more national fede* 
rations, such as the Hind Mazadoor 
Panchayat and Bharatiya Mazdoor 
Sangh, have been claiming recognition 
for quite some time. Throughout its 
history rifts within the country’s labour 
movement, whenever they have taken 
place, have been caused by political 
differences. More recently an almost 
imminent rift within the A1TIJC has 
been hinted by its General Secretary. 2 
These political divisions at the national 
level have percolated to the stare, in¬ 
dustry and unit levels also. 

No Central Legislation 

Except for the statutes in a few states 2 
and the Code of Discipline, there is no 
central legislation providing for recogni¬ 
tion of unions. The Trade Union 
(Amendment) Act, 1947, and the In¬ 
dustrial Relations Bill, 1950, both of 
which provided for compulsory recog¬ 
nition of representative unions, were 
either not enforced at all or never be¬ 
came law. The result is that the re¬ 
cognition of unions has so far been 
largely voluntary. The Code of Dis¬ 
cipline 4 adopted by the Indian Labour 
Conference in 1958 and ratified by all 
the central organisations of employers 
and workers, seeks to impose certain 
obligations on managements and unions. 
One of the obligations of management 
is to accord recognition to a union which 
fulfilled the criteria appended to the 
Code. It has also outlined the res¬ 
pective rights of unions recognized as 
representative unions and of those not 
so recognised. 5 Where there are several 
unions in an industry or establishment, 
the Code provided that the one with 
largest membership should be recog¬ 
nised, the implication of this provision 
being the use of membership verifica¬ 
tion method for the purpose. The 
details of such a procedure were further 
spelled out by the Government of India 
in 1960 and were subsequently agreed 
to by the central workers’ organisations. 
But, as mentioned earlier, the Code is 
only a moral and voluntary measure and 
has no legal sanction behind it. 

In terms pf the questions posed the 
present position may, therefore, be 
summarised as under: 

(a) Recognition of unions, particu¬ 
larly their recognition as representative 
unions, has been considered desirable 
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as a solution to the problem of multipli¬ 
city of unions in the same bargaining 
unit. In certain limited spheres and 
areas (in a few states) this has been done 
through legal enactments and only 
voluntarily through the Code of Dis¬ 
cipline, in the country as a whole. 

(b) Theoretically, recognition may 
be accorded to a union for giving it 
varied status. All operating unions in 
an undertaking may, for instance, be 
formally recognised as ‘recognised' 
unions by the employer. Some of the 
stale laws also contemplate various 
types of recognised status. The Maha¬ 
rashtra and Gujurat acts, for example, 
provide for ‘representative' union, 
‘quafified’ union and ‘primary’ union. 
The MP act, likewise, provides for 
‘approved’ unions in addition to ‘re¬ 
presentative’ unions. But since recogni¬ 
tion of a union, in the context of its 
role in industrial relations, should nor¬ 
mally mean recognition as representative 
union alone, i.e., as a union which 
has a right to negotiate with the em¬ 
ployers the terms and conditions of 
employment on behalf of the employees, 
we would, in our discussion, be con¬ 
fining ourselves only to this form of re¬ 
cognition. The Code of Discipline has 
also contemplated only this form of 
recognition. 

(c) The Appendix to the Code pres¬ 
cribes criteria for recognition of unions. 
Under it, only that union can be recog¬ 
nised as a representative union for an in¬ 
dustry in a local area which has a mem¬ 
bership of at least 25 per cent of the 
workers of that industry in that area. 
For similar recognition in an establish¬ 
ment this minimum is 15 per cent. 
Membership is to be counted only of 
those who had paid their subscriptions 
for at least three months during the 
period of six months immediately pre¬ 
ceding the reckoning. Only unions 
which observed the Code would be en¬ 
titled to recognition. 

(cl) The ‘union’ as a body, and not 
individuals, is to be granted recogni¬ 
tion. 

No Specific Provision 

(c) So far as the bargaining unit is 
concerned, there is no specific proxision 
or practice in the law and the Code. Bv 
implication at least two types of bar¬ 
gaining units have been contemplated, 
viz, the ‘establishment’ and the 
‘industry-cum-rcgion*. Nor has any 
attempt been made to spell out the va¬ 
rious considerations that should weigh 
for determining an appropriate bar¬ 
gaining unit. As such, the matter is 
mainly left at the discretion of the 
I a bo u r a d m inisl ra t io n . 

(f) Both under the Code and the state 
acts that union, out of the several unions 
claiming recognition, has to be recog¬ 
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nised which has the largest member¬ 
ship as verified by the Labour Com¬ 
missioner. 

(g) The Code does not comtcmplate 
a challenge to the status of a recognised 
union for a period of two years. If a 
union has been recognised, there should 
be no change in its position for the 
period in the interest of ensuring some 
measure of stability to industrial rela¬ 
tions. 

(h) A number of rights were agreed 
to be granted to the unions recognised 
under the Code at the 20th session of the 
Indian Labour Conference in 1962. 
These included the right to raise issues 
and enter into collective agreements 
with employers, to collect membership 
fees from its members within the pre¬ 
mises of the undertaking, to put up 
notices there, to process grievances of 
vvorkers and to nominate its representa¬ 
tives on the various committees such as 
the Grievance Committee, Joint 
Management Council, Production Com¬ 
mittee, Welfare Committee, etc., set 
up by the management. Since the re¬ 
presentative union is intended to be the 
sole bargaining agent for the appropri¬ 
ate unit, it is generally conceded that 
the unions not recognised as such and 
yet operating in the given unit should 
not have any right in the matter. The 
24th session of the Indian Labour Con¬ 
ference in 1964, however, agreed to give 
to such unions the right to represent 
individual grievances relating to dis¬ 
missal and discharge or other discipli¬ 
nary matters affecting their members. 

Statutory Recognition 

The National Labour Commission 
(NLC) has suggested several means for 
strengthening trade unions. One of 
these is the statutory recognition of 
a representative union by the em¬ 
ployers who should deal with it as the 
sole bargaining agent. The minority 
unions have not been accorded any 
bargaining powers but have been given 
scope to represent dismissal cases 
before tribunals. On the question of 
the procedure for recognition of unions; 
however, the commission is indecisive 
and has left it on the discretion of the 
proposed Industrial Relations Com¬ 
missions (1RC) to choose between ballot 
and membership-verification in each re¬ 
cognition dispute between rival unions. 
'E\en this recommendation could not be 
unanimous and largely reflects a com¬ 
promise attempt in the face of strong 
JNTUC resistance to the ballot method. 
Four labour members on the commis¬ 
sion, in a note v>f dissent, have question¬ 
ed the wisdom of allowing a decision on 
the issue to rest with discretion of the 
IRC’s instead of allowing it to be deter¬ 
mined on the basi> of paid membership 
figures. 

While some of the above matters are 
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relatively simple and straight and not 
so controversial, much controversy per¬ 
sists with regard to some others. |fer- 
haps the most complicated and also 
those on which opinions seem host di¬ 
vided are those of the criteria and the 
procedure for recognising representa¬ 
tive unions. 

Why Recognise? 

Although the law of the land has, till 
now, not made it obligatory on the part 
of employers to recognise representative 
unions as the sole bargaining agents 
of their employees, there appears almost 
complete unanimity about the need to 
do so now. It may be recalled that 
even in the state acts referred earlier, 
the obligation is not on the employers 
to recognise a representative union but 
on the registrar of trade unions to re¬ 
gister that union as representative union 
which satisfies certain conditions laid 
down in the respective acts. But now, 
as noted earlier, the NLC has made 
a unanimous recommendation for 
statutory recognition of representative 
unions. This is in conformity with the 
avowed objective of ‘one industry one 
union’. It will tend to establish stable 
bargaining relationship between the 
employers and workers in a situation of 
multiplicity of unions. By opening 
channels of communication between the 
workers and employers it will prevent 
the occurrence of many disputes and 
would help settle those that do come up 
more speedily through negotiation and 
voluntary arbitration. Peaceful and sta¬ 
ble industrial relations will be of help 
in planning ahead and improving pro¬ 
ductivity. 

Employers have, at times, experienced 
difficulty and have observed that recog¬ 
nition of one union creates jealousies and 
heart-burning and makes the employer’s 
position untenable. They have also 
occasionally been charged for partiality 
and favouritism shown to a particular 
union and have, therefore, used it as an 
argument not to recognise any, 6 Such 
difficulties, it may he mentioned, do not 
obviate the need for recognition as such. 
Basically they arise from lack of faith 
in the. procedure for recognition. If 
recognition is made statutory and the 
procedure adopted for doing so is such 
as does not leave it on the discretion or 
choice of the employers (or of anybody 
else for that matter) and in which the 
workers have confidence, there would be 
no scope for such difficulties. Some 
amount of dissatisfaction can, of course, 
be reasonably expected within the los¬ 
ing union. But in case the union is 
convinced of the impartiality of the 
whole procedure, it would have no 
grouse to throw its blame On this or 
that person. 

It has further been argued on the part 
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of the employers that “even when the 
employer has recognised a union there 
is no guarantee that the recognised union 
will be able to deliver the goods on be¬ 
half of all workers or that the union 
will abide by the contract.” 7 The vali¬ 
dity of this argument also derives its 
strength from the criteria of recognition 
being fixed in a manner that a union 
which does not have ‘majority’ follow¬ 
ing in the relevant bargaining unit might 
be recognised as reprerentative union. 
This, therefore, is a factor which must 
be considered while deciding about the 
criteria for recognition. 

Bargaining Unit 

Once wc accept the need and the 
importance for statutory recognition 
of representative unions by employers, 
the question — whom to represent — 
naturally arises. Should the union be 
granted sole bargaining right on behalf 
of workers employed in an establish¬ 
ment, an industry, ah industry-cum- 
region or what? Should it speak for 
*air workers in the above segments or 
could separate units be recognised for 
different categories of employees on 
the basis of their craft or other differen¬ 
ces? An appropriate bargaining unit 
is a must for clear jurisdictional demar¬ 
cation. At the same time, no such 
demarcation can be uniformly and 
rigidly made. Of necessity, it will 
have to be different in the case of diffe¬ 
rent industries, units, regions, etc., 
depending on various relevant consi¬ 
derations. So also there has to be some 
amount of flexibility in order to permit 
change in accordance with changing cir¬ 
cumstances. The agency that would be 
charged with the responsibility of de¬ 
fining and delimiting the bargaining 
units shall also have to be such as will 
inspire confidence among the parties or 
else charges of manipulations with a 
view to favouring one as against other 
would be difficult to avoid. 

As pointed out earlier, the existing 
situation in India in the matter is that 
it has been mainly left at the discretion 
of the relevant labour administration. 
Even the Code of Discipline contains 
provision for a representative union for 
an ‘industry in an area’ without specify¬ 
ing any criteria for identifying the in¬ 
dustry or area for the purpose. In 
Madhya Pradesh such area cannot ex¬ 
tend beyond a revenue district which 
* in itself cannot be considered satis¬ 
factory simply because it will rule out 
the possibility of a bigger unit even 
where it is otherwise warranted by 
circumstances. 

In the United States the determina¬ 
tion of what constitutes an appropriate 
bargaining unit is left to the National 
Labour Relations Board. The Board 
decides each case on its merits but 
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groups the facts determining its bar¬ 
gaining unit decisions around two basic 
criteria 8 — the history of collective 
bargaining if any and the mutuality 
of interests of employees. In the first 
group are such factors as the past re¬ 
lationship between unions and em¬ 
ployees, the unit covered by such re¬ 
lationships, the jurisdictional rules of 
the unions and past unsuccessful efforts 
of self-organisation. 

Around mutuality of interests, fac¬ 
tors such as geographical location, 
manner of wage payment, compara¬ 
bility of wages, working conditions, 
etc., are considered. These considera¬ 
tions have, in practice, led to the for¬ 
mation of various types of bargaining 
units such as employed unit, craft unit, 
plant unit and so on. The industrial 
relations commissions, as proposed by 
the NLC, will be the most appropriate 
body in India to determine questions 
regarding bargaining units. Independent 
of the executive, they will inspire 
enough confidence among the parties. 
They would also ensure the required 
flexibility of approach in deciding each 
case on merit. They could consider 
the history and the type of workers' and 
employers' organisations, the past his¬ 
tory of collective bargaining, if any, 
the nature and the type of workers in¬ 
volved, geographical factors, etc., in 
arriving at a decision for the purpose. 


Criteria and the Procedure 

The most controversial aspects of the 
problem of according representation re¬ 
cognition to trade unions in India have 
been the determination of the criteria 
and the procedure for such an action. 
Nobody questions the view that in a si¬ 
tuation in which more than one union 
might be claiming recognition in a given 
bargaining unit, the one with the largest 
following or support should be recogni¬ 
sed. But difficulties creep up immedia¬ 
tely as one tries to establish the actual 
procedure of doing so. The difficulties 
mainly assume the form of two ques¬ 
tions: (i) how to determine that the 
union ‘X’ has the largest following, and 
(ii) should there be any other conditions 
(other than the largest following) which 
a union should satisfy in order to be 
eligible for such recognition? In a way, 
both the questions are interrelated. For, 
if it is provided that only a union which 
has the support of at least 30 per cent 
of the concerned employees can be re¬ 
cognised as representative union and 
none of the contesting unions is able to 
get the required 30 per cent votes in the 
certification election (if ballot is the 
method) will it or will it not be so 
recognised? 

In the context of the Indian situation 
certain conditions, other than the lar¬ 
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gest following, appear desirable. Firstly, 
in order to prevent the mushroom 
growth in the number of trade unions 
immediately before or at the time when 
a decision has to be made about re¬ 
presentative status, it may be necessary 
to prescribe a minimum period of exis¬ 
tence after registration for each union 
to be eligible to participate in the deci¬ 
sion-making process. This may reason¬ 
ably be put at one year as it is in the 
Code of Discipline and as supported by 
the employers also. 9 Secondly, unions 
that have indulged in an unfair labour 
practice during the preceding 12 months 
should be debarred from such partici¬ 
pation. 

Unfair Practices 

What constitutes unfair labour prac¬ 
tice should be defined in the law on 
the basis of a consensus arrived at the 
Indian Labour Conference. Since the 
Code of Discipline is based on such a 
consensus, it may be of advantage to 
adopt the unfair practices as outlined 
in it for this purpose. Thirdly, in view 
of a multiplicity of unions it may be 
necessary, by some means, to avoid a 
situation wherein a union which has the 
support of a very small proportion of 
workers in the bargaining unit may be 
recognised as representative union. 
This is necessary because the union’s 
job is not merely to bargain but also to 
secure effective implementation of what 
has been agreed upon on the part of the 
workers. If a union with only about 15 
to 20 per cent of the workers’ support 
becomes a representative union, it might 
not only weaken its bargaining strength 
but might also create problems in the 
way of securing acceptance and comp¬ 
liance of the bargained agreements. 

The requirement of a minimum sup* 
port should be ensured whether it is 
‘membership verification* or ‘secret 
ballot' that is adapted as the procedure 
for ascertaining the eligibility for re¬ 
presentative status. In the former, it 
would be a minimum percentage of 
‘membership' and in the latter similar 
minimum of ‘votes'. It might be argued 
that when there is no such required 
minimum in the case of persons elected 
for a state assembly or Parliament (and 
a person can represent a constituency 
even if the percentage of the total votes 
polled by him may be quite low) why 
should it be so in the case of a union? 
The reason is obviously the peculiar 
nature of union functions as pointed 

out above. 

« 

Now the question arises as to what 
should be this minimum?- In the United 
States a union must receive a ‘majority* 
of the valid votes cast in order to be 
certified as exclusive bargaining re* 
presentative. Initially it was the ma¬ 
jority of ail eligible voters. But then the 
NLRB changed it as it was found that 
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inspired coercion to keep empoyees 
from voting. The implication of the 
‘majority’ is more than 50 gpr cent. It 
could work satisfactorily in the United 
States because the number of contesting 
unions was hardly ever more than two. 
It will not be realistic to keep such a 
majority condition in India where there 
are normally 3, 4 or even more con¬ 
testing unions in a typical situation. 
At the same time, if once we leave the 
‘majority’ requirement, there is no 
obvious sanctity behind any other 
‘minimum-support’ requirement. How¬ 
ever, the continuance of the require¬ 
ment of at least 25 per cent membership 
of the workers, as adopted in the Code 
of Discipline and state acts, may be 
advisable. 10 This requirement should 
hold good for all bargaining units and 
no lower percentage should be accept¬ 
able even in the case of an establish¬ 
ment. The percentage should be based 
on the total valid votes cast in case of 
‘ballot’ and total number of workers in 
that of ‘membership’ verification. 

Membership vs Secret Ballot 

A lot has been said both for and 
against membership verification and 
secret ballot as methods for ascertaining 
eligibility of unions for granting them 
representative status. As is well known, 
Indian National Trade Union Congress 
(INTUC) has all through been for mem¬ 
bership verification, while the other 
trade union centres have been demand¬ 
ing secret ballot. The Council of In¬ 
dian Employers, in their memorandum 11 
to the NLC, have come out with a pro¬ 
posal for a sort of combination of both. 
According to them if more than one 
union claims 30 per cent (This is their re¬ 
quired minimum) or more membership 
within a bargaining unit, the Registrar 
of Trade Unions should first ‘verify’ 
the same. If the difference in the veri¬ 
fied membership is 10 per cent or less, 
there should be a ballot of all workers 
at which each union with a verified mem¬ 
bership of 20 per cent or more could 
stand as a candidate. If, however, the 
difference in the verified membership 
is more than 10 per cent, the union with 
larger membership can be certified as 
representative union without holding 
an election. 

Membership as the basis of recog¬ 
nition has been mainly supported on 
the grounds that without it there will 
be no incentive for workers to become 
union members. As a result, their 
finances will be poor and their autho¬ 
rity to control and discipline will be 
low. Elections will over politicalize the 
labour movement; the plants will be 
surcharged with election atmosphere 
which will effect productivity. Reckless 
and extravagant petitions, stay orders, 
defections, etc., will not only be time 
and money consuming but will also 
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adversely affect industrial relations. 
More constructively, it is held that mem¬ 
bership alone provides the more reliable 
and stable guide of the real following of 
a trade union. 

On the other hand its critics have held 
that the membership verification me¬ 
thod is cumbersome, costly, more time- 
consuming and open to manipulations. 
Charges of administrative favouritism 
to INTUC unions, which enjoy the 
support of the party in power at the 
centre and in most of the states, have 
also been labelled, 1 * To them it appears 
quite contradictory that a country, 
which is the world’s largest democracy 
and which can be ruled by elected re¬ 
presentatives, can not elect its represen¬ 
tative trade unions. They support the 
secret ballot on grounds of its being 
democratic and, as such, recommended 
by the Dheber Committee also. 

The basic question that ought to be 
considered in this context is: what is 
the role of the workers in a process which 
is meant to determine ‘their’- exclusive 
bargaining agents? Are they, through 
the use of a particular method, given 
the right to be represented by the re¬ 
presentatives of their own choosing? 
Arising out of this main question, two 
supplementary questions also invite 
our attention: can membership of a 
worker in a union be taken as his con¬ 
sent to be represented by it and are those 
of the workers who are not members of 
any union really neutral in the sense that 
it just does’nt bother them whether they 
are represented by union X or union Y 
or by no union, for that matter? 

Important Questions 

These questions assume importance in 
view of the fact that the concept of regu¬ 
lar dues-payment as related to member¬ 
ship is very loose in India. Bacon has 
observed: “Indian workers in most 
cases are attached to trade unions only 
during periods of strife. If aroused to 
action they follow the leader or the union 
which presents the most attractive pro¬ 
gramme. They continue to pay dues 
only if immediate improvements are ob¬ 
tained.” This, combined with possibi¬ 
lities of manipulated and fake member¬ 
ships, raises serious doubts about the 
real intent of the members, let alone the 
large numbers of non-members. 

ft hardly needs any elaboration to 
show that the membership method fails 
to give this basic right to the workers 
to choose their own representatives. The 
representatives, in this case, are more 
self-styled agencies rather than those 
that are duly authorized by their princi¬ 
pals. This basic drawback will conti¬ 
nue to remain in the method even though 
its other administrative defects are re¬ 
moved and it is handled by an indepen¬ 
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dent high-power body—like the pro- 

E osed ‘IRC’s — instead of by the la- 
our administration. There is no deny¬ 
ing of the fact that real strength of a 
trade union ties in its membership but 
to correlate it with the membership 
method of granting representative sta¬ 
tus in the sense that this will lead to 
larger and more stable union member¬ 
ships is open to doubt. Stable and large 
membership will, as they have been in 
the past, continue to be a function of the 
organising skill, zeal and honesty of 
purpose in the union leaders. It 
would have been belter, therefore, had 
the NLC, instead of leaving it to the 
discretionary judgement of the IRC’s, 
recommended only for the use of secret 
ballot for deciding representation 
disputes. 

Eligibility Requirements 

When once a decision is taken to 
adopt secret ballot as the procedure 
for deciding representation cases 
further details can be worked out 
without much difficulty. Only those 
unions may be allowed to contest 
elections who have existed at least for 
one year after registration (except in the 
case of a new undertaking if the under¬ 
taking is the bargaining unit). Eligi¬ 
bility requirements for workers’ voting 
rights, if any, shall have to be clearly 
spelled out and a procedure to ensure 
fair elections will have to be envolved. 
Likewise, procedure for fair, quick and 
less costly disposal of petitions, etc., 
will have to be worked out. 

A union which has been granted 
representative status should continue 
to enjoy sole bargaining rights in the 
whole of the bargaining unit for which 
it is recognised for a period of two years 
and thereafter as long as it is not 
challenged by another rival. The Coun¬ 
cil of Indian Employers have recom¬ 
mended for this recognition to remain 
valid for two years or for the duration 
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of mgr long-term Agreement which the 
union might taw* oamcroded with the 
nan*o»minL m'Wehevef period is 
longer. Although the continuance of 
till seme reptwn^lve union for the 
fan Rfc of an agreement might be other¬ 
wise dmifabift* H ought give rise to 
qoesftimablt means on the part of the 
representative union in order to main- 
taor its position. Undue pressure might 
to exercised Op the management to 
enter into long-term agreements. Agree¬ 
ments might be deliberately timed to be 
finalised towards the end of the recogni¬ 
tion period of two years so that when 
the period is actually over the agree¬ 
ment, even if it is for a shorter 
period than two years, is yet to 
run for some more time. As such, 
there should be no uncertainty about the 
period for which the union’s representa¬ 
tive status will be guaranteed. 


Advance Thinking 

Some advance thinking on the prob- 
of rifts or amalgamations within 
and between unions, including the re¬ 
presentative union during the pendency 
of the recognition period is also called 
for, particularly in the existing situation 
in India. Already there are cases where 
two separate groups of persons have 
claimed themselves to be the 'official' 
officers and workers of the same union 
at the same place and in the same under¬ 
taking. As mentioned earlier, recogni¬ 
tion is given to the union and not to the 

? :rsons who are officers of the union. 

he normal implication of this will be 
that even though the officers might 
change, the union as such will continue 
to enjoy recognition Prov ison has, 
therefore, to be made for speedy judicial 
disposal of intra-union personnel diffi¬ 
culties and conflicts. 


So far as the question of the respective 
rights of representative and other unions 
i$ concerned the existing position as 
outlined in the Code of Discipline and 
afr recommended to be continued by 
NLC is both satisfactory and free 
from having been seriously questioned 
by the parties concerned 


Under the existing situation of multi¬ 
plicity of unions in India the need for 
statutory recognition of representative 
union in a given bargaining unit cannot 
be overemphasised. The discussion of 
the Whole problem of union recognition 
in this article has itself only been limited 
to recognition for representation which 
involves the granting of sole bargaining 
ri$»t to a particular union. 


Immediately as one thinks of desig¬ 
nating a union .as the sole bargaining 
•gent, the question of defining m appro¬ 
priate bargaining unit comes up. It 
has been argued in the article that no 
uniformly and rigidly applicable criteria 


could be suitable for the purpose. In¬ 
stead* an agency like the IRCs, as 
proposed by the NLC, should be ent¬ 
rusted with the responsibility of giving 
final decision in each individual case on 
the bads of certain accepted guidelines. 

Ip addition to the largest following 
(in a situation where there are more 
than one contesting unions), the eligi¬ 
bility of a particular union for recogni¬ 
tion as representative onion sould be 
judged on certain criteria, vir., a mini¬ 
mum of 25 percent membership or vote, 
existence for at least one year after 
registration and freedom from any pro¬ 
ven charge of unfair labour practice 
during the previous 12 months. 


Before taking a decision on the me¬ 
thod to be adopted for ascertaining as 
to which of the contesting unions has 
the largest following the basic 
question to be asked should be about 
the role of the workers for whom re¬ 
presentative union is being chosen. 

'As argued in the article, membership 
alone fails to give the workers the funda¬ 
mental right to be represented by the 
representatives of their own choosing 
As such secret ballot, and not member¬ 
ship verification, should be the method 
adopted for the purpose. The proposed 
IRC’s, very much like the NLRB in 
the United States, may be vested with 
this responsibility with advantage. They 
can work out necessary details regard¬ 
ing the eligibility requirements of wor¬ 
kers and unions, procedure which en¬ 
sures fair elections and speedy disposal 
of petitions, etc Arrangements should 
also be made for speedy judicial disposal 
of intra-union and inter-union per¬ 
sonnel problems in order to take care 
of the likely rifts or amalgations within 
and between unions during the two- 
year period when the status of the re¬ 
presentative union as sole bargaining 
agent would not be challenged. 


Note* & References * 


1. For example, Narayana, C. L has pleaded 
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could be avoided at Ountur. 
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NOTICE 

The Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd. 

REGISTERED OFFICE; 

BIRLAGRAM, NAGDA, M.P. 

Notice is hereby given that the Register 
of Members tad Transfer Books of fat 
Equity Shares Of the Company vriB 
remain closed from Monday, the 10th 
Angnt, 1970, to Monday, the 7th 
September, 1970 (both days Inclusive) 
for the purpose of payment of dividend 
on 55 lacs Equity Shares as abo for the 
allotment of Boons Equity Shares of Rs, 
10/- each in the ratio of one snch frilly 
paid Bonus Equity Share for every five 
Equity Shares hem by the Equity Share¬ 
holders of the Company, whoa* names 
appear on the Register of Memben a* 
on 7th September, 1970. 

The Dividend on Equity Shuns, If 
sanctioned, will be made payable at 
United Commercial Bank at any of Ha 
branches in India on or after Uth Sept¬ 
ember, 1970 to those Share hol der s , 
whose names stand on the Register of 
Memben of the Company as on ?th 
September, 1970, 

The Transfer Books of Prefeteatie 
Shares, Series ‘A’, ‘S' sad C' will also 
remain closed during the period atom 
.mentioned. 


By Order of the Board 
0.N. PURANMALKA 
Secretary. 

Registered Office 
Btrlagram, Nagda 
bated; 17th July, 1970 



Foreign 

exchange 

has been a 

businessman’s 

headache 
long enough!” 



I et’s not fool ourselves. 

When dealing with so many 
I foreign exchange regulations and 
I problems, no bank can wave a 
magic wand and make all your 
headaches vanish. 

But we believe a bank can-and 
should-do everything in its power to 
help. 

We do. 

We have branches and subsidiaries 
( 48 , to be exact) all over the world to 


16th century woodcut by Hans Baldung suggests that 
foreign exchange was a headache even 500 years ago. 



keep us abreast of local market infor¬ 
mation and regulations. 

And Cenfex-our network of foreign 
exchange desks in major money capitals 
—allows us to handle transactions effici¬ 
ently. With immediate access to the 
varying rates, we can produce the most 
attractive exchange rates for our clients. 

But we do considerably more than 
this. 

We'll sit down with you. And listen. 

And really try to iron out your own 
particular problems. 

If it's a time of monetary unrest, for 
instance, and you ask us to evaluate your 
ilsks, we'll show you all the alternatives 
open to you. Then let you decide which 
suits your own business condition best. 

We might even suggest you not ex¬ 
change your funds at current rates. Or 
give you alternate banking methods 
which will do the same job as an ex¬ 
change of funds, at less cost to you. 

We might not be able to end all 
headaches of foreign exchange. 

But we'll do all in our power to ease 
the pain. 


Aasricin Express International Banking Corporation has 48 branches and subsidiaries handling all types of banking transactions all over the world. 
Wft in (hoe major financial centers. Calcutta. Bombay, New Delhi, Amsterdam, Athens(2), Bask, Bremen, Brussels, Cannes, Chittagong, Dacca, 
Dgticteta, QueeMorf, Florence, Frankfurt, Geneva, The Hague, Hamburg, Heidelberg. Hang Kong, Karachi, Kowloon (2), Lahore, Lausanne, London, 
LtWjfa, Lugano, Milan, Monte Carlo, Munich, Naples, Nice, Okinawa (2), Paris (2), Piraeus, Rome, Rotterdam, Salonica, Taipei, Tokyo, Venicef2). 
ViMna, Zurich. International Headquarters • 65 Broadway, New York. New York. * 

American Express btenatioiai Banking Corporatiea^ 
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Speculation, Over D-Mark 

E- B- BROOK 


VIENNA: 

West Germany, more properly the 
German Federal Republic, has for 
long been remarkable for its economic 
growth and strength. Its post-war re¬ 
covery, with the aid of skilfully mana¬ 
ged Marshall Aid funds and by dint 
of its people's dour hard work, cul¬ 
minated in the “economic miracle” of 
the Adenauer and Erhard days. Its 
achievements were the envy of the less 
successful wartime victors, Britain and 
France, and while Britain risked earning 
the title of the “economic sick man of 
Europe”, West Germany grew to be 
its economic goliath. 

West German economic collabora¬ 
tion is most sought after by all east 
European countries despite political 
obstacles, partly because of the high 
repute of German quality and techni¬ 
cal precision, partly because Germany 
rarely has serious labour troubles to 
disrupt production and partly because 
east Europe is accustomed to the Ger¬ 
man presence in more ways than one. 
The widespread and historic extension 
of German living and work in east 
Europe, a fact often obscured by the 
two great wars of the first half of this 
century, provides some background 
for current German economic think¬ 
ing which regards not only the Com¬ 
mon Market and trans-Atlantic trade as 
its home grounds but, when opportunity 
offers, east and south-east Europe also. 

Wide Open Market 

Not least among West Germany’s 
economic attractions is the fact that it 
offers an almost wide-open market to 
foreign labour, even at a time when the 
Swiss are more cautiously slowly clos¬ 
ing theirs. The latest official report from 
Bonn mentions 531,700 work positions 
open to men and 328,500 to women — 
6.5 per cent more work opportunities 
than even in the previous year. West 
German wages, in fact, support families 
and small savings from Turkey to 
Portugal and in parts of north Africa 
also. Yugoslav workers’ savings from 
their wages in Germany are recognized 
as a contribution to the national 
economy. 

There was a time when it was very 
seriously feared that West Germany 
might develop the “English sickness” of 
the currency being threatened by exces¬ 
sive Internal earning and expenditure ■ 
and of the customary “vicious spiral" 
of prices and wages developing. This 
threat, as well as danger to the ipark 
from a huge inflow of speculative fo¬ 
reign funds, appeared to have 
been fairly satisfactorily held last 


October by an upward revaluation of 
the currency. But, with West German 
industrial production stiil massive — 
labour productivity in the last two 
months has increased by 4 per cent over 
the level for a year ago — the mark is 
still attracting an imhealthy amount 
of foreign financial support in expecta¬ 
tion of a second revaluation. 

Nervous Movement 

Another revaluation was regarded as 
near certainty in German and west 
European banking circles when a fur¬ 
ther increase in the mark’s value of from 
2 per cent to 6 per cent was fully ex¬ 
pected on June 17 (a German official 
holiday). Foreign money worth some 
3,000 million marks flooded into West 
Germany, despite a discouraging special 
interest rate for such foreign investment 
and fairly stringent restrictions on bank¬ 
ing terms, in the four days preceding 
that date. Additional causes of specu¬ 
lators* certainty were a general nervous¬ 
ness in investment markets, a wide¬ 
spread movement of speculative money 
and expectation that the US internal 
interest rate would be lowered. The 
expectations were belied but a large 
part of that foreign speculative invest¬ 
ment remains in West Germany as an 
unhealthy support of its economy. 

This situation of uncertainty conti¬ 
nues to affect the West German financial 
position. Not only does this specula¬ 
tive money remain and too much 
money continues to be available from 
all sources to German banks but the 
issue is internally political also. The 
situation is so nervous that-when the 
Canadian dollar was allowed to float 
at the beginning of . June the German 
Central Bank was obliged to buy 
£455 million-worth of US dollars 
in 10 days to counteract speculation 
on another revision of the mark. On 
July 1, the Central Bank took the fur¬ 
ther precaution of increasing its mini¬ 
mum reserve requirement (the percen¬ 
tage of currency held by commercial 
banks that must be deposited with the 
Central Bank) to raise the reserve rate 
from 14.7 to almost 17 per cent. 

The Central Bank has for several" 
month been-lnoreasing its pressure on 
the German federal government to 
increase taxes and to take other political 
measures to siphon off some of the 
excess foreign and domestic cash cir¬ 
culating in West Germany. Although 
the German worker is producing, only 
4 per cent more than he did last year 
he is receiving 14 per cent more for his 
work. The result is the threat of a 
“wages explosion" such as has been 


troubling Britain and, with the addi¬ 
tion of the foreign speculation amount¬ 
ing to milliards of marks, of serious 
inflation. The West German govern¬ 
ment largely because it hesitates to 
risk its narrow majority by increasing 
taxes, insists that the inflation is cooling 
The Finance Minister insisted recently 
that there was no danger of a recession. 

The best hews for West Gemtemy jn 
these circumstances is the annmffliee- 
ment from Frankfurt that its trad& iUr- 
plus in the first five months of this year 
has fallen by some £42 million, as com¬ 
pared with last year, but it still remains 
an impressive £585 million. 

At the same time the West German 
cabinet has, some think a trifle slowly, 
come to the conclusion that it must act. 
To prevent a rise in domestic prices, 
to reduce demand on industry, lower 
the present record interest rate level 
and, if possible, freeze some £590 
million within the economy for the next 
eleven months the cabinet has decided 
on a six-point programme, described 
as a “stability” programme. 

As expected, the programme suspends 
tax deductible depreciation allowances 
till the end of January and demands ad¬ 
vance payment on income and corpora¬ 
tion tax liabilities of 10 per cent by all 
companies and individuals paying more 
than 100 marks per month in taxes. 

Plan Postponed 

The cabinet has postponed its plan 
for gradual reductions in surtax charges 
and action on increasing tax allowance* 
for employees will be delayed. 

All government departments are to 
be required to exercise restraint in 
spending during the current financial 
year and, armed with these methods of 
taking excess money out of the econo¬ 
my. the government is seeking the Cent¬ 
ral Bank’s co-operation in creating 
disincentives by lowering its high inte¬ 
rest rate levels which attract too much 
spare and speculative money. 

The government has been tardily 
persuaded that it ’heeds to deflate the 
economy and individual prosperity by 
at least the negative method of disincen¬ 
tives if it cannot raise the , courage to 
increase taxation directly. l%e situa¬ 
tion is complicated by the Tact that 
both the government’s and the ^rankers’ 
attitudes to the acknowledged necessity 
to cool the West German economy 
are basically political. EuropeavVreac- 
tion to the West German proposals is 
at first to doubt if they are sufficient 
to be effective or to persuade specula¬ 
tors that there is better profit for their 
money outside West Germany, Qlw 
test will lie not so much in how nnich 
money Gomans can be prevented frpm 
spending as in how much of their c;Wi 
non-Germans can be persuaded to vrit’ 
draw from West German banks. 
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Your Money Grows 
with PNB 

Mow your Interest upto Rs. 3000/- per annum on bank 
deposits is free from Income Tax. Deposit your savings 
«?ith PNB and see how they grow. 

We have over 655 branches all over India to 

serve you. Keep your money with us.in 

Savings or Fixed Deposit Accounts. You will 
earn higher rate of interest on Fixed Deposits. 

fo earn Rs. 3000/- interest, tax-free, 
you have to keep money with us in 
Fixed Deposit Account for the 
period as per table below :- 




Period 

Si 

days 

6 

months 

9 

months 

12 

months 

Amount 

Rs. 

3,00,000 

Rs. 

1,33,333/33 

Rs. 

80,000 

Rs. 

54,545/45 

Rates of 
interest 

4% 

4|% 

5% 

5}“'. 

per annum 






Bank deposits upto Rs. 1,50,000/- are also free from Wealth tax. 

PUNJAB NATIONAL BANK 

In the service of the nation since 1895 
Custodian : S. C. Trikha 
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Trade Winds 


CURB ON PRICES 

Mr Y.B. Chavan, union Finance Mi¬ 
nister, assured the Consultativ eCom- 
mittee of Parliament recently that the 
government would give the highest 
priority to tackle the problem of rising 
prices. He indicated that the Finance 
Ministry would examine the credit 
pojicy of the nationalised banks to find 
out whether the rise in prices is linked 
with the money supply in the economy. 


lish an ice plant, three sales stalls with 
refrigeration facilities, besides building 
50 mechanised boats. Two workshops 
and two insulated vans also will form 
part of the project. The mechanised 
boats will be handed over to the fisheries 
co-operative societies in the region. 
The entire programme will be under¬ 
taken through the Kozhikode Regional 
Fish Marketing Co-operative Society 
and seven primary fish co-operative 
societies. 


COPPER DEPOSITS 

The richest ever copper deposits in 
the country have been found in Malanj- 
khand in Balaghat district by the 
Madhya Pradesh unit of the Geological 
Survey of India. Mr Satrughna Singh 
Tiwari, Natural Resources Minister in 
Madhya Pradesh, slated that the de¬ 
posits were spread in an area of four 
kilometres. At present Congo is said 
to be richest in copper mining in the 
world. Exploring copper deposits is 
also in progress in Sagar district and 
Chattisgarh region of the state. 

COPPER AT KHETRI 

The first copper project at Khetri 
in Rajasthan started experimental pro¬ 
duction on July 13, after the formal 
inaguration by the union Minister of 
State for Mines and Metals, Mr Nitiraj 
Singh Choudhry. The Rs 98-crore pro¬ 
ject in Jhunjhunu district is designed to 
produce 3I,00() tonnes of electrolytic 
copper from the two old mines at Khetri 
and Kolihan. It would also produce 
about 200,000 tonnes of fertilizer (triple 
super phosphate) per annum. The ob¬ 
jective of experimental production on a 
limited scale from the upper levels of 
Khetri mines was to try ring drilling 
operations, perfect ore extraction techni¬ 
ques and work out dilution factor neces¬ 
sary to control the mill grade ore. The 
ore mined in the process of experimen¬ 
tal production will be stored at Khetri 
stockpile so as to build up a sizable 
stock of ore for the concentrator plant 
which is likely to be commissioned by 
1972. 

FISHING IN KERALA 

The Kerala government has approved 
an intensive project based in Kozhi¬ 
kode for developing the fishing industry. 
The project will involve an outlay of 
Rs 75.20 lakhs, 75 per cent of which 
will come from Agricultural Refinance 
Corporation. It is planned to estab¬ 


FOREIGN TRADE 

Exports from this country in May, 
1970, totalled Rs 119.11 crores, while 
imports were around Rs 127.63 crores, 
leaving an adverse trade balance of 
Rs 8.52 crores. The . cumulative 
figures for April-May 1970 are: 


(Rs in crores). 


Exports 
Imports 
Trade balance 


April- 

April- 

May 

May 

1970 

1969 

247.00 

235.60 

270.02 

251.10 

(—')23.22 

(—)15.50 


TRADE DEVELOPMENT AGENCY 

An ambitious role is expected for the 
proposed Trade Development Agency 
which will start functioning before the 
end of this month. The agency will pro¬ 
vide extension services mainly to small 
exporters and will function initially on 
a pilot basis confining itself to the ex¬ 
ports of three or four selected industrial 
sectors like sports goods and processed 
foods. Depending on the initial ex¬ 
perience, the coverage would be ex¬ 
panded to more sectors. A major bottle¬ 
neck for small exporters is the delay in 
securing raw materials, both imported 
and indigenous. To some extent, the 
problem in stepping up exports is ad¬ 
ministrative, such as delay in industrial 
licensing and foreign exchange alloca¬ 
tions. It will be TDA’s responsibility 
to help potential exporters to overcome 
the difficulty all through the line. While 
thq Agency will not engage itself in 
actual exports, its main function will 
be to act as a catalytic agent to 
encourage product adaptation, to assist 


exporters through making available 
detailed market analysis,,to help new 
entrepreneurs to meet the exacting re¬ 
quirements of sophisticated markets. 

CHALLENGE TO JUTE EXPORT 

The Indian jute v industry’s position 
in the world market vis-a-vis Pakistan 
has further deteriorated as a result of 
the increase in Pakistan’s bonus voucher 
on export of jute goods from 30 per cent 
to 35 per cent with effect from July 
10, The Indian Jute Mills Association 
has stated i n this connection that 
Pakistan exporters have begun offering 
a discount of 50 per cent on Indian quo¬ 
tations for sacking goods. Even at the 
previous rate of bonus voucher, the 
press note added, Pakistan enjoyed a 
big advantage over India in the break¬ 
even selling prices, amounting to Rs 
1,073 per tonne for hessian, to Rs 983 
for sacking and to Rs 38 for carpet 
backing. The IJMA has indicated that 
“the position is extremely serious and 
unless the government of India comes 
forward with a substantial counter sub¬ 
sidy immediately, Pakistan will rapidly 
capture the bulk of India’s export busir 
ness in carpet backing along with what 
remains of this country’s hessian mar¬ 
kets.” 

EXPORT OF MENTHOL 

Natural menthol, a popular basic 
chemical that goes into a number of 
pharmaceutical, cosmetic and confec¬ 
tionery products is now made available 
for export. Richardson Hindustan ven¬ 
tured into its commercial production 
in this country just about three years 
ago to turn out a 100 per cent indigenous 
product from indigenously grown 
mentha arvensis in ag indigenously 
assembled and built up chemical plant. 
After satisfying its own needs of menthol 
and those of actual users to some ex¬ 
tent, the company has launched its 
export programme. The first export 
consignment is a significant step in the 
export-oriented industrial growth of this 
country. The quantum of this export 
will progressively rise in the future as 
the company’s production of menthol 
increases. 

FINANCE FOR PUBLIC SECTOR 

Public sector undertakings, which are 
public limited companies, are now eligi¬ 
ble to seek financial assistance from 
public financial institutions. Even those 
undertakings which have not declared a 
maiden dividend are now eligible. The 
government has issued instructions to 
financial institutions relaxing some of 
the earlier conditions for assistance to 
public sector undertakings, itis learnt. 
Apart from whether they have declared 
a maiden dividend or not, public sector 
undertakings can approach institu- 
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you should see us 
on the ground! 

Because we're mechanised, palletised and rollorised. 

Cargo moves from roller-topped trucks to high lift 
vehicles. And then rolls off onto the roller floor of the 
aircraft, where it's locked down. It's as simple as one, two, three. 
Speed in the air and on the ground makes sure your 
goods get to market on time. And cuts your distribution costs. 

Qantas. It's Australian. But we sure get around. We'll 
get your sales off the ground. Fast...See Qantas. Or your cargo agent. 


TTUZSTTP 



Qantas. with Afr-lrtdia and BOAC 
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THE GWALIOR BATON SILK MFC. (WTB.) CO, LTD. ■ 

(Pulp Division) 

B irlakootam — Mavoor— Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Gram : ’WOODPULP'. Calicut. Phone : 3971-74 

Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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tions like IDBI (Industrial Develop¬ 
ment Bank of India) or IFC (Industrial 
Finance Corporation) for assistance 
even if they have budgetary support or 
the government has contributed more 
than 50 per cent of finances. The finan¬ 
cial institutions will, of course, apply 
technical and economic criteria and 
make their own judgment about the 
soundness of any project posed for 
assistance as is done in the case of the 
private sector. 

INTERNATIONA!, CO-OPERATION 

The joint working group on industrial 
co-operation representing the United 
Arab Republic and Yugoslavia and this 
country has recommended the setting 
up of joint ventures in respect of four 
industrial projects. The clearance for 
these projects for the manufacture of 
scooters, wheeled tractors, television 
glass bulbs and television picture 
tubes came recently at the end 
of two weeks of detailed discus¬ 
sions by the group. The recommen¬ 
dations of the group will be placed be¬ 
fore the tripartite ministerial meeting 
scheduled in Belgrade in the first week of 
October. 

INDIA-MALAYSIA PROJECT 

The New India-Malaysia Textile 
Company is to float 1,587,500 converti¬ 
ble, redeemable preference shares with 
a fixed cumulative dividend. A state¬ 
ment by the company recently indicated 
that the issue of the one Malaysian- 
dollar shares commanding 7.5 per cent 
interest is the first public floatation of 
this type of share in Malaysia. In addi¬ 
tion the company, a joint venture of 


this country with Malaysian interests 
in nearly 2.5 million sterling (Rs 4.5 
crores) textile factory, is issuing a simi¬ 
lar number of ordinary one Malaysian- 
dollar shares. The preferential shares 
can be converted into ordinary shares 
one year from the date of issue and will 
remain for seven years. After March 
*978 when the company can redeem 
the preference shares at par, it may only 
do so after fully paying up dividends in 
arrears. 

ENGINEERING PRODUCTS 

A high-power technical committee has 
been set up by the Heavy Engineering 
Corporation headed by the General 
Manager of the HEC to standardise cast¬ 
ings, forgings and other products of the 
Corporation. Three foreign experts 
working in the Heavy Machine Building 
Plant, the Foundry Forge Plant and 
the Heavy Machine Tools Plant, have 
been included in the committee. 

ADVERTISING CONGRESS 

' The Seventh Asian Advertising Cong¬ 
ress, which is due to be held in New 
Delhi from November 18 to 20, aims 
at projecting the common problems of 
all nations. The Advertising Congress 
will facilitate the meeting of Asian 
minds with a view to developing an 
Asian personality. Up to date over 400 
delegates from all over Asia have been 
enrolled and the Congress is likely 
to draw about 1,000 delegates, who 
would represent the world of Asian 
advertising, publishing and market¬ 
ing. The sponsors of the Congress 
arc the Indian Society of Advertisers, 
the Indian and Eastern Newspaper 


Society, the Indian Languages News¬ 
papers Association and tne Adversting 
Agencies Association of India. The 
union government is giving full sup¬ 
port through the Ministry of Infor¬ 
mation and Broadcasting. 

W. GERMAN BANK RATE 

In West Germany, the bank rate has 
been lowered by half a per cent to 7 
per cent. The new rate came into effect 
from July 16, 1970. 

STATE LOANS 

The Reserve Bank has announced 
the completion of the Rs 142.50-crores 
state government borrowing pro- 
gramme for 1970-71. Fifteen state gov¬ 
ernments entered the market on July 
15 offering5.75 per cent, twenty-year 
loans for subscription at par. Loans of 
ten of them were closed on July 15, as 
first day subscription approached their 
total notified amount of Rs 95 crores 
On July 16, the loans of five other for 
a total notified amount ofRs 47.50 
crores were declared closed. No details 
of subscription arc available, but sub¬ 
scription is likely to have exceeded the 
notified amount for a few loans 

NAMES IN THE NEWS 

Mr J.J. Mehta has been appointed 
Chairman of the Board of Directors of 
the Indian Pctro-Chcmical Corpora¬ 
tion, a public sector undertaking The 
Indian Petro-Chemiea! Corporation 
was incorporated under the Companies 
Act on March 22, 1969, and is at present 
implementing the two major schemes 
of the Gujarat petro-chemical complex, 
namely, the aromatics project and the 
naphtha cracker project. 



For Cement and Iron Ore Pelletisation 
Plants and Allied Industries: 


• FEASIBILITY REPORTS AND ANALYSIS 
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GWALIOR RAYON 

During the year ended March 31, 
1970, the Gwalior Rayon Silk Manu¬ 
facturing (Weaving) Co. Ltd recorded a 
total turnover of Rs 54.83 crores, as 
against Rs 52.03 crores in the previous 
year. Gross block of the company in¬ 
creased from Rs 28.06 crores to Rs 
30.11 crores during the year J969-70. 
After providing for managing agents, 
commission and Rs 2.41 crores for de¬ 
preciation, Rs4 3.06 lakhs for develop¬ 
ment rebate reserve and Rs 3.67 crores 
for taxation, there is a net profit of Rs 
3.61 crores. These profits, however, 
include a substantial amount relating 
to non-manufacturing items such as re¬ 
ceipt of insurance claim pertaining to 
earlier years, interest on bank deposits 
and profits on reduction of stocks. The 
directors propose to appropriate the 
above profit as under: preference shares 
redemption reserve Rs 15 lakhs, replace¬ 
ment and rehabilitation reserve Rs 2 
crores and general reserve Rs 1.46 
crores. 

In view of the machinery and equip¬ 
ment of the pulp plant and the staple 
fibre division getting very old, the di¬ 
rectors have considered it advisable to 
create an adequate reserve to enable 
the company to modernise and rehabi¬ 
litate worn out plant and machinery. 
Modernisation and replacements neces¬ 
sarily involve heavy expenditure and 
the same can only be provided by build¬ 
ing up substantial reserves. The direc¬ 
tors have, therefore, decided to create 
a separate replacement and rehabilita¬ 
tion reserve, which would provide for 
renovation and modernisation of ma¬ 
chinery and equipments in question, 
at the same time taking care of the 
obsolescence factor. Whereas an 
amount of Rs 1.46 crores is transferred 
to general reserve, a sum of Rs 1.20 
crores would be utilised from general 
reserve account towards payment of 
dividends on equity and preference 
shares for the year 1969-70, when con¬ 
formed by the shareholders at the gene¬ 
ral meeting. A sum of Rs 1.80 per 
equity share of Rs 10 on equity capital 
of Rs 5.50 crores, will absorb Rs 99 
lakhs against Rs 96.25 lakhs for the 
previous year (Rs 1.75 per share last 
year). 

The government’s permission for the 
issue of bonus shares in the ratio of one 
for five, has been received. The bonus 
shares will be issued in due course 


and will rank for all dividends declared 
after their allotment, pari passu with 
the existing equity shares. For part 
financing of the company’s rayon grade 
pulp project at Harihar and caustic 
soda project at Nagda, arrangements 
have been made for a medium term loan 
of Rs 2.0 crores from its bankers for the 
pulp project and a foreign exchange loan 
of Rs 1.51 crores (US $2.01 million) 
from the Industrial Credit and Invest¬ 
ment Corporation of India Limited for 
the caustic soda project. Application 
has also been made to the company’s 
bankers to secure deferred payment 
terms under IDBl’s bills re-discount- 
ing shceme for the purchase of some of 
the indigenous machinery, and equip¬ 
ment required for the two projects. 

Staple fibre production during the 
financial year 1969-70, was 57,039 tonnes. 
This is equivalent, in spinning value, 
to over 350,000 bales of cotton, which 
in the context of present acute shortage 
of cotton should be considered a valu¬ 
able contribution to the economy. 
But for the labour troubles at Mavoor 
and Nagda and the limited availability 
of pulp, the production would have been 
much higher. The company’s applica¬ 
tion for grant of industrial licence to 
manufacture 100 tonnes per day of sta¬ 
ple fibre at Harihar (Mysore) by using its 
pulp to be produced there, is still pending 
for decision by the government. Both 
the rayon grade pulp and the proposed 
staple fibre plants arc planned to be 
set up almost entirely with indigenous 
machinery and without involving any 
foreign know-how. 

JAY SHREE TEA 

The Directors of Jay Shree Tea and 
Industries Ltd have decided to maintain 
the equity dividend at 10 per cent per 
annum for the year ended December 
31, 1969. The company’s sales during 
the year have amounted to Rs 10.95 
crores against Rs 11.10 crores in the 
previous year. Gross profit, on the 
other hand, has increased from Rs 97 
lakhs to Rs 105 lakhs. Net profit, after 
making essential provisions, also works 
out higher at Rs 30.05 lakhs as com¬ 
pared to Rs 23.67 lakhs the year be¬ 
fore. Thcprovision&include; deprecia¬ 
tion—Rs 42.71 lakhs (Rs 31.35 lakhs 
in the previous year), taxation— Rs 
22.50 lakhs (Rs 21.50 lakhs), develop¬ 
ment rebate reserve — Rs 3.00 lakhs 
(Rs 6.90 lakhs), and development aliow- 
ancereserve—Rs 4.00 lakhs (Rs 3.50 
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lakhs) The equity dividend absorbs 
Rs 16.40 lakhs. 

HINDUSTAN MOTORS 

The directors of Hindustan Motors 
Ltd, have decided to defer their decision 
to make an application to the Cont¬ 
roller of Capital Issues for allowing the 
company to issue 150,000 cumulative 
redeemable preference shares of Rs 100 
each. The company has applied to the 
Controller of Capital Issues for issue 
of debentures of Rs 5 crores. 

CHEMICALS AND FIBRES 

The directors of Chemicals and Fibres 
of India have proposed an interim 
equity dividend of Rs 1.10 per share of 
Rs 10 each (11 per cent) for the year 
ending September 30, 1970, The com¬ 
pany had paid interim dividend of 11 
per cent and a final dividend of 16.5 per 
cent for 1968-69. The interim 
dividend has been announced on 
the existing shares. The company had 
announced a bonus issue in January, 
1970, in the ratio of two new shares for 
every five shares held. Shareholders, 
sanction had been obtained in Febru¬ 
ary, 1970. The bonus issue is still pend¬ 
ing with the government. On receipt 
of the consent of the Controller of Ca¬ 
pital Issues for the proposed bonus issue, 
an interim dividend of Rs 1.10 per 
share will be declared and paid on the 
new equity shares. The company’s 
proposal for expanding its capacity 
from 4,500 tonnes to 6,100 tonnes per 
annum is still pending with the gov¬ 
ernment as it is tied up with the gov¬ 
ernment’s sanction for the proposed 
rights issue for financing the expansion 
programme. The amalgamation pro¬ 
posal of CAF1 and Alkali and Chemical 
has been put off. It will be considered 
after the bonus and rights issues of 
CAFI are made. In the first nine months 
of the current year (October 1969 to 
June 1970) the company’s working has 
been quite satisfactory. 

FRICK INDIA 

Frick India Limited closed its financial 
year on March 31, 1970 with a total 
sales of Rs 1.44 crores as against Rs 
1.05 crores in the previous year ended 
December, 1968. The net profits of the 
company are approximately Rs 7 
lakhs after provision for taxes. The 
board of directors have recommended a 
dividend of 10 per cent as against 8 per 
cent last year. Frick India Limited, has 
technical and financial collaboration with 
the Frick Company of the USA who 
hold majority shares. The company 
has plans to enter the capital market in 
September 1970 to raise an additional 
equity of about Rs 20 lakhs to finance 
its new project to manufacture Worth¬ 
ington centrifugal packaged chillers in 
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technical collaboration with Climatrol 
Industries, Inc., USA, one of the re¬ 
nowned manufacturers of such sophisti¬ 
cated machines. Centrifugal packaged 
chillers are ideally suited for the air- 
conditioning of multi-storeyed buildings 
and for cooling applications in the 
chemical and petrochemical industries. 
With the availability of these machines 
in India, the country will save a substan¬ 
tial amount of foreign exchange and 
the company is hopeful of an increase 
in sales not only in the domestic market 
but in the neighbouring countries as 
well. In the first three months of the 
current fiscal year the company has al¬ 
ready received orders worth approxima¬ 
tely Rs 1.5 crores out of which orders 
for over Rs 40 lakhs have been executed. 
The company has also been sanctioned 
a second loan of Rs 20 lakhs by US 
AID out of PL 480 funds to finance its 
expansion schemes. 

UNIVERSAL TYRES 

The directors of Universal Tyres Ltd 
have decided to make the first call on the 
partly-paid equity and redeemable pre¬ 
ference shares as follows: Rs 2.50 per 
share on equity shares and Rs 25 per 
share on the preference shares. The call 
monies on these shares should be pay¬ 
able on or before September 30, 1970. 

AMERICAN REFRIGERATOR 

American Refrigerator Company Ltd 
will enter the capital market on July 
27,1970, with an offer of 1,50,000 equity 
shares of Rs 10 each at par and 10,000 
(9.3 per cent) redeemable cumulative 
preference shares of Rs 100 each at par 
(free of company’s tax but subject to 
deduction of tax at source). The issue 
will close 6n August 7, 1970, or earlier 
at the discretion of the directors but not 
before July 31,1970. The company has 
an authorised capital of Rs 2 crores and 
issued, subscribed and paid-up capital 
of Rs 41,25,000. The Company manu¬ 
factures, sells and services window air 
conditioners, water coolers, package 
air conditioners, condensers and chil¬ 
lers, etc. The company is also manufac¬ 
turing industrial blowers in techni¬ 
cal collaboration with 'M/s Chicago 
Blower Corporation of the USA. Funds 
are now needed for the erection of build¬ 
ings, purchase of balance plant and ma¬ 
chinery and working capital so as to 
bring hydraulic machine, tool and 
Chicago blower projects to planned 
capacity. 

RECKITT AND COLMAN 

The directors of Reckitt and Colman 
of India Ltd announced that their re¬ 
cent issue of 750,000 equity shares of 
Its lOeach at a price of Rs 13 per share 
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has been heavily over-subscribed. The 
basis of allotment is as under: 

25 shares to one out of every 9 appli¬ 
cants for 50 shares, 25 shares to one 
out of every five applicants for 100— 
150 shares, 25 shares to two out of 
every five applicants for 200—250 
shares, 25 shares to three out of every 
five applicants for 300—350 shares, 
25 shares to 9 out of every 10 
applicants for 400 to 500 shares 
25 shares to each applicant for 550 to 
950 shares, 50 shares to each applicant 
for 1000 to 1450 shares, 75 shares to 
each applicant for 1,500 to 2,000 shares, 
100 shares to each applicant for 2,050 
to 3,000 shares, 150 shares to each appli¬ 
cant for 3,050 to 5,000 shares, 200 shares 
to each applicant for 5,050 to 6,000 
shares, 250 shares to each applicant 
for 6,050 to 7,000 shares, 300 shares to 
each applicant for 7,050 to 9,000 shares, 
400 shares to each applicant for 9,050 
to 11,000 shares, 450 shares to each 
applicant for 13,500 shares, 675 
shares to each applicant for 20,000 
shares, 850 shares, to each appli¬ 
cant for 25,000 shares, 1,000 to each 
applicant for 30,000 to 30,050 shares 
and 1,550 shares to each applicant for 
50,000 shares. 

NEW STANDARD ENGINEERING 

The directors of the New Standard 
Engineering Co. Ltd have stepped up 
the dividend from seven to 10 pfr cent 
for the year ended March 1970. The 
company’s sales have gone up from 
Rs 2.36 crores to Rs 3.64 crores. The 
gross profit is up from Rs 20.09 lakhs 
to Rs 28.40 lakhs. After providing 
Rs 13.92 lakhs for depreciation, Rs 
0.81 lakh for development rebate re¬ 
serve and no provision for taxation, 
the net profit is Rs 13.66 lakhs against 
Rs 5.29 lakhs in the previous year. 
After making certain adjustments and 
transferring a sum of Rs 18.50 lakhs 
to general reserve, a sum of Rs 0.13 
lakh is carried forward against Rs 
6,385 brought in. The proposed divi¬ 
dend will claim Rs U lakhs and is to 
be paid from the general reserve. 

BHARAT ELECTRONICS 

The working of Bharat Electronics 
Limited during the year 1969-70 has 
resulted in a profit of Rs 426 lakhs prior 
to taxation. The board of directors of 
BEL have recommended to the share¬ 
holders a dividend of 10 per cent for 
the year ended March 31, 1970. This 
dividend will contribute Rs 52.12 lakhs 
to the general revenue of the union 
government. The above gross profit of 
Rs 426 lakhs after providing Rs 176 
lakhs for taxation and Rs 67 lakhs for 
development rebate, results in a net 

E rofit of Rs 183 lakhs. After providing 
Is 52.12 lakhs for the;dividend and 
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making adjustments for transactions 
relating to previous years, the directors 
have recommended that a sum of Rs 115 
lakhs be transferred to general reserve. 
This performance, taking into account 
the company’s policy to maintain its 
prices lower than the prices for similar 
equipment procured by import, is a 
good pointer of its efficiency. The 
value of production for the year 
1969-70 is Rs 24.11 crores as against 
Rs 20.73 crores for the previous year. 
With their continuous effort to incor¬ 
porate more and more indigenous ma¬ 
terial and components into their pro¬ 
ducts BEL have been able to save foreign 
exchange to the tunc of Rs 15.30 crores 
in the year under report. The total 
foreign exchange saved by the company 
for the country so far amounts to ove 
Rs 63 crores. 

NORTON MACHINES 

Norton Machines Ltd. Shrewsbury, 
England, associated with Norton Com¬ 
pany’s Machine Tool Division in Wor¬ 
cester, Mass., has been named recipient 
of the Queen’s Award to Industry in 
recognition of export achievement. 
The award, established in 1966, is 
given annually to a select number of 
industrial concerns in recognition of 
their efficiency in increasing exports 
or for technological innovation. 
Norton Machines Lt<j exports equip¬ 
ment to 29 nations around the world. 
The award was presented in May at 
the Shrewsbury plant by «a representa¬ 
tive of the Queen. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 
1951, during the fortnight ended 
March 14, 1970. The list contains 
the names and addresses of the licen¬ 
sees, articles of manufacture, types of 
licences — New Undertaking (NU); 
New Article (NA); Substantial Ex¬ 
pansion (SE); Carry on Business 
(COB): Shifting — and annual in¬ 
stalled capacity. 

LICENCES ISSUED 

Electrical Equipment 

M/s Toshiba Anand Lamps Ltd, 
P.B. No. 1077 Ernakulam, Cochin 11. 
(Kerala) — Mercury Vapour Lamps 
30,000 nos. per annum on maximum 
utilisation of plant and machinery; 
M/s Hindustan Cables Ltd, P. O. 
Hindustan Cables, (Rupnarainpur Rty 
Stn) Burdwan (West Bengal) — Paper 
insulated lead sheathed and steel tape 
pressed Telephone Cables, Capacity: 
4800 km on 2 shifts; (2) Aluminium 
sheathed Telephone Cables, Capacity: 
960 km on 2 shifts; (3) Copper coated 
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Steel Wire for Telecommunication, 
Capacity: 2700 tonnes on 2 shifts 
(4) Type 174 Coaxial Paper cables 
Capacity: 1020 Tube Kms.— 

Machine Tools 

M/s Metal Box Co. of India Ltd, 
Allahabad Bank Building, 17 Parlia¬ 
ment Street, New Delhi. (West Bengal) 
— Special purpose machine tools for 
the canning industry: Capacity after 
expansion; 600 machines on the basis 
of utilisation of plant. (SE). 

Earth Moving Machinery 

M/s Tata Engineering Locomotive Co. 
Ltd, Bombay House, 24 Bruce Street, 
Fort, Bombay - 1. (Maharashtra) — 
1. Pneumatic Tyred Traction Unit, 
Capacity: 200 nos. per annum (2) Front- 
end attachments for (i) above like (a) 
Fork lift attachments capable of handl¬ 
ing loads of 8 tonnes and (b) Front end 
loader attachments with bucket capa¬ 
cities of upto 2 1/2 cu. yds.. Capacity: 
as per requirements. (NA). 

Food Processing Industries 

M/s Mahabir Flour Mills, 102 Raja 
Dinendra St., Calcutta —6 (West 
Bengal)—Wheat Products — 750 tonnes 
per month in terms of wheat (COB). 

Leather Goods and Pickers 

Shri A. Subramanian, M/s Srecnivas 
&Co., 10 Sydenhams Road Periamet 
Madras 3 (Tamil Nadu) — (1) Tan¬ 
nery No. 1 at Madhavaram, Madras, 
E. 1 Tanned Skins — 3,28,000, Skins 
Pickled Skins—2,84,000 Skins, Cyrome 
Tanned Skins — 3,67,000 skins. Vege¬ 
table Tanned Hides=--4,000 Hides, Fi¬ 
nished Leather=>4,000 Hides, Fini¬ 
shed) Leather: 45,000 Hides & Skins, 
(2) Tannery No. 2 at Dindigul E. 1. 
Tanned Skins — 3,48,000 Skins, 
Tannery No. 3 at Dindigul : 3.1 Tanned 
Skins — 3,55,000 skins. (COB). M/s P. 
Krishnaswamy & Co., 17 Vepery 
High Road, Periamet, Madras (Tamil 
Nadu). E. 1. Tanned Goat Skins 
4,164 lakhs pa (COB). M/s Rafeed 
Ahmed & Co., 34 Boardway, 
Madras-1, (Tamil Nadu) E. 1 Tanned 
3.63 lakh pcs. Goat Skins, (2) Wet 
Blue 14.95 lakhs pcs. Crome Tanned 
Goat Skins (d) Finished leather 0.86 
lakhs pcs. Leather (COB). M/s MM 
Khallullah and Company, 45 Veprcy 
High Road, Periamet, Madras.=E.l 
Tanned Goat Skins 4.58 lakhs Skins 
per annum. (COB). 

LETTERS OF INTENT 

Electrical Equipment 

M/s Madhya Pradesh Industries Ltd. 
7, Council House Street Calcutta-1 
(MP) or (Orissa). Dry Cells 60 million 
nos. p.a. (NA). 
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Sugar 

The District Magistrate District* Cham- 
paran (M/s Dhanba Co-op Sugar Mills) 
(Bihar). Sugar Crushing capacity of 
1250 tonnes per day (NU.) 

Fermentation Industry 
Shri M.O.H. Iqbal, 23 Jawaharlal Nehru 
St., Pondicherry (Pondicherry) Beer 
25,000 h.l. of beer per annum (NU). 

CHANGES IN NAMES OF OWNERS 
OR UNDERTAKINGS 

(Information pertains to particular 
licences only). 

For M/s J.B. Advani Oerltikon Elect- 
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rodes Pvt, Ltd to M/s Advani — Oer* 
likon Pvt. Ltd. For M/s Glaxo Labors* 
tones (India) Pvt. Ltd, to M/s Glaxo 
Laboratories (India) Ltd. 

LICENCES REVOKED OR 
SURRENDERED 

(Information, pertains to particular 
licences only.) 

M/s Karela Rope & Thread Facto¬ 
ries, Pipe Road, Kurla, Bombay-70. 
AS. Rope thread and Twine. 
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RECORDS AND STATISTICS 


Monopolies and Restrictive 
Trade Practices Rules 


Tee rules and forms under the Mono* 
polies and Restrictive Trade Practices 
Act, 1969 have been published. The 
rules consist of eleven clauses. They 
specify the fees payable for the notice, 
applications, inspection registers and 
obtaining copies of extracts. 

In the case of notice under section 21 
and applications under sections 22 and 
23, every undertaking has to pay a fee 
of Rs 200 for each notice and applica¬ 
tion. The fee has to be paid into the 
Public Accounts of India on any govern¬ 
ment treasury or into the Reserve Bank 
of India or any office of the State Bank 
of India or any subsidiary thereof act¬ 
ing as the agent of the Reserve Bank of 
of India for credit under Head “L.II. 
Misc.” Every notice and application 
should be accompanied by a receipt from 
the bank or at reasury challan eviden¬ 
cing the payment of fees. For applica¬ 
tions under section 26 of the Act, 
every undertaking has to pay a fee of 
Rs 150 and for applications under 
section 25, a fee of Rs 50. 


Seven forms have so far been pres¬ 
cribed by the government. Forms I 
to VI are prescribed for notice to be 
given and applications to be made 
under the various provisions of the Act. 
Form VII prescribe the certificate to be 
given for the purpose of registration of 
an undertaking under section 26 of the 
Act. Forms 1 to VI seek to call for 
various particulars which the depart¬ 
ment consider would be necessary for 
dealing with the approvals required to 
be given under the Act. The interest 
of the proprietors, partners, directors 
and their relatives in the undertaking 
and inter-connected undertakings, finan¬ 
cial interest, voting powers of these 
persons as well as of the foreign colla¬ 
borators, financial institutions holding 
shares in the undertakings are also to 
be given. Forms also seek to call for 
various particulars regarding scheme 
of finance involved in the proposals. 
The undertaking has to specify in de¬ 
tail the scheme of finance indicating 
the borrowings from scheduled banks, 
interconnected undertakings, financial 
institutions etc. In case any foreign 
exchange is involved, they are required 
to give the details thereof. 

The rules are given below: 

Jn exercise of the powers conferred by 
section 67 of the Monopolies and Res¬ 


trictive Trade Practices Act, 1969 (54 
of 1969), the central government hereby 
makes the following rules, namely: — 

1. Short title and commencement — 

(1) These rules may be called the 
Monopolies and Restrictive Trade Prac¬ 
tices Rules, 1970. 

(2) They shall come into force on the 
date of their publication in the official 
gazette. 

2. Definitions —In these rules — 

(a) “Act” means the Monopolies and 
Restrictive Trade Practices Act, 1969 
($4 of 1969); 

(b) “form” means a form specified in 
the schedule to these rules; 

(c) “principal officer” in relation to an 
undertaking means— 

(i) where the undertaking is owned 
by a body corporate - 

(A) the managing director of the 
body corporate, or 

(B) any other director, manager 
or secretary of the body corporate 
who has been authorised by the board 
of directors of such body corporate by 
means of a resolution in that behalf; 

(ii) where the undertaking is owned 
by a firm, any partner thereof: 

(iii) where the undertaking is owned 
or controlled by an individual or associa¬ 
tion of individuals or persons, any indi¬ 
vidual who is in charge of the manage¬ 
ment of such undertaking. 

3. Notice or application to the cent¬ 
ral government— Every notice given 
or application made to the central 
government under any of the provisions 
of the Act shall be sent together with 
six spare copies thereof, to the Depart¬ 
ment of Company Affairs of that 
government. 

4. Form of complaints under section 
10 of the Act— Every complaint made 
under sub-clause (i) of clause (a) of 
section 10 of the Act shall be signed by a 
a person authorised in this behalf by 
the trade or consumers' association or 
by at least 25 consumers, as the case may 
be and such complaint shall be accom* 
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panied by such documentary evidence 
in support of the allegations made in 
such complaint as are available to the 
persons making the complaint. 

5. Notice under sub-section (1) of 
section 21—(!) Every notice given un¬ 
der sub-section (I) of section 21 shall 
be in Form 1. 

(2) Every such notice shall be accom¬ 
panied by a treasury challan or a rece- 
ceipt from the bank evidencing the 
payment of a fee of Rs 200. 

(3) On receipt of a notice referred 
to in sub-rule (1), the Department of 


REGISTRATION OF COMPANIES 

The Monopolies and Restrictive Trade Prac¬ 
tices Act, 1969, has cone into force with effect 
from June 1, 1970. Section 26 of the Act requir¬ 
es every undertaking to which Part A of Chapter 
HI applies on the date when the Act came into 
force to make an application to the centra! 
government for registration within 60 days or 
within such further time as the central govern¬ 
ment may, on sufficient cause being shown, 
allow. The applications for registration are to 
be made in such form containing such particulars 
as may be prescribed by the rules. The rules and 
forms were published in the Gazette of India 
dated July 10, 1970 and are ariiilable In the 
office of the Department />f Company Affairs, 
New Delhi. 

The undertakings which are finding it diffi¬ 
cult to apply for registration within the prescrib¬ 
ed period are advised to apply to the central 
goverament for allowing further time and their 
applications will be duly considered taking into 
account the fact that rules and forms were pub¬ 
lished on July 10, 1970. 

It is further clarified that applications for 
registration as well as for «xte;ision of time 
under Part A, Chapter HI of the Act are to be 
made to the central government (Department 
of Company Affairs), New Delhi. 

As regards the agreements relating to restric¬ 
tive trade practices falling within section 33 of 
the Act, the date or dates from which such agree¬ 
ments are required to be registered will be noti¬ 
fied later under section 35 of the Act. Thereafter, 
applications for registration of such agreements 
will have to be made to the Registrar of Restric¬ 
tive Trade Agreements to be appointed under 
section 34 of the Act. 


Company Affairs shall record thereon 
the date of its receipt and shall forth¬ 
with communicate sucji date to the un¬ 
dertaking. 

(4) The central government may, be¬ 
fore referring the notice to the com¬ 
mission or before passing any order 
thereon, require the undertaking to 
furnish, within a period to be specified 
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by it, such additional information as 
it may consider necessary. 

6. Application under sub-section v 2) 
of section 22—(1) Every application 
made under sub-section (2) of section 
22 of the Act shall be in Form II. 

(2) The provisions of sub-rules (2), 

(3) and (4) of rule 5 shall be applicable 
to an application referred to in sub-rule 

(I). 

7. Application under section 23— 

(1) Every application made under sub¬ 
section (2) of section 23 of the Act shall 
be in Form 111. 

(2) Every application made under sub¬ 
section (4) of section 23 of the Act 
shall be in form IV. 

(3) The provisions of sub-rules (2), 
(3) and (4) of rule 5 shall be applicable 
to an application referred to in sub-rules 

(1) and (2). 

8. Application under section 25— 

(1) Every application made under section 
25 of the Act shall be in Form V. 

(2) Every application icferred to in 
sub-rule (1) shall be accompanied by a 
treasury challan or a receipt from the 
bank evidencing the payment of a fee 
of Rs 50. 

9. Application for registration—(\) 
Every application for registration made 
under sub-section (1) of section 26 of 
the Act shall be in Form VI. 

(2) Every application referred to in 
sub-rule (1) shall be accompanied by a 
treasury challan or a receipt from the 
bank evidencing the payment of a fee of 
Rs 150. 

(3) On receipt of an application re¬ 
ferred to in sub-rule (l), the Depart¬ 
ment of Company Affairs shall note 
thereon the date of its receipt and shall 
forthwith communicate such date to 
the undertaking. 

(4) The certificate of registration to 
be issued under sub-section (2) of 
section 26 of the Act shall be in 
Form VIE 

(5) Where a certificate of registra¬ 
tion referred to in sub-rule (4) is lost, 
destroyed or mutilated, a duplicate 
certificate may be granted on payment 
of fee of Rs 25. 

10. Payment of fees— Fees payable 
under the Act or any rule or regulation 
made thereunder shall be paid into the 
Public Account of India at any govern¬ 
ment treasury or into the Reserve Bank 
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of India or any office of the State Bank 
of India or any subsidiary thereof act¬ 
ing as the agent of the Reserve Bank of 
India for credit under head M L-IL 
Miscellaneous.” 

11. Inspection of and extracts front 
the register— (1) Any person who wishes 
to inspect the register, other than the 
special section, shall apply to the Re¬ 
gistrar along with a treasury challan or 
a receipt from the bank evidencing the 
payment of a fee of Rs 10. 

(2) The Registrar may allow. the 
applicant to inspect the register dur¬ 
ing the working hours either in his pre- 


A handout issued by the Press informa¬ 
tion Bureau of the Government of 
India has reviewed the working of the 
nationalised banks in the first year after 
their take-over by the state. It shows 
that the rate of opening of new offices 
has been nearly trebled; whereas the 
State Bank of India and the 14 nationa¬ 
lised banks opened per month 48 offices 
in 1968, their number rose to 127 in the 
year under review. About two-thirds of 
these offices are reported to be in the 
rural areas. The increase in deposits, 
however, was not very impressive. The 
increase in the deposits of the public 
sector banks was Rs 486.2 crores in 
the year ending June 1970 as against 
Rs 441.9 crores in the corresponding 
period of 1968-69. 

The full text of the handout follows: 

The rate of branch expansion has 
gone up almost three times since 
the 14 major commercial banks were 


No. of offices 


As on 18-7-1969 
Opened since 19-7-1969 up to 
30-6-1970* # 

Opened per month since nationalisation 
Monthly average of new offices opened 
in 1968 


♦Provisional. 
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sence or in the presence of any person 
authorised by him in this behalf* 

(3) The applicant shall not be per¬ 
mitted to take out extracts of any parti¬ 
culars entered in the register, but may 
be allowed to take note of any points 
from the particulars entered in the re¬ 
gister. 

(4) Any person who wishes to obtain 
a certified copy of, or extracts from, 
any particulars entered in the register, 
other than the special section, shall 
apply to the Registrar and such applica¬ 
tion shall be accompanied by a fee of 
rupee one for every one hundred words 
required to be copied or extracted. 


nationalised on July 19, 1969. Till 
the end of June 1970, i.e. in 111 
months since the nationalisation of 
banks, the public sector banks had 
opened new offices at an average of 
127 per month as against 48 in 1968 and 
40 in the first half of 1969. Last month 
alone about 230 new offices were 
opened. Currently, the public sector 
banks are opening about 140-150 offices 
every month. Table 1 shows the rate 
of branch expansion in detail. 

Nearly two-thirds of the new offices 
opened since July 1969, are located at 
rural centres with a population of less 
than 10,000. On July 18, 1969 — 
i.e., the date preceding nationalisation 
of banks — the proportion of rural 
branches in the total number of offices 
of the public sector banks was 23 per 
cent (about 17 per cent for the 14 
nationalised banks). At the beginning 
oj June, 1970, the proportion had 


SBI group 

14 Nationali¬ 
sed banks 

Total for 
public sec' 
tor banks 

2,465 

4,168 

6,633 

413 

1,043 

1,456 

36 

91 

127 

14 

34 

48 


Performance of Public Sector Banks 


Table 1 

RATE OF BRANCH EXPANSION 



July 24, 1970 
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gone up to nearly 30 per cent (25 per 
cent in the case of the 14 banks). 

Deposit Growth 

During the period July 1969, to 
June 1970, the deposits of the public 
sector banks (excluding inter-bank de¬ 
posits) went up from Rs 3,874.3 crores 
to Rs 4,360.5 crores —• an increase of 
Rs 486.2 crores compared with Rs 
441.9 crores during the corresponding 
period of 1968-69. Of this increase of 
Rs 486.2 crores. the State Bank of India 
and its seven subsidiary banks accounted 
for Rs 188.3 crores and the 14 banks 
acquired on July 19, 1969, Rs 297.9 
crores. 

Lead Bank Scheme 

For the development of banking in 
a systematic and co-ordinated manner 
in all parts of the country, each of 335 
districts of the Indian Union (excluding 
Greater Bombay, Calcutta, Madras and 
the union territories of Chandigarh, 
Delhi and Goa) has been allotted to one 
or two major banks — mostly public 
sector banks — to act as lead blink for 
a district. 

The immediate task of the lead bank 
of a district is to carry out a survey of 
the resources and potential of the dis¬ 
trict from the angle of banking develop¬ 
ment. To ensure a certain degree of 
uniformity and intensity in the survey 
operations, a common basic proforma 
for the district survey has been recom¬ 
mended by the Reserve Bank. The 
proforma is designed, broadly, to 
obtain information relating to the 
area of the district and its utilisation, 
irrigation facilities, mineral and forest 
resources, the main lines of economic 
activity, development of agriculture, 
industry, transport, processing and 
storage facilities, administrative units, 
population, education and infrastruc¬ 
tural development including credit insti¬ 
tutions functioning in the district. 

In the first pahse of the survey, teams 
consisting of economic investigators 
have gone out to a number of districts 
in different parts of the country. Surveys 
of several districts have been completed 
by their respective lead banks. Reports of 
these surveys for some districts have 
been prepared while those of others are 
under compilation. Pending the comple¬ 


tion of surveys, the Reserve Bank had set 
a minimum target of 1,350 centres for 
1970 (1,300 for the public Sector banks) 
of which six hundred were to be opened 
in the first half of 1970. The target of 
600 has been far exceeded and in fact the 
number of branches opened by the 


public sector banks in the first half of 
1970 is nearly 900 (about 570 by the 
nationalised banks alone). 

Tabic II shows the advances 
made by the 14 nationalised banks 
to agriculture and other neglected 
sectors. 


Table II 

ADVANCES OF 14 NATIONALISED BANKS TO AGRICULTURE AND 
OTHER NEGLECTED SECTORS 


(Rs crores) 


\ 

End 

June 

1969 

End 

March 

1970 

Increase 

during 

June 

1969 

March 

1970 
per 

month 

Monthly 
increase 
during 
one year 
June 

1968 
-—June, 

1969 

1. Direct finance to agriculture (ex¬ 
cluding plantations) 

No. of A/Cs 

1,34,849 

2.97,670 

18,091 

9,326 

Amount 

26.96 

80.71 

5.97 

1.86 

2. Small-scale industry 

No. ofA/Cs 

36,301 

57,800 

2,389 

1,202 

Amount 

148.45 

198.74 

5.59 

4.03 

3. Road transport operators 

No. of A/Cs 

2,527 

8,925 

711 

177 

Amount 

6.69 

16.41 

1.08 

0.31 

4. Retail trade & small business 

No. ofA/Cs 

28,037 

70,607 

4,730 

N.A.* 

Amount 

19.22 

40.78 

2.39 

N.A. 

5. Self-employed persons 

No. of A/Cs 

422 

22,030 

2,401 

N.A.* 

Amount 

0.33 

6.51 

0.69 

N.A. 

6, Education 

No. of A/Cs 

594 

4,034 

382 

N.A* 

Amount 

0.46 

1.83 

0.15 

N.A. 

Total (1 to 6) 

No. of A/Cs 

2,02,730 

4,61,066 

28,704 


Amount 

202.11 

344.98 

15.87 

•• 

Percentage of advances under the above 

heads to total advances 

11.05 

15.97 




♦Figures under this head arc not available separately for the period prior to 
June 1969. 
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Interim Boards for 

Interim boards of directors for the 
14 nationalised banks were announced 
on July 18. The boards are made up of 
46 non-officials and 40 official represen¬ 
tatives, two of whom are concurrently 
members of two Boards. 

Five of the 14 banks — the Central 
Bank of India, the Bank of India, the 
Punjab National Bank, the Bank of 
Baroda and the United Commercial 
Bank — have three official and four 
non-official members on their boards 
of directors. Eight others — Canara 
Bank, United Bank of India, Dena 
Bank, Syndicate Bank. Union Bank 
of India, Allahabad Bank, the Indian 
Bank and the Indian Overseas Bank — 
— have three official and three non¬ 
official directors, while one bank — 
the Bank of Maharashtra — has three 
official and two non-official directors. 
Among non-officials represented on the 
boards are small-scale industrialists, 
economists and agriculturists. 

Custodians will preside over meet¬ 
ings of these interim boards which will 
be functioning until regular boards of 
directors are constituted under a scheme 
to be framed by the union government 
under Section 9 of the Banking Com¬ 
panies Nationalisation Act. 

The names of custodians and directors 
the 14 nationalised banks are given 
below: 

Central Bank of India 

Mr N. Ratnanand Rao, Custodian: 

Mr V.M. Dandckar, Gokhale Insti¬ 
tute of Politics and Economics, Poona: 

Mr A.H. Elias, Principal, State Bank 
of India Staff Training College, 
Hyderabad; 

Mr Brijraj Narain, formerly of Indian 
Administrative Service, Gwalior; 

Mr. G. B. Newalkar, Chairman, 
Maharashtra Small Scale Industries 
Development Corporation Ltd., 
Bombay 

Mr M. Narasimham, Secretary, Re¬ 
serve Bank of India, Bombay; 

Mr S.S. Shiralkar, Additional Secre¬ 
tary, Department of Banking, Ministry 
of Finance, New Delhi. 

Bank of India 

Mr T.D. Kansara, Custodian; 

Mr CD. Khanna, Chairman, In- 
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Nationalised Banks 

dustrial Finance Corporation, New 
Delhi; 

Mr Manohar Singh Mehta, former 
member. Public Service Commission, 
Madhya Pradesh, Indore; 

Dr Dharam Narain, Chairman, 
Agricultural Prices Commission, New 
Delhi; 

Mr G.D. Parikh, Retd. Rector, Bom¬ 
bay University, Bombay; 

Mr A. Raman, Director, Credit 
Planning Cell, Reserve Bank of India, 
Bombay; 

Mr P.D. Kashbekar, Joint Secretary, 
Department of Economic Affairs, 
Ministry of Finance, New Delhi. 

Punjab National Bank 

Mr S.C. Trikkha, Custodian; 

Mr Mohd. Abdullah, Handicrafts Ex¬ 
porter, Srinagar; 

Dr A.S. Kahlon, Punjab Agricultural 
University, Ludhiana; 

Mr V.N. Kak, Managing Director, 
State Hotels Corporation, Jaipur; 

MrT.S. Papola, Patel Institute of 
Economic Research, Ahmedabad; 

Mr V.M, Jakhade, Adviser, Economic 
Department, Reserve Bank of India, 
Bombay; 

Mr A.T. Bambawale, Joint Secretary, 
Department of Economic Affairs, 
Ministry of Finance, New Delhi. 

Bank of Baroda 

Mr M.G. Parikh, Custodian; 

Mr H.N. Bhargava, small scale 
industrialist, Kanpur, 

Mr Bhubanesh Chaturvedi, Advocate, 
Kota; 

Mr D.K. Desai. Professor, Indian 
Institute of Management, Ahmedabad; 

Mr H. A. Mohite, Progressive Farmer, 
Ahmednagar Distt; 

Dr C.D. Datcy. Chief Officer, Agri- 
cutural Credit Department, Reserve 
Bank of India, Bombay; 

Mr M.K. Venkatachalam, Joint Sec¬ 
retary, Department of Banking, Minis¬ 
try of Finance, New Delhi. 

* 

United Commercial Bank 

Mr R.B. Shah, Custodian; 

Dr D. Banerjee, Director, National 
Rubber Manufacturers Ltd, Calcutta; 
Dr Upen Bordoloi, Department of 
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Economics, Gauhati University, Gau- 
hati; 

Mr Raghunath Mohapatra, Progres¬ 
sive Farmer, Puri Distt. Orissa; 

Mr G.P. Sinha, Department of La¬ 
bour & Social Welfare, University of 
Patna, Patna; 

Miss N.K. Ambegaokar. Director, 
Economic Department, Reserve Bank of 
India, Bombay; 

Dr Ashok Mitra, Chief Economic Ad¬ 
viser, Department of Economic Affairs. 
Ministry of Finance, New Delhi. 

Canara Bank 

Mr K.P.J. Prabhu. Custodian; 

Dr C.H. Hanumantha Rao, Institute 
of Economic Growth, Delhi; 

Mr R.C. Keshvamurthy, Progressive 
Farmer, Madurai Distt; 

Mr K.S.R. Mallia. Agriculturist, 
South Kanara Distt; 

Mr K.N.R. Ramanujam, Chief Offi-. 
cer, Industrial Finance Department, 
Reserve Bank of India. Bom bay ; 

Mr K. Ramamurthy, Joint Secre¬ 
tary, Department of Banking, Ministry 
of Finance, New Delhi. 

United Bank of India 

Mr B.K. Dutt, Custodian: 

Mr K.P. Barua, Managing Director, 
Assam State Financial Corporation, 
Shillong: 

Rev. Joel Lakra, Social Worker, 
Ranchi, Bihar 

Mr S.K. Sen, Senior Executive, Cal¬ 
cutta ; 

Mr Ghulam Ghouse, Dy. Chief 
Officers, Credit Planning Cell, Reserve 
Bank of India, Bombay; 

Mr D.N. Ghosh, Director, Depart¬ 
ment of Banking, Ministry of Finance, 
New Delhi. 

Dena Bank 

Mr R.A. Gulmohamed, Custodian: 
Mr M.P. Chitale, Chartered Accoun¬ 
tant, Bombay; 

Mr Krishna Raj, Journalist, Bom¬ 
bay; 

Mr Sooryakant Parikh, Small Scale 
Industrialist, Ahmedabad; 

Mr V.V. Divatia, Adviser, Depart¬ 
ment of Statistics, Reserve Bank of India 
Bombay; 

Mr S.M. Kelkar, Deputy Secretary, 
Department of Banking, Ministry of 
Finance, New Delhi. 

Syndicate Bank 

Mr K.K. Pai, Custodian; 

Mr B.K. Kapur, former Ambassador, 
Delhi; 

Dr. M.B. Mohamad, Medical Prac- 
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titioner and Poultry Farmer, South 
Kanara Distt; 

Mr Swaminatha Reddy, Managing 
Director, Andhra Pradesh State Finan¬ 
cial Corporation, Hyderabad; 

Mr V.V. Bhatt, Adviser, Economic 
Department, Reserve Bank of India, 
Bombay; 

Mr K. Ramamurthy, Joint Secretary, 
Department of Banking, Ministry of 
Finance, New Delhi. 

Union Bank of India 

MrP.F. Gutta, Custodian; 

Mr K.H. Parikh, Industrial Executive, 
Varanasi; 

Mr P.K Sadanandan, Exporter of 
Sea Foods, Cochin; 

Mr H.M. Trivedi, Small-scale In¬ 
dustrialist, Bombay; 

Mr D.P. Gupta, Manager, Industrial 
Development Bank of India, Bombay; 

Mr P.K. Kaul, Joint Secretary, De¬ 
partment of Expenditure, Ministry of 
Finance, New Delhi. 

Allahabad Bank 

Mr B.K. Mookerjea, Custodian; 

Mr M.R. Roy, Managing Director, 
West Bengal Financial Corporation, 
Calcutta; 

MrS.N. Srivastava, Former Industrial 
Adviser to the Government of Bihar, 
Patna; 

Dr M.A. Zaheer, Banaras Hindu 
University, Varanasi; 

Mr T. Tiwari, Manager, Industrial 
Development Bank of India, Calcutta; 

Mr N. Sethuraman, Deputy Secret¬ 
ary, Department of Banking, Ministry 
of Finance, New Delhi. 

Indian Bank 

Mr G. Lakshminarayanan, Custo¬ 
dian; 

Mr M.A. Kamruddin, Small-scale 
Industrialist, Palghat, Kerela; 

Mr P. Krishnaswamy, Manufacturer 
of Electronic Equipment, Madras; 

Dr B. Natarajan, Economist, Madras; 

Mr K.S. Chakrapani, Joint Chief 
Officer, Credit Planning Cell, Reserve 
Bank of India, Central Office, Bom¬ 
bay; 

Mr M.G. Balasubramanian, Joint 
Secretary, Department of Banking, 
Ministry of Finance, New Delhi. 

Indian Overseas Bank 

Mr R.N. Chettur, Custodian; 

Mr Joseph Chackola, Businessman, 
Cochin; 

Mr N.B. Prasad, Engineer, Hydera- 
bad; 

Mr M.K. Raju, Senior Executive, 
Madras; 


Miss M. Tyagarajan, Dy. Director, 
Credit Planning Celi, Reserve Bank of 
India, Bombay; 

Mr M.G. Balasubaramanian, Joint 
Secretary, Department of Banking, 
Ministry of Finance, New Delhi. 

Bank of Maharashtra 

Mr C.V. Joag, Custodian; 

Dr V.S. Vyas, Head of the Depart¬ 


ment of Economics, Sardar Patel Uni¬ 
versity, Vallabh Vidhyanagar; 

Dr K.S. Yawalkar, Small Scale In¬ 
dustrialist, Nagpur; 

Mr B.B. Shivamaggi, Director, Eco¬ 
nomic Department, Reserve Bank of 
India, Bombay; 

Dr R-M. Honavar, Additional Eco¬ 
nomic Adviser, Department of Eco¬ 
nomic Affairs, Ministry of Finance, 
New Delhi. 


Process Plant Industry in India 


The report of the joint Indo-British 
team which surveyed the manufacturing 
capability for process plant in this coun¬ 
try was recently submitted to the Minis¬ 
ter of Industrial Development, Internal 
Trade and Company Affairs. The 
terms of reference of the team included 
the identification of the key problems 
affecting the development of the Indian 
process plant manufacturing industry 
ahd the suggestion of ways and means 
to resolve them. The team was also 
asked to recommend how the British 
industry could render assistance in this 
regard. 

The summary of findings and recom¬ 
mendations of the team follow: 


(a) General 

We have been impressed by the cumu¬ 
lative effect of delays in delivery and of 
under-utilisation of capacity. These 
originate partly in the nature of the in¬ 
dustry’s demand for steel and alloys and 
the suppliers’ response thereto, partly 
in the difficulties associated with the 
importation of materials, and partly 
in an organisational structure that gives 
inadequate weight to the actual costs of 
delay. 

The position might be improved by 
the introduction of a general system of 
advance approval of, say, 50 per cent of 
the annual value of import licence appli¬ 
cations. But more far-reaching mea¬ 
sures are needed. The central objective 
of our recommendations is therefore 
the improvement of the situation in 
respect of delays and capacity utilisa¬ 
tion; although we also make other re¬ 
commendations on matters indicated in 
our terms of reference. 


(b) Establishment of a Materials Bank 

A materials bank should be estab¬ 
lished for the process plant manufactur¬ 
ing industry, under the control of the 
Ministry of Steel and Heavy Engineer¬ 
ing. It should be directed by a person 
of outstanding ability, and should carry 
a stock determined by the special needs 


of the industry (an initial stock-list is 
suggested in the text). 

Materials would be available from 
the Bank immediately upon receipt of 
an order for the construction of a parti- 
ticular piece of plant. The fabricator 
would also be required to place an or¬ 
der with a domestic supplier. That 
supplier would be required to deliver 
to the Bank by the agreed delivery date, 
and would suffer penalties for late deli¬ 
very. 

The Bank itself would maintain con¬ 
tact with world producers, and attempt 
to purchase in bulk quantities on 
favourable terms. 

* 

Finance for the Bank would come 
from the price differentials between 
imported and indigenous supplies, extra 
charges to fabricators for immediate 
delivery, late delivery penalties, and 
quantity and delivery discounts. 

(c) Import Substitution and Equ i pme n t 
Procurement 

An important cause of delays in 
construction is the delay in procure¬ 
ment of items such as compressors, 
pumps, valves and instruments. We see 
the longer-term remedy for this as the 
development of indigenous capacity 
through a pre-production order scheme: 
this is described in more detail 

in CD. 

To improve the immediate position, 
recommendations are made for the 
amelioration of the supply situation at a 
number of specified points that appear 

to us to be critical. 

# 

(d) Project and Plant Management 

The need to cope with the administra¬ 
tive demands of the import substitn- 
tion policy, as well as with the usual 
difficulties of project control, means that 
there are very high returns to the posi¬ 
tive use of personnel to programme pro¬ 
jects and to keep them on schedule. 
The same is true of internal plant 
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management. We have seen enter¬ 
prises whose performance in this res¬ 
pect is satisfactory by any standards. 
Others are less adequate: the need is. tq 
raise the general level to that of the 
best. 

In principle, there is no reason why 
this should not be done by the expan¬ 
sion of the activities of existing Indian 
enterprises. Should they not be able 
to develop fast enough, we recommend 
that consideration be given to the short¬ 
term secondment of skilled personnel 
under technical assistance. There is 
also scope for the use by individual enter 
prises of specialised consultancy ser¬ 
vices concerned with such matters as 
production control and work study. 

(e) Current Constraints on Output 

While it is true that the production 
facilities exist to make almost all the 
items needed for the construction of 
process plant in India, they cannot 
always be manufactured within a 
reasonable time in the quantities needed 
to fulfil a construction programme with¬ 
in a specified period, and in certain 
cases design and/or know-how may 
have to be obtained. 

There are certain deficiencies in pro¬ 
duction facilities which could be reme¬ 
died, with considerable benefit to the 
efficiency and productivity of the in¬ 
dustry. We accordingly recommend 
the pro virion of a stock of dies for 
dished ends, the provision of equip¬ 
ment for the tube and pipe fabrication 
industry, and the creation of new tube¬ 
making capacity. 

(f) Availability and Training of Personnel 

(i) We have been impressed by the 
difficulties of recruiting at the foreman 
level, and by the specific character of 
the training and experience of skilled 
operators. We recommend that arrange¬ 
ments be made for short trips (say 1-3 
months) abroad by these middle- 
management/skilled operative person¬ 
nel, to enable them to visit other firms 
and research establishments, and per¬ 
haps participate in ‘refresher’ courses. 

(ii) Formal contact should be estab¬ 
lished between appropriate Indian 
organisations and the UK Central 
Training Council and Industry Training 
Boards. 

(iii) Consideration should be given 
to the possibility of recruiting overseas 
middle-management personnel on short- 
service contracts, particularly by firms 


without foreign collaboration facilities. 
The aim would be to pass on relevant‘ 
on-the-job experience, not to replace 
Indian workers. 

(g) Research and Development 

(i) A fairly substantial research and 
development effort is needed in the 
field of welding, casting and forging. 
Wc recommend the setting up of an 
industrial research institute in welding, 
and that consideration be given to the 
establishment of others in steel casting 
and forging. The institute should be 
closely linked with industry, partly by 
government, and partly by contract 
work for companies. 

(ii) In the field of process technology, 
arrangements should be made for better 
access to information being generated in 
other countries. Research in India 
should be industry-oriented, for example 
by encouraging the National Chemical 
Laboratory to undertake more industry 
— sponsored work. A similar adapta¬ 
tion is needed in the case of Indian 
Institutes of Technology. The develop¬ 
ment of regional colleges should also 
be kept under review, to ensure the in¬ 
creasing industrial orientation of post¬ 
graduate work. 

(h) Standardisation 

The Indian Standards Institute should 
be encouraged to form a small working 
party from the process industries, to 
agree upon the urgent publication of a 
list of preferred sues of equipment. 

A designer in India will benefit by 
having a limited number of sizes which 
are in fact available. Priority needs 
are for the simplification of diameters 
and lengths of such equipment as tanks, 
reactors, heat exchangers, column sec¬ 
tions and receivers. 

(i) Inspection Services 

(i) Not absolute perfection, but fitness 
for purpose, should be the criterion of 
acceptance of equipment. We recom¬ 
mend that the projected revision of the 
Indian Boiler Act, which is now in¬ 
appropriate to the needs of the industry, 
should proceed with all possible speed. 
Consideration might also be given to the 
need for changes in existing arrange¬ 
ments for pressure vessel inspection. 

# 

(ii) We recommend that inspection 
procedures should be simplified, and 
particularly that unnecessary multiple 
inspection should be eliminated. The 
number of qualified inspectors should 
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be increased as a matter of urgency. 

(iii) Quality control should be 
treated as a part of production control. 
To propagate this, we recommend that 
the public sector should place orders 
only with companies who make ade¬ 
quate provision for quality control. 
Advice and assistance in this regard 
would be available from agencies such 
as Lloyds. 

(iv) Ultrasonic methods bf inspec¬ 
tion should be much more widely 
used. Pending the creation of opera¬ 
tion training facilities in India, use 
should be made of the facilities avail¬ 
able in the United Kingdom. Trained 
operators should be seconded to the 
United Kingdom to gain practical ex¬ 
perience, and use should be made of the 
facilities of the Non-Destructive Train¬ 
ing Centre at Harwell. A nucleus of 
Indian experts should be created, and 
attached perhaps to the proposed Weld¬ 
ing Research Institute. 

(v) Consideration should be given to' 
the establishment of a National Ins¬ 
pection Authority, empowered to grant 
or withhold official recognition to parti¬ 
cular inspection bodies. 

(j) Design, Know-how, Spares, Services 

Over the near future, it is inevitable 
that fresh know-how will have to be 
obtained through collaboration agree¬ 
ments or by direct acquisition. But there 
is a need to stimulate development by 
indigenous manufacturers, particularly 
those without foreign collaborators. 

We recommend that, if practical 
arrangements can be made, the 
government should stimulate develop¬ 
ment by such manufacturers, by plao- 
ing orders for prototypes with them, 
‘in parallel’ with the placing of an im¬ 
port order. This would allow testing of 
the prototypes without the associated 
risk of delay in case of failure, and the 
scheme could be financed at least in 
part by clawback from successful de¬ 
velopments. 

We are aware that this proposal may 
have implications reaching far beyond 
the process plant industry, although it 
does not in fact constitute a major 
extension of existing policies for the 
stimulation of industrial development 
generally. We must nevertheless com¬ 
mend it for consideration as the most 
likely means of dealing with this prob¬ 
lem in the case of the process plant 
manufacturing industry. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 



/MIMMDRfl 

EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties-*you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so I Please write to: 

MNOUSTAN ALUMINIUM 
CORPORATION LTD. 

Work*: RomiKoot, U.P. 

Offictfj BOMBAY 
OCLHK alcuttx-madra $ 
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A GROUP of financial journalists in the capital was told last week by a Deputy 
Secretary in the Ministry of Industrial Development that the Government of India 
no longer looked upon foreign private investment as a vehicle for significantly 
supplementing domestic savings or securing foreign exchange for the import of 
equipment. In the view of the government, as stated by this official on this occa¬ 
sion, foreign collaboration is now meaningful only in terms of its being found neces¬ 
sary as a source of sophisticated technology or know-how in which domestic 
industry or science may be deficient for the time being. 

We do not doubt that this official was correctly expressing the government’s 
point of view. In fact, a press note issued by the Ministry of Industrial Develop¬ 
ment a few days earlier had said that, barring relaxations where dearly justified, as 
for instance, in the case of export-oriented schemes or projects in the small-scale 
sector proposals for foreign collaboration would be considered only in the more 
complicated or newer areas of technology which might not be able to do without 
imported know-how in the proximate future. This statement included an illust¬ 
rative list of 121 items for which schemes of foreign collaboration might be examin¬ 
ed or entertained by the government. 

It should be interesting to know to what extent the government’s decision to 
rule out virtually financial collaboration by foreign entrepreneurs or investors has 
been prompted by the fact that this country has in fact not been receiving much 
foreign private capital anyhow. To go back by a few years, the net inflow of both 
direct and portfolio foreign business investments in the private sector in our coun¬ 
try was Rs 81 crorcs in 1963-64, Rs 104 crores in 1964-65, Rs 74crores in 1965-66 
and Rs 161 crores in 1966-67. It is possible for the government to take the view 
that these amounts have not been so large that the discontinuance of foreign capital 
inflow of this order would break the back of the economy of this country or even 
incommode seriously the progress of our industrialization. 

As against this there is the consideration that there is no reason, objectively 
speaking, why, given appropriate conditions, the industrially advanced economies 
of the world should fail to contribute more in the future out of their capital surpluses 
to the investment needs of our country. It follows that the government’s intention 
of writing off foreign capital as a means of supplementing our domestic savings is 
essentially a product of our policy-makers not being prepared to take the measures 
which may be necessary for creating the right climate for an increased inflow of 
foreign investments. Right now this climate has less to do with our tax laws or 
the earnings prospects of foreign investments than certain policy attitudes on the 
part of our government which are clearly based on political objections to foreign 
capital building up a more prominent presence in our economy. 

It is necessary that the nation should be assisted in appreciating the economic 
costs to itself of these political postures taken up by its rulers. In the first place, 
our country has to find a certain amount of foreign exchange for servicing existing 
foreign investments. The outflow on this account was about Rs 71 crores in 
1966-67 and it should be more now. This country has so far been able to adjust 
this expenditure of foreign exchange against the much larger inflow of foreign 
investments. If, as a result of the restrictive policy towards foreign investments 
which is nowvbeing favoured, the inflow of foreign capital is discouraged, the ser¬ 
vicing of existing foreign investments will become more and more of a direct charge 
on our receipts of foreign exchange from trade. This would mean t hat there would 
be correspondingly less from our export earnings for financing our essential 
imports. 

There is also the possibility that, as a result of current governmental attitudes, 
there may be a steady curtailment of scope for the reinvestment of the earnings of 
existing foreign investments. This would mean that the outflow of foreign capital 
may tend to increase just at a time when government policies arc frowning upon 
the inflow of new foreign financial investments. These trends will certainly not 
bring aid or comfort to our balance of payments which is not well-situated to in¬ 
vite pressures of any kind. 

There is also the question whether the government’s almost total resistance to 
new financial collaborations between domestic industry and foreign entrepreneurs 
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or investors will not have the effect of 
unduly increasing the dependence of the 
nation on development aid from foreign 
governments. To the extent the govern¬ 
ment proposes to deny the nation 
possibilities of some of its essen¬ 
tial requirements of capital goodsf 
being financed by foreign private 
capital investments in our industry, 
our reliance on intergovernment assis¬ 
tance must grow. At the same time, 
our government's illiberal approach to 
foreign private capital may make it more 
difficult for some of the aiding countries 
to extend development assistance to 
us. 

The governments, for instance, of 
Japan, West Germany, the United King¬ 
dom and Sweden seem particularly inte¬ 
rested in reserving a good part of their 
development aid to the sponsoring of 
collaborations, including equity partici¬ 
pation, between their respective busi¬ 
ness communities and private enterprise 
in this country. Large amounts of US 
counterpart funds are being utilised for 
facilitating comprehensive collaboration 
agreements between American firms and 
industrialists in our country. Interna¬ 
tional financial institutions and multi¬ 
national banks abroad are also interested 
in contributing resources to such colla¬ 
borations. It is therefore more than 
likely that our government's casual atti¬ 
tude towards foreign capital may well 
have adverse repercussions on the deli¬ 
cate patterns of development aid from 
foreign governments or other forms of 
foreign institutional finance. 

It is worth noting, moreover, that our 
government's open opposition to new 
foreign private investments is being 
advertised at a time when quite a few 
countries in the developing world and 
even outside are displaying a healthy 
interest in comprehensive collaboration 
arrangements with private enterprise in 
our country. In several African and some 
west European countries Indian capital 
and enterprise have been able to find 
local partners. Nearer home, Malaysia 
is being similarly receptive while some 
of our leading industrialists have lately 
been talking hopefully of joint ventures 
in Iran and Australia among other 
countries. In our view it goes against 
the grain of this constructive develop¬ 
ment in economic co-operation among 
peoples across national frontiers that our 
government should become antagonistic 
to the ingress of savings and entrepre¬ 
neurial capital from other parts of the 
world. 

Finally, it is surely unrealistic on the 
part of our government to assume that 
aid or trade prospects are so reassuring 
that it can afford to shun supplementary 
resources for providing adequately for 
our essential imports of critical mate¬ 


rials or capita] goods. Recent experi¬ 
ence has shown that, as against such 
relief which our balance of payments may 
have obtained already, or may obtain 
in the coming years from improved 
food production within the country, 
the National economy is becoming 
more and more deficient in net 
exportable surpluses of some com¬ 
modities while becoming increasingly 

Three Pillars 

There need be no doubt whatsoever 
about West Germany’s growing interest 
in economic collaboration with India. 
For it is already close, in fact “closer 
ever than probably most Indians and 
Germans realise”, as Dr Guenther.F. 
Werner, the West German Charge de 
Affaires, told the fourteenth annual 
general meeting of the Indo-Gerraan 
Chamber of Commerce in Bombay 
recently. This collaboration rests on 
three pillars, according to him. The 
three pillars he referred to are West 
German aid to India, Indo-West Ger¬ 
man industrial collaboration, and Indo- 
West German trade. 

Reference was made on the occasion, 
both by Dr Ing. B.P. Godrej, President 
of the Indo-German Chamber of Com¬ 
merce, and Dr Werner, to each one of 
these three pillars and some of their 
observations thereon were quite re¬ 
vealing. As Dr Godrej pointed out, 
West German development aid to India 
in 1969-70 aggregated DM 250 million, 
bringing the total West German aid to 
India so far to DM 4,755.2 million, 
and, for t^e year 1970-71 also, according 
to him, “India can expect the same 
amount of aid” (as in J 969-70). This 
much is more or less generally known. 
But certain other features of West Ger¬ 
man aid which are not so well-known 
were disclosed by Dr Werner. Apart 
from the fact that German net transfer 
to developing countries of official and 
private capital, in 1969, amounted to 
DM 8 9 billion (Rs 1,780 crores) or 
71 times as much as that of all com¬ 
munist countries put together, it was 
also much in excess,of the one per cent 
of GNP target set by UNCTAD II 
— 1.48 per cent to be precise. More or 
less in conformity with the Pearson 
Commission (PC) recommendations, 
West Germany’s new development 
loans have a maturity generally of 30 
years (25 to 40 years according to PC) 
a grace period of eight years and an 
interest rate of 2.5 per cent (not ex¬ 
ceeding two per cegt according to PC). 
A noteworthy feature of all West 
German aid in 1969 was that outright 
grants and loans with a grant element of 
at least 61 per cent constituted almost 
three-fourths of total official aid commit¬ 
ments. Further, being a prominent 


dependent on imports for part of its 
requirements of several raw materials 
for industry. In the circumstances it is 
surely reasonable to ask how the govern¬ 
ment is justified in condemning the 
country to the consequences of a delibe¬ 
rate rejection of such contribution as 
foreign private capital may be able to 
make to the raising of the rate of invest¬ 
ment in our industrial expansion. 

of Friendship 

advocate of total untying of aid, Wes 1 
Germany's tied loans in 1969 amounted 
to less than a third of her total loans. 
Accordingly, Dr Werner was on a fair/y 
good wicket when he discounted the re¬ 
mark, recently made in the Lok Sab ha, 
that West German aid was but another 
form of export promotion. West 
Germany, which has herself benefited 
from foreign aid, is a staunch believer 
in foreign aid, which explains why, 
between 1968 and 1972, West Germany’s 
economic assistance to developing 
countries is proposed to be increased by 
11 per cent annually, as compared to a 
targeted annual rise of only 5.5 per 
cent in her total federal expenditure. 
This should be good news to India 
which has been having a lion’s share 
of this assistance. 

Referring to Indo-German joint ven¬ 
tures, Dr Godrej welcomed the conti¬ 
nuing West German interest in collabo¬ 
ration with India, as witness the recent 
Dr Abs delegation to this country, and 
noted that, last year, more Indo- 
German joint ventures were sanctioned 
than Indo-American joint ventures. 
(28 Indo-German joint ventures — 24 
technical and 4 financial — were sanc¬ 
tioned in 1969). This, as Dr Werner ob¬ 
served, “is the most promising way of 
boosting Indian exports to Germany”, 
in that these joint ventures it is that 
produce to a significant extent for the 
markets not only in West Germany but 
in other EEC countries as well. This is 
understandable, because such firms are 
in a better position than others to know 
the exact requirements of the German 
markets. It is reassuring to note that, 
as recommended by the Abs Delegation, 
Dr Werner also holds that “setting up 
joint ventures with the specific purpose 
of exporting a significant part of their 
production could bring about a con¬ 
siderable expansion of Indian exports to 
Germany.” This* incidentally, is also 
a condition that the Government of 
India imposes on joint collaborations. 

As per Dr Werner’s statistics, 
up to 1969, as many as 463 col* 
laboration agreements were sane* 
tioned, while 350 collaborations 
were already working, and this 
makes West Germany third among 
the countries having industrial cotlabo- 
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ration with India. She is also third with 
regard to private capital invested in 
India, though the absolute amount of 
this investment may be small (DM 168 
million). The German Charge de 
Affaires added significantly: “Both the 
Indian and the German governments 
regard this investment as by far too 
low”. It is, in fact, so, as a comparison 
of Germany investment in Brazil 
(with a population of only 94 million) 
and in India (with a population of over 
550 million) will show. Thus, West 
German direct investment in Brazil in 
1968 stood at DM 1.2 billion, which is 
almost eight times of that in India in 
that year! It should not be difficult to 
get West Germany to step up her invest¬ 
ment in India, although we are not sure 
whether the present government of 
India would view with favour the growth 
of giant companies as in Brazil, be they 
Indo-German or even solely Indian, for 
that matter. Also, as things stand, it is 
a moot point if the Government of 
India's attitude towards foreign invest¬ 
ment will cease to be “ambivalent”. It 
must be conceded that the outcome of a 
policy of granting limited scope is a 
limited flow and a limited stake of 
foreign investment. It may even be that 
this policy of limited scope involves high 
economic costs and that India may keep 
out precisely those foreign industries 
which are technically most advanced.' 
But, as Dr Werner himself noted, it is 
not so much economic considerations 
that prevail today as socio-economic 
-cum-political considerations with an 
overtone of ideology to boot. So, not 
all his exhortation about “a lot of con¬ 
fused thinking about the benefits of 
foreign investment for the host country” 
is likely to move our government. 
Even so, the interesting points he made 
while on this question are worth noting. 

For instance, he dwelt on two views 
which he considered as mistaken — 
one, that direct foreign investment is 
more expensive than a fixed interest 
loan, and, two, that direct foreign invest¬ 
ment involves foreign control over the 
host country’s economy. To illustrate his 
point, he took the examples of a 
loan carrying nine per cent interest and 
of a foreign direct investment earning an 
after-tax profit of 12 per cent. In the 
case of the latter, on the basis of a re¬ 
cent Reserve Bank of India study, he 
further noted that foreign companies 
normally remit about one half of their 
net profits, retaining the remaining half 
for investment in the host country 
(India). Again, he made the point that 
remittances emerge only after the in¬ 
vestment has become profitable, where¬ 
as, in the case of a loan, interest be¬ 
comes payable right from the date of 
receipt. Besides these. Dr Werner in¬ 
stanced other advantages of direct 
investment, such as import of know¬ 
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how, training of indigenous personnel, 
access to the parent company’s sales 
network and management, perhaps the 
scarcest factor of production in the 
world today. In regard to the second 
point, he maintained that the position 
was just the reverse, foreign investment 
actually giving the host country a lever¬ 
age on the donor country. Recalling 
that, in the two years 1965 and 1966, the 
Federal Republic of Germany had an 
inflow of direct foreign investment of 
DM 4,984 million, (almost 18 times the 
corresponding flow to India — some 
Rs 531 million between March 1965 and 
March 1967) which evoked resentment 
among certain circles in West Germany, 
he said how both the West German 
government and economists unanimous¬ 
ly held that direct foreign investment 
was, and continues to be, beneficial to 
their country. As a result, he noted, 
the efficiency of the West German 
economy had greatly improved and 
the West German economic growth rate 
also had been stepped up markedly. 
But, as stated earlier, what matters is 
not so much Dr Werner’s conviction 
ftius, that private foreign investment 
can greatly contribute to our economic 
growth, as the readiness of the powers 
that be in India to share such a convic¬ 
tion. 

On the question of fndo-German 
trade also, Dr Werner had some start¬ 
ling statements to make. He questioned, 
for instance, the correctness of the point 
made by many in this country that a 
trade deficit is bad ipso facto. India 
has an adverse balance in her trade 
with West Germany, the peak having 
been reached in 1965-66. In view of this 
large and persistent deficit, the Govern¬ 
ment of India decided to cut it to size 
by restricting imports from West 
Germany, wherefore the volume of 
Indo-German trade naturally shrank. 
But, to Dr Werner, this is not quite the 
thing to do, at any rate so long as the 
Indian deficit is more than covered 


Following the news that the Egyptian Govern¬ 
ment has approached the British Government 
for a revision of the 1936 Treaty, comes the 
news that the Egyptian Finance Minister 
threatens to resign, if the British Government 
does not agree to the abolition of the British 
Cotton Export Control Committee. The British 
Government has been tilt now purchasing the 
whole of the Egyptian crop and crediting the 
purchase price to the account of the Egyptian 
Government in blocked sterling, which has by 
now swollen to £ 400 million. This phenome¬ 
non is very much similar to what we are familiar 
here and is in fact common to the whole of the 
Middle East. Wherever the British are in 
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by the West German aid. He thus 
averred: “It must not be overlooked 
that aid in real rather than in monetary 
terms can only be transferred via a 
trade deficit. If trade is balanced, as 
it is, with the east European countries, 
there can be no net aid in real terms. 
As long, therefore, as India considers 
capital import to be useful for speeding 
up development, she has to plan for a 
trade deficit equal to the desired amount 
of net aid”. Well, here is something 
for our government to ponder over. 

To do Dr Werner justice, wc must 
also add that he was not for any slac¬ 
kening of efforts on our part to push 
our exports. In fact, he said: “Allow¬ 
ing of a trade deficit, of course, docs not 
at all imply that India should not make 
every effort to boost her exports and 
thus simultaneously to widen the scope 
for her imports.” And, in this context, 
he alluded approvingly to the joint 
efforts of both t he West German and the 
Indian governments, such as the setting 
up of a joint Engineering Export Pro¬ 
motion project, a project which he desc¬ 
ribed as “unique- in the history of 
world trade”. To quote him, “here, for 
the first time, a country spends energy 
and money not to promote its exports 
but its imports!” Notwithstanding this, 
he was objective enough’ to admit that 
this was not altogether “altruistic”, in 
that more imports by India meant more 
exports for West Germany. 

While on Indo-Gferman trade, both 
Dr Godrej and Dr Werner seemed to 
suggest that the Government of India’s 
statistics were more or less incomplete. 
The latter clarified the point when he 
observed: “Indian trade statistics 
don’t take into account indirect trade 
via third countries Consequently, 
since West Germany’s indirect imports 
from India considerably exceed her in¬ 
direct exports to India, Indian trade 
statistics exaggerate the extent of the 
Indian deficit”. Taking into account 
this indirect trade, we are told, the 


effective political control, they behave just in 
the same manner. It is really a political pro¬ 
blem. That is the reason why all political 
parlies in Egypt have demanded a revision of 
the 1936 Treaty. The Iranian Delegation made 
a similar request during its stay in London. 
The solution lies in the withdrawal of military 
control. The Egyptians have found by 
experience that their independence amounts to 
pretty little in the presence of British troops 
on the Egyptian soil and in full military control 
of the Suez and the Nile. Hence the Egyptians 
have demanded a revision, though it is due onlv 
in 1956. 


£aitetn &onomi6t -25 "Qqo 

AUGUST 3, 1945 
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Indian deficit in 1968-69 was not Rs 
932 million, but only Rs 372 million, or 
as much as Rs 360 million less! (Ger¬ 
man aid in 1968-69, by the way, was 
more than this). This, again, is an as¬ 
pect that our government should look 
into. For, if such large volume of trade 
between India and West Germany has 
been passing through third countries, 
some countries importing from India 
must be finding it possible to export to 
West Germany after adding their own 
margin of profit. Otherwise, i.c. if these 


countries are taking goods from India 
and under-selling us in countries with 
which we have already established trade 
relations, then, they must have * some 
ulterior motives, if not to disrupt our 
normal channels of trade, as there have, 
in fact, been frequent allegations in res¬ 
pect of re-exports by some east Euro¬ 
pean countries with whom we have 
rupee payment agreements.. Anyway 
our Foreign Trade Ministry must go 
into this question fully and try to put 
an end to any such unhealthy trend. 


New Threat from Pakistan 


in a press note issued on July 16, 
the Indian Jute Mills Association drew 
attention to the further deterioration 
in our jute industry’s position in the 
world market vis-a-vis Pakistan. This 
has happened because of the increase 
in Pakistan’s bonus voucher on the 
export of jute goods from 30 per cent 
to 35 per cent. As a result, Pakistani 
exporters have started offering a dis¬ 
count of 50 per cent on Indian quota? 
tions for sacking goods. The price 
advantage will now increase from Rs 
1073 to Rs 1425 per tonne for hessian, 
from Rs 983 to Rs 1178 for sacking, and 
from Rs 1568 to Rs 1965 for carpet 
backing. The IJMA has pointed out 
that unless the Government of India 
offers a substantial counter-subsidy im¬ 
mediately Pakistan will rapidly capture 
the bulk of India’s export business in 
carpet backing along with what remains 
in this country’s hessian markets. 

Pakistan’s decision to improve the 
competitive capacity of its jute industry 
by enhancement of the bonus voucher 
is hardly surprising. The jute industry 
in Pakistan has always received prompt 
and generous assistance from its govern¬ 
ment in various forms and, as a result, 
its exports have shown a steady and 
spectacular increase. Export of jute 
goods as a percentage of production 
went up from 74 in 1960 to 85 in 1968, 
as shown in the table below. 


(000 tonnes) 


Year 

Produc¬ 

tion 

Exports 

Exports as 
percentage of 
production 

1960 

257 

191 

74 

1961 

249 

205 

82 

1962 

285 

233 

82 

1963 

313 

234 

75 

1964 

295 

234 

80 

1965 

369 

282 

77 

1966 

432 

362 

84 

1967 

438 

371 

85 

1968 

539 

454 

85 


Source : Statistics of the Pakistan Jute 


Mills Association. 

Pakistan’s export of carpet backing 
has been particularly significant. In 


1963 Pakistan’s export of carpet back¬ 
ing amounted only to 2200 tonnes. In 

1964 there was a sharp increase to 6600 
tonnes. Since then there was a consider¬ 
able and continuous increase in exports 
to 14,400 tonnes in 1965, 20,000 tonnes 
in 1966, 24,900 tonnes in 1967 and 
35,000 tonnes in 1968. 

In contrast, the performance of 
India’s jute industry has been far from 
satisfactory. The production of jute 
goods in India stood at 1,081,000 ton¬ 
nes in 1960 and in 1968 it was 1,106,000 
tonnes, which means virtual stagna¬ 
tion. It is relevant to recall that in 1965 
our production stood at 1,335,000 ton¬ 
nes. Our exports have also declined 
from 810,000 tonnes in 1960 to 671,000 
tonnes in 1968, though in 1964 and 1965 
they stood at 931,000 tonnes and 929,000 
tonnes respectively. The decline in ex¬ 
ports in relation to production was from 
74 per cent in 1960 to 61 per cent in 
1968. Our export performance in car¬ 
pet backing has however been impres¬ 
sive from 35,000 tonnes in 1960 to 
180,000 tonnes in 1968. 

In regard to sacking it is significant 
that while India’s exports declined from 
313,000 tonnes in 1960 to 94,000 ton¬ 
nes in 1968, exports from Pakistan 
rose from 124,000 tonnes to 243,000 
tonnes in this period. Our hessian ex¬ 
ports fell from 396,000 tonnes in 1960 
to 338,000 tonnes in 1968 while those of 
Pakistan jumped from 62,000 tonnes to 
155,000 tonnes. 

New Delhi is not unaware of these 
figures and their significance. Never¬ 
theless, its policy towards our jute 
industry continues, by and large, to be 
one of indifference. In April this year 
at the annual meeting of the IJMA, 
the chairman observed that it was 
“the persistent assistance given by the 
Pakistan government to its jute industry 
which has tilted the balance in its fa¬ 
vour demonstrably ahd effectively”. 
He suggested that if India was not to 
be eliminated altogether from the field 
of sacking and hessian, we should make 
“a determined effort, in partnership 


with the government, to reverse the pre¬ 
sent trends**. But these appeals and 
alanhs seem to have had little effect 
on the Government of India. Its un¬ 
helpful attitude is reflected not merely 
in its stubborn resistance to the aboli¬ 
tion of export duties but also in. its 
failure to bring about a steady improve¬ 
ment in the production and productivity 
of raw jute. The Planning Commission 
has observed in the fourth five-year 
Plan that at present only about one- 
third of the area under jute is covered 
by improved seeds and only about one- 
fourth of the area of jute cropped is 
fertilised. It has suggested that there is 
urgent need for a purposeful extension 
programme directed towards a more 
widespread use of fertilisers and im¬ 
proved seeds and has expressed the 
view that an increase in the yield of 
raw jute by 25 per cent is required for 
achieving the Plan’s target. But will the 
central government and the state 
governments concerned who have 
shown little enthusiasm for stepping up 
the productivity of raw jute be incUned 
to take energetic action at least 
during the fourth Plan? 


Pakistan’s action in making its ex¬ 
ports attractive has come at a time 
when the export of Indian jute goods 
has been held up on account of the dis¬ 
location in the Calcutta port. The 
IJMA has estimated that the jute in¬ 
dustry has incurred a loss of Rs 19 
crores in foreign exchange as a result 
of the hold-up of the jute cargo. It 
has warned that many foreign markets 
may have been lost permanently on 
account of customers diverting business 
to Pakistan or switching over to synthe¬ 
tics. The Indian jute industry has been 
constantly alerting New Delhi not 
merely about the threat from Pakistan 
but from synthetics as well. As recently 
as April this year, the industry pointed 
out that because of lack of buying inte¬ 
rest in the USA, synthetic backing 
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producers were offering various induce¬ 
ments to their buyers, including guaran¬ 
teed maximum price for a long period, 
and delivery in accordance with manu¬ 
facturer’s production programme. 

Now that Pakistan has intensified its 
competition, the time has surely come 
for the Government of India to shed 
complacency in regard to the problems 
of the jute industry. Action in the form 
of a counter-subsidy and in other ways 
is called for not merely to save a major 
industry from disaster but to protect 
the employment of several millions of 
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people in West Bengal. Nearly four 
million agricultural families are esti¬ 
mated to dfepend on jute cultivation for 
their chief source of income. Besides, 
the industry employs about' 240,000 
workers and thousands of others are 
involved in the various aspects of the 
jute trade. Jute goods account for about 
40 per cent of all the export cargo pass¬ 
ing through Calcutta port. It is all the 
more important therefore that the 
problem of improving the competitive 
capacity of our jute industry should 
receive immediate and imaginative 
attention from the Government of India. 
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government. There is reason to believe 
that some part of the liability of tho 
Food Corporation of India to the bank¬ 
ing system was taken over by the centre 
as investments of the Reserve Bank of 
India in its banking department in the 
week under reference increased to Rs 
116.38 crores from Rs 92.52 crores 
along with a drop in borrowings of 
scheduled commcielal banks from the 
Reserve Bank to Rs 254 .13 crores from 
Rs 290.58 crores. 

There has, therefore, been a lot of 
window-dressing and on present indi¬ 
cations there is no prospect of a distinct 
improvement in money conditions in 
the coming months. The additions to 
bank deposits have not so far been at a 
faster rate than in 1969 in spite of the 
opening of a large number of branches 
in new areas. The restrictive credit 
policy of the Reserve Bank has probably 
been responsible for a diversion of 
funds from the banking system to in¬ 
dustrial units. These have been making 
vigorous efforts to mobilise deposits on 
their own account and they accept also 
loans in order to overcome the diffi¬ 
culties created by the tight-fisted policy 
of the monetary authorities. If there was 
a growth in bank deposits on . the scale 
of last year even with these diversions 
it should be said that the pace of mone¬ 
tisation of the economy is getting accele¬ 
rated. With the central government due 
to complete its second stage of the 
borrowing programme for 1970-71 by 
September and the state electricity 
boards, statutory financial corporations 
and public bodies also anxious to raise 
their requirements, it is difficult to say 
how the scheduled commercial banks 
will be able to reduce their borrowings 
as fresh additions to bank deposits will 
have to be almost fully earmarked for 
being invested in new loans. 

It is likely that the Food Corpora¬ 
tion of India will not be able to reduce 
its stocks of wheat significantly In the 
lean months as the outlook for the 
kharif crops is encouraging with good 
rainfall all over the country and ade¬ 
quate stocks of foodgrains are held by 
traders. The contraction in advances 
against foodgrains may not, therefore, 
be sizable. An improvement in the over¬ 
extended position of the banks can thus 
take place only with a contraction in 
advances against sugar and other com¬ 
modities. The Reserve Bank will, there¬ 
fore, have to make available refinance 
facilities liberally and serious diffi¬ 
culties may be experienced in the 
1970-71 busy season if the efforts 
to mobilise deposits on an emer¬ 
gency footing do not yield specta¬ 
cular results and it becomes also 
necessary to expand credit for meet¬ 
ing the needs of borrowers in the 
priority sectors. 


State Loans and?After 


The succfss of the borrowing pro¬ 
gramme of the state governments for 
1970-71 is a clear indicat on of how 
determined management by the Reserve 
Bank of India of the floatations of the 
loans can result in a sizable diversion 
of funds to the public sector irrespective 
of the state of the money market. But 
for the nationalisation of banks, the 
subscriptions for 15 state loans would 
not have been so encouraging and it 
would not have been possible to borrow 
a larger net amount than when the 
banks and other credit institutions 
liad larger surplus resources at their 
disposal. 

Obviously, the nationalised banks, the 
Life Insurance Corporation, provident 
funds and trusts have lent sizable sup¬ 
port to the various loans and the lists 
-could be closed virtually on the opening 
day. While the announcement about 
the closing of 10 loans was made with¬ 
in three hours after opening on July, 
15, the Reserve Bank stated even be¬ 
fore the commencement of banking 
hours on July 16, that all the remaining 
loans had been fully subscribed. In 
1969, all the loans were over-subscribed 
within two hours as the state govern¬ 
ments came on the market much later 
in the year and conditions in the money 
market were more comfortable. 

The paucity of funds on the present 
occasion has not, however, been a dis¬ 
advantage to the borrowers as total 
subscriptions amounted to Rs 163.53 
crores against tbe notified amount of 
Rs 142.50 crores. Cash subscriptions 
accounted for Rs 130.89 crores and 
conversion applications for Rs 32.64 
crores. The amount accepted was Rs 
157.06 crores. Allowing for maturing 
loans of Rs 57 crores the net amount 
borrowed will be Rs 100.06 crores 
against only Rs80.74 crores in the previ¬ 
ous year even with heavier subscrip¬ 
tions, Then, 15 state governments 
asked for a gross amount of Rs 


155 crores. Subscriptions were received 
for Rs 183.66 crores, of which Rs 
46.36 crores was secured by way of 
conversion applications. The amount 
accepted was Rs 170.13 crores and the 
net amount borrowed was Rs 80.74 
crores, as stated above, there being ma¬ 
turing loans for Rs 89.39 crores. 

The immediate strain on the money 
market will be more keenly felt as the 
amount involved in respect of two ma¬ 
turing loans, those of Maharashtra and 
Bihar, for Rs 10.20 crores will have to 
be repaid only on September 3 and 
October 13 respectively. Only 10 loans, 
outstanding to the extent of Rs 46.80 
crores fell due for repayment on 
July 15. 

It is true that there was no immedi¬ 
ate increase in interest rates. But this 
was due to the fact that the adjustments 
by the central and state governments 
were carried out slowly and there was 
anxiety to relieve the pressure on the 
money market by expediting payments 
against outstanding government bills. 
These procedures, however, cannot 
afford any substantial relief to the bank¬ 
ing system as the current slack season 
has not run true to form so far. Actually 
the anticipated additions to the surplus 
resources of the banking system prior 
to the floatation of the state loans, did 
not materialise because of the need for 
the Food Corporation of India to conti¬ 
nue its procurement operations vigo¬ 
rously. 

During the week ended July 10, net 
advances of scheduled commercial 
banks rose by Rs 45.01 crores against 
an increase in net deposits by Rs 32.43 
crores. It became, therefore, necessary 
to reduce cash balances. If there was a 
drop in borrowings of these banks from 
the central banking institution in the 
same week to Rs 253.33 crores from 
Rs 283.96 crores, it was due; to special 
adjustments carried out by the central 
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Man-Made Fibres in the Seventies 

S- P- CHOPRA 


At the seminar on man-made fibre 
industry held in the capital on July 14, 
under the auspicics of the Association 
of Man-made Fibre Industry (AMFI), 
there was near-unanimity in regard to 
the important part which this industry 
can play in revolutionising clothing 
habits in this country. Dr Triguna Sen, 
Minister for Petroleum, Chemicals and 
Mines Sc Metals, who inaugurated the 
seminar, said that it was “our duty to 
ensure that such a revolution does take 
place'’. At present the contribution of 
the man-made fibre industry to clothing 
requirements in this country is relative¬ 
ly small. It has been estimated that the 
per capita availability of fabrics from 
J 963 to 1969 was, on the average, 
16.10 metres a year in terms of cotton 
equivalent out of which the share of 
the man-made fibres was 1.90 metres— 
about 12 per cent of the total. Because 
the output of cotton in our country 
falls short of demand, increasing use of 
man-made fibres will relieve the pres¬ 
sure on our foreign exchange reserves 
a part of which has hitherto been used 
for importing cotton. Moreover, as 
emphasised by Mr S. P. Mandelia, 
President of the AMFI, it will help in 
bringing additional land under the 
cultivation of food crops by releasing 
it from the necessity of producing cotton 
for meeting growing clothing needs 

Global Trends 

The global production trends indi¬ 
cate that raw cotton has been steadily 
yielding place to man-made fibres. In 
1961, the share of raw cotton in the 
total world production of textile fibres 
was 66 per cent followed by man-made 
fibres at 24 per cent and raw wool at 
10 per cent. In 1968, the latest year for 
which figures are available, the share of 
raw cotton had dropped to 56 per cent 
while that of man-made fibres had risen 
to 36 per cent. Even raw wool had 
suffered by two percentage points. 
Among the man-made fibres, it is non- 
cellulosics (nylon yarn polyester yarn, 
polyester staple fibre and acrylic yarn) 
which have progressed much faster than 
cellulosics (viscose filament yarn, vis¬ 
cose staple fibre, acetate filament yarn 
and acetate staple fibre). Between 1961 
and 1968. the world production of 
non-cellulosics rose by more than four 
times from 832 million kg. in 1961 to 
3,768 million kg in 1968, but the output 
of cellulosics rose from 2,695 million 
kg to 3,534 million kg during the 


period under review. It was in 1968 
that the non-cellulosic fibres had scor¬ 
ed in production over cellulosics. 

In our country, however, cellulosics 
are way ahead of non-cellulosics. Last 
year, the production of cellulosics was 
90.8 million kg as against 13.8 million 
kg. of non-cellulosics (Table I). Among 
cellulosics, viscose staple fibre claimed 
the largest share at 58.2 million kg.; 
Gwalior Rayon alone produced 55.0 
million kg. of viscose staple fibre. The 
cellulosics enjoy one advantage over 
non-cellusoics in that a high proportion 
of the raw materials is available in the 
country. Gwalior Rayon has set up a 
unit in Kerala which produces pulp from 
bamboo. Travancore Rayons uses cot¬ 
ton linterS while South India Viscose 
produces rayon grade pulp from eucaly¬ 
ptus grown in Tamil Nadu. In other 
words, nearly two-thirds of our require¬ 
ments of pulp for cellulosics can be met 
from indigenous sources while the re¬ 
maining one-third has to be imported 
from abroad, especially “high grade 
pulp" for manufacturing tyre cord. 
For non-cellulosics, the entire require¬ 
ment of both caprolactam and D.M.T. 
has hitherto been imported from abroad. 

Future Growth 

The future growth of this industry 
depends to a large extent on the avail¬ 
ability of raw materials. For the manu¬ 
facture of rayon grade pulp bamboo and 
eucalyptus are basic requirements. It 
is worth noting that Gwalior Rayon 
has pioneered the manufacture of 
rayon grade pulp from these raw mate¬ 
rials and thus successfully accomplished 
an outstanding feat of import substi¬ 
tution. Since bamboo is also used for 
paper pulp and the demand for paper is 
rising at a fast pace, it is feared that the 
raw material for rayon might be in short 
supply in the near future. The seminar 
committee under the able guidance of 
Dr M. D. Parekh has analysed this 
question in detail in its study “Man¬ 
made Fibres in the 70s” and has come 
to the conclusion that “because of the 
importance of rayon in the economy of 
the country, we believe that should there 
be any shortage of forest products in 
future, rayon industry should suffer the 
least. We are therefore of the opinion 
that the expansion programme for rayon 
in future should not be influenced by the 
so-called future shortage of raw mater 
rials for pulp but should be mainly 


governed by the requirement and eco¬ 
nomy of the country as a whole”. The 
committee based its conclusion on. 
irrefutable facts. One hectare of eucalyp¬ 
tus plantation will yield, it has been 
estimated, through pulp and rayon 

Table I 

UNIT-WISE PRODUCTION OF 
MAN-MADE FIBRE IN INDIAIN1969 

(Production in 100 kgs) 


A. CELLULOSICS 


1. Viscose filament yarn 
Baroda Rayon 29,11 

Century Rayon 106,42 

Indian Rayon 22,46 

Kesoram Rayon 41,62 

National Rayon 86,10 

J. K. Rayon 27,07 

South Indian Viscose 34,05 

Travancore Rayon 19,19 


366,02 

2. Viscose staple fibre 

Gwalior Rayon 549,93 

South India Viscose 31,86 


581,79 

3. Acetate filament yarn 

Sirsilk 15,37 


4. Acetate staple fibre 

Sirsilk 4,61 


Cellulosics—Total 907,79 


B. NON-CELLULOSICS 

1. Nylon yarn 

Century Enka 1,21 

Garware 6,93 

Modipon 20,57 

Nirlon 19,61 

J. K. Synthetics 30,64 


78,96 

2. Polyester yarn 

Nirion 1,62 

J. K. Synthetics 42 


2,04 

3. Polyester staple fibres 
Chemicals and Fibres 
of India Ltd 57,38 


4. Acrylic yarn 

J. K. Synthetics 34 


Non-cellulosics, Total 138,72 


Source : Man-Made Fibres ip the ’70s 
(Report of the Seminar com¬ 
mittee). 
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plant no less than 2.25 tonnes of textile 
yarn while for bamboo plantation the 
yield in terms of yarn will be half of this 
quantity. In the case of cotton, however, 
yarn obtained from a hectare of land is 
around 105 kg. It follows that each 
hectare of land under bamboo or eucaly¬ 
ptus plantation is equivalent to 10 to 20 
hectares of land under cotton. Every 
hectare of land brought under one of 
these plantations releases 10 to 20 
hectares of land under cotton which 
can be used for other purposes such as 
the cultivation of foodgrains. 


Keeping the above facts in view, tho 
committee has forecast that the demand 
for viscose staple fibre would rise to 
120,000 tonnes in 1973-74 as against the 
modest target of the Planning Com¬ 
mission at 90,000 tonnes. The fifth five- 
year Plan target has been tentatively 
fixed at 200,000 tonnes (see Table II). 
Similarly, the combined demand for 
viscose filament yarn and acetate fila¬ 
ment yam has been forecast at 60,000 
tonnes for 1963-64 as against the Plan¬ 
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ning Commission's target of 64,000 
tonnes. This small difference in the 
latter cate is not of much significance. 

The demand for non-cellulosics has 
been growing in recent years because of 
the growing preference for synthetic 
fibre fabrics both in the rural and urban 
areas. Studies made by the National 
Council of Applied Economic Research, 
the Market Research Division of the 
Textile Committee and the Silk and Art 
Silk Mills Research Association have 
pinpointed four important factors 
which have stimulated the demand for 
these fabrics. They are: (i) Income 
effect-higher the income, proportion¬ 
ately more the expenditure on synthetic 
fabrics;, (ii) Age effect—younger the 
age, higher the preference for synthetic 
fabrics; (iii) Location effect—increas¬ 
ing industrialisation and urbanisation 
implies growing liking for synthetics; 
(iv) Occupation effect—as more people 
move from primary to secondary and 
secondary to tertiary occupat ons, pre¬ 
ference for synthetics increases. 

'in addition, there is a rising scope 
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for the utilisation of synthetics for non- 
apparel purposes such as furnishings, 
tapestry, carpets and industrial uses 
such as tyre cord, fishing nets, ropes 
and conveyor belts. Mr V. Sagar (of 
Nirlon Synthetic Fibres Chemicals 
Ltd) who was a member of the seminar 
committee and who explained at the 
seminar the basis adopted for projecting 
the demand for non-cellulosics, sum¬ 
med up the findings of the committee 
in these words: “Keeping in view the 
limitations of foreign exchange, the 
availability and prices of various tex¬ 
tiles now prevailing in the country, and 
extremely low increase in the per capita 
income at constant prices during the 
last seven years, we believe a target of 
production of 38,000 tonnes of synthe¬ 
tic fibres at the end of the fourth Plan, 
may be considered realistic. Out of the 
above figure of 38,000 tonnes, about 
20,000 tonnes may be taken for nylon, 
a minimum of 15,000 tonnes for polyes¬ 
ter fibre and about 3,000 tonnes of 
other fibres such as acrylics and 
PVA”. 

But it will be haul to reach these 


TARGETS FOR MAN-MADE FIBRES AT THE END OF FOURTH AND FIFTH PLANS 


Fourth Plan Fifth Plan 



Actual 

Targets of Suggested 

Suggested 

Suggested targets in S.C. 


production 
in 1969 

Planning targets by 

Commission Develop- 

targets in 
S.C. Report 


report 


’000 tons 

’000 tons 

ment 
Council 
’000 tons 

*000 tons 

Minimum 
’000 tons 

Maximum 
’000 tons 

A. TEXTILES 

1. Cellulosics 

1.1 Viscose staple regular | 

58.2 

9; 1.03 

110.00 

120.00 

200.00 

200.00 

1.2 Viscose staple polynosic f 

1,3 Viscose filament yarn ) 

38.1 

64.00 

64.00 

60.00 

76.00 

76.00 

1.4 Acetate filament yarn f 

2. Non-Cellulosics 







2.1 Synthetic staple 

Zl.l Polyester 

2.1.2 Nylon 

2.1.3 Polyproplene 

5.6 

12.00 

1.80 

24.50 

3.00 

14.00 

32.00 

46.00 

2.1.4. Acrylic 

2.1.5 PVA 


12.00 

10.00 

12.00 

10.00 

4.00 

8.00 

10.00 

8.00 

10.00 

2.2 Synthetic filament 

2.2.1 Polyester 


14.2 1 

Pohy- 12.00 \ 

14.00 ) 

25.00 

30.00 

2.2.2 Nylon 

7.5 

- I 

ester 22.5 ) 
Nylon 

.... f 

— 


2.2.3 Others 

B. INDUSTRIAL 






6.00 

1. Visccose filament 

2. Nylon/Polyester filament 

14.0 

Small 

* 


20.00 

22.00 

22.00 

quantity 

13.00 

13.00 

7.00 

13.00 



*May have been included in rayon filament targets. 

SOURCE : Man-made Fibres in the ’70s. (Report of the Seminar Committee). 
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targets unless the raw materials for non- 
cellulosics, namely, caprolactam and 
DMT are produced within the country. 
As stated earlier, both of these are be¬ 
ing imported at present. Action has al¬ 
ready been taken so as to set up capacity 
for the production of both caprolactam* 
and DMT. The Gujarat State Fertilizer 
Corporation is engaged in setting 
up a plant for producing 20,000 tonnes 
of caprolactam every year while the 
Indian Petro-chcmical Corporation is 
setting up a unit for DMT of 24,000 
tonnes capacity a year. Both these 
plants located in Gujarat are expected 
to start production in 1972-73.It follows 
that in the last year of the current Plan 
period, we will not be required to im¬ 
port any of these raw materials. It is 
time that the industry started urging 
the government to take steps for the 
establishment of one additional unit 
each for caprolactam and DMT so that 
the growing demand for synthetics could 
be met adequately in the fifth Plan 
period as well. 

While inaugurating the seminar, 
Dr Triguna Sen had made a pertinent 
reference to the price policy pursued by 
the manufacturers of man-made fibres. 
He sa^d: “Today, the prices of these 
fibres elsewhere in the world are compe¬ 
titive *vith the prices of natural fibres. 
And this has perhaps happened because 
manufacturers have appreciated that 
their future depends on an enlightened 
price policy—a restraint in current pric¬ 
es and profitability to ensure really rapid 
growth of the market, combined with 
heavy expenditure in research and 
development, to improve quality, and 
find economies in manufacture and 
marketing. Why this then cannot 
happen here too?” 

Fitting Answer 

An answer to this query by 
the minister was provided by Mr V. 
Sagar of Nirlon Synthetics who 
explained that in the case of a popular 
printed georgette sari costing Rs 52 or 
Rs 10.40 a metre in a retail shop, the 
weight of nylon yarn was about 40 
jxrams whose cost, exclusive of excise 
duties, was no more than Rs 1.78 .a 
metre, or 17 per cent of the total price 
of Rs 10 40 a metre. In the case of poly¬ 
ester, the cost of fibre was no more than 
11 per cent of the total cost of a metre 
of fabric, added Mr Sagar. What is 
more, yarn prices of man-made fibres 
are already on the decline and with 
increasing size of this industry, the 
prices of fabrics made from man-made 
fibres cannot but fall. 

The performance of this industry has 
been far from flattering on the export 
front. During 1963-64, the export 
earnings of this industry were as high 
as Rs 10 6 crores but in 1968-69, the 
value of exports had dropped to Rs 3.5 
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crores only. In 196$-70 the exports are 
reported to be of the same value as in 
1968-69. How is it that at a time when 
world markets for man-made fibres, 
yarns, fabrics and garments are expand¬ 
ing, our industry is not in a position to 
take advantage of it? An answer to this 
question was provided at the seminar 
by Mr N. M. Jain of Gwalior Rayon 
who said: “The uneconomic sizes of 
our plants push up our cost of produc¬ 
tion. Similarly, high import duties, 
taxes and various levies at different 
stages also reduce our competitive abi¬ 
lity. These difficulties can be solved by 
allowing larger plants and liberal expan¬ 
sion in the existing plant capacities. 
Manufacturers in developed countries 
also have elaborate development and 
research facilities supported by huge 
volumes of their turnover, which Indian 
manufacturers are lacking.” 

It will be possible for this industry 
to increase its exports only if steps are 
taken by the government to remove 
hardships. Mr Jain spelt out a seven- 
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point programme for increasing our ex¬ 
ports which included (i) measures for 
the recovery of losses by our exporters, 

(ii) institution of export incentives, 

(iii) a suitable draw-back scheme in re¬ 
lation to sales taxes, interstate taxes 
etc., (iv) continuous market research, 
(v) establishment of sales offices and 
branches abroad, (vi) consortium ap¬ 
proach to marketing abroad, and (vii) 
provision for special export freight 
rates. 

While no precise estimates have been 
made by the seminar committee in re¬ 
gard to exports of man-made fibre 
industry, Mr Jain was of the view that 
if the industry and the exporters evolved 
a programme to boost exports, it would 
be possible to raise exports of this in¬ 
dustry to Rs 32 crores in 1973-74, (Rs 
20 crores of fabrics and clothing, Rs 2 
crores of tyre cord and Rs 10 crores of 
fibres and yarn). But these are no more 
than guesses as no effort has been made 
so far—as admitted by Mr Jain—to 
conduct scientific market research. 


Now General Insurance ? 

R- V- MURTHY 


These are days of 10-point (for state 
parties, the number is even more, as 
witness the 35-point programme of the 
Bihar united front government) and 
time-bound programmes, and each 
political party vies with the other in 
putting forward such programmes main¬ 
ly, of course, with a view to catching 
popular imagination. It may not be far 
wide of the mark to say that few, if any, 
who flaunt such programmes take the 
trouble to do their home-work ade¬ 
quately, if only to satisfy themselves 
about the feasibility of each and every 
item embodied in these programmes. 
Perhaps the cynical citizen will say this 
is too much to expect of the generality 
of our politicians. Be that as it may, 
what amazes one is how even some of 
our seasoned politicians allow them¬ 
selves to get caught in such tight cor¬ 
ners, as, for instance, Mr Y.B. Chavan, 
who is now confronted by the dilemma 
whether to nationalise general insurance 
or not. May be, when he full-throatedly 
supported the demand for nationalising 
general insurance, he did not bargain for 
the Finance Ministership and, therefore, 
for the actual responsibilty of imple¬ 
menting the proposal. It, therefore, re¬ 
mains to be seen whether, in the event, 
he will succumb to the pressure of slo¬ 
gan-shouting socialists*in his party or, 
the shrewd man he is, he will succeed 
in dissuading them from proceeding 
along the perilous path they have pom¬ 
pously prescribed for themselves. 

The Committee of the Indian Mer¬ 


chants’ Chamber, Bombay, (IMC) 
which submitted a memorandum on the 
subject to Mr Chavan a few days-ago, 
it seems, still nurses the hope that he 
may do the latter, although he only 
patiently listened to the IMC presi¬ 
dent, Mr S.P. Godrej, and reportedly 
refrained from revealing his reactions to 
the memorandum. Intriguing as this is, 
recent reports make the position 
positively disturbing. It is suggested, 
for example, that the union cabinet has 
already taken the decision to nationalise 
general insurance and that an official 
announcement to this effect is expected 
any time. According to one daily 
newspaper, matters have in fact reached 
such an advanced stage that general 
insurers have all but reconciled them¬ 
selves to the worst inevitable. Does it 
then mean the relevant bill has already 
been drafted to be introduced in the 
Lok Sabha when Parliament reopens on 
July 27, or is it going to be one more 
ordinance as in the case of bank na¬ 
tionalisation? These are being openly 
posed today. 

For my part, 1 feel that these are at best 
speculative thoughts. Though a section 
of opinion, especially in therulingparty, 
may be strongly in favour of nationlis- 
ing general insurance, the problem is not 
that simple as to admit of any hasty 
decision. More than in the case of 
banks, the international implications in¬ 
volved in this case are quite far-reaching. 
There are as many as 67 foreign general 
insurance companies and, while then" 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 





EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 


HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P, 
Offices: BOMBAY 

Oelhi-calcuttamaoras 
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aggregate business today may be only 
la the region of 16-20 per cent of the 
total volume of general insurance busi¬ 
ness underwritten in the country, their 
role as re-insurers of the bulk of foreign 
business' of Indian general insurers can¬ 
not be underestimated. Then there are 
the problems that may arise by reason 
of probably retaliatory measures in 
countries where Indian general insurers 
have been operating. In short, nationali¬ 
sation of general insurance will, instead 
of helping this country’s trade and in¬ 
dustry, add to the burdens of an already 
heavily hard-pressed government. Nor 
will it prove to be a Kamadhenu (if the 
powers that be have any such illusions) 
for financing the fourth five-year Plan, 
the average annual net profits being no 
more than about Rs 2.5 crores, which 
may further shrink after nationalisa¬ 
tion. 

The Main Question 

In view of all these, I think it is too 
premature yet to speculate on what form 
nationalisation may take, such as, will 
it be as in Ceylon and so on. The more 
appropriate question that everyone, 
including the government, must ask 
today is: Is nationalisation of general 
insurance called for at all? As we have 
stated ere now in these columns, 
it is not, especially after introducing 
social control and, more particularly 
after the amended Insurance Act be¬ 
came effective on June 1,1969. Itmaybe 
added here that the latest amendments 
followed a very careful and detailed 
examination of the subject by the autho¬ 
rities themselves. The present provisions 
of the Insurance Act, as the IMC 
memorandum has pointed out,“are far- 
reaching and vest adequate powers in 
government to regulate and control the 
industry in any desired manner.” How 
far-reaching and comprehensive these 
provisions are will be evident from the 
following Extract from the presidential 
address of Mr M.R.B. Sheth at the last 
general meeting of the Indian Insurance 
Companies* Association held in Cal¬ 
cutta in May last. 


“Reduction in premium rates in 
the fire department up to30 per cent; 
reduction of agent’s commission from 
15 per cent to 5 per cent in fire; 10 per 
cent to 5per cent in marine and 15 per 
cent to 10 per cent in accident busi¬ 
ness; restriction on voting rights to 
5 per cent per person; stipulation to 
keep 75 per cent of the assets only in 
approved investments, the balance 
25 per cent being under the close 
scrutiny of the Controller of In¬ 
surance who can direct realisation of 
any such investments; restriction of 
investments in one company to 10 
per cent of the insurance company’s 
assets or 10 percent of the sharecapi¬ 
tal and debentures of the company; 


prohibition of investments in private 
companies; restriction of deposits 
with one bank to 10 per cent of assets; 
stipulation that 90 per cent of the 
assets of an insurance company be 
held free from any charge, hypothe¬ 
cation or lien, requirements regarding 
utilising onlv surveyors licensed by 
government for settlement of claims; 
prohibition against opening new 
places of business without the prior 
sanction of the Controller of Insu¬ 
rance; increase in the statutory 
deposits from Rs 31 lakhs to Rs 10 
lakhs for companies with premium 
under Rs 1 crore and to Rs 20 lakhs 
for companies with premium over Rs 1 
crore; stipulation regarding mainte¬ 
nance by insurance companies of an 
excels of assets over liabilities in re¬ 
lation to their net premium income, 
but subject to a minimum of Rs 10 
lakhs. In addition, the Controller of 
Insurance, has been empowered to 
regulate and supervise the affairs of 
insurance companies.” 

Surely if these are not going to secure 
t|ie working of the general insurance 
business in this country on sound lines, 
nothing else, not even nationalisation, 
will yield results. Let there be no 
mistake about it. 

Very often, there is a tendency on 
the part of protagonists of nationalisa¬ 
tion of general insurance to minimise 
the issue of compensation and to sug¬ 
gest ail manner of ways and means of 
short-circuiting the process, such as 
outright purchase of the shares of all 
general insurance companies operating 
In India (it is not clear whether this pro¬ 
posal covers shares of even foreign gene¬ 
ral insurers) or formation of a new cor¬ 
poration with enough finance provided 
by the Life Insurance Corporation to 
take over general insurance business 


The establishment of works commit¬ 
tees (WC) under the provisions of the 
Industrial Disputes Act, 1947, appears 
to have marked the beginning of the sys¬ 
tem of workers’ participation in manage¬ 
ment in India. 1 Though the constitu¬ 
tion of WCs was conceived to promote 
harmonious industrial relations through 
on-the-spot settlement of differences bet¬ 
ween workers and management it recog¬ 
nised the importance of numan element 
in industry and provided an oppor¬ 
tunity to the workers to satisfy their 
urge for self-expression.* However, 
for reasons of apathy or disapproyal 
on the part of management, lack of co¬ 
operation from trade unions, rivalry 
among trade unions and illiteracy and 
ignorance of workers’ representatives, 


of all general insurance companies, as 
also their entire staff. If the Supreme 
Court judgement in the case of bank 
nationalisation provides any clue, it is 
that the compensation likely to be in- 
involved in this case would not be in¬ 
significant, but amount to anywhere bet¬ 
ween Rs 50 crores and Rs 60 crores! 
Is our exchequer in a position to take 
on this additional burden so soon after 
the burden imposed by bank nationa¬ 
lisation. 

This apart, there is the important 
question of credibility which is, and 
should be, the concern of any administ¬ 
ration. It is not very long ago that the 
Prime Minister clarified the govern¬ 
ment’s policy regarding nationalisation. 
As recently as on March 2, 1970, Mrs 
Indira Gandhi listed three important 
guidelines, among others, that would 
govern official policy in this behalf. 
These are: 

1. Government would never resort 
to a policy of indiscriminate nationali¬ 
sation. 

2. The instrument of nationalisation 
would be used judiciously and with care 
for ensuring social justice. 

3. Nationalisation would be resorted 
to only if it assured a key position to 
the public sector in the basic sectors of 
the economy or to remove impediments 
to social progress and national inte¬ 
rests. 

The IMC memorandum has done well 
in drawing attention to this reassuring 
pronouncement of the Prime Minister 
and in emphasising the point that the 
need of the hour is “to avoid any step 
likely to disturb confidence and create 
further uncertainties about the govern¬ 
ment’s approach to the question of 
nationalisation. 


a large number of WCs in practice be¬ 
came virtually defunct.* 

Despite the inadequacies and the 
shortcomings of the institutions of 
WCs the need for constructive co¬ 
operation between employers and em¬ 
ployees was re-affirmed as an essential 
element for the success of planned 
efforts of economic development in the 
country. 4 The need was not the estab¬ 
lishment of a joint machinery to resolve 
grievances but a method of construc¬ 
tive co-operation to achieve continuous 
improvement in productive efficiency 
and higher standard of living. The 
Planning Commission considered that 
association of workers with manage¬ 
ment, through providing employees a 
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better understanding of the process of 
production and their role in the working 
of industry, satisfies the workers’ urge 
for self-expression, better*Vorking rela¬ 
tions and establishes industrial peace. 
Second five-year Plan recommended that 
a scheme of workers’ participation ip 
management be introduced in the coun¬ 
try for the successful implementation 
of the Plans. The purpose of introduc¬ 
ing the scheme was also to provide a 
practical lesson in indiustrial demo¬ 
cracy. Thus the idea of workers’ parti¬ 
cipation in mangement was accepted as 
an integral part of government labour 
policy in the second five-year Plan. 8 

The union Ministry of Labour and 
Employment prepared a detailed 
scheme. It constituted a tripartite study 
group 8 consisting of the representatives 
of employers, employees and the go¬ 
vernment to examine the working of 
similar institutions in other countries 
so as to provide a first-hand knowledge 
of the problems which might arises if 
the scheme was put into practice. The 
study group visited the United King¬ 
dom, France, Belgium, Sweden, West 
Germany and Yugoslavia in 1956 and 
recommended that the system of wor¬ 
kers’ participation in management 
should be built-in rather than im¬ 
posed and, therefore, it emphasised the 
need of reorientation of workers’ atti¬ 
tude through workers’ education pro¬ 
grammes; 7 creation of favourable 
conditions in enterprises; and strong 
trade unions closely connected with the 
machinery of participation. 8 

Recommendation Endorsed 

The recommendations of the study 
group were generally endorsed at the 
15th session of the Indian Labour Con¬ 
ference (ILC) in 1957.® Since all the 
employers’ delegates voluntarily agreed 
to introduce the scheme in selected enter¬ 
prises, the ILC recommended that the 
scheme might initially be introduced in 
about 50 enterprises both in public and 
private sectors on experimental basis 
and that no legislative measures be adop¬ 
ted at least for a period of two years. 
However, if the experiment did not 
succeed steps might be taken to 
bring in legislative measures as dcs : red 
by the employees’ delegates present at 
the conference. The conference also 
constituted a sub-compnittee 10 consisting 
of four persons each representing em¬ 
ployers. employees- and the government 
to work out the details of the scheme 
of workers’ participation in manage¬ 
ment. The sub-committee prepared a 
tentative list of industries and the num¬ 
ber of units in each industry to be ini¬ 
tially covered by the scheme. The sub¬ 
committee also proposed a draft model 
agreement regarding the composition 
and functions of the joint management 
councils (JMC). 

The sub-committee laid down certain 
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specific criteria for the selection of en¬ 
terprises. These were: (i) the size 
of the enterprise should be at 
least 500 employees; (ii) there should 
be a well-established strong trade 
. union functioning in the enterprise; 
tiii) the employer in the private sector 
should be a member of one of the all- 
India organisations of employers and 
the concerned labour union should be 
affiliated to one of the central trade 
unions; (iv) the enterprise should have a 
fairly good record of industrial rela¬ 
tions; (v) the employers, employees 
and trade unions should be willing 
to try out the experiment in a spirit 
of co-operation. 

Nominated Representatives 

On matters of representation the sub¬ 
committee suggested that during the 
experimental period the employees’ 
representatives on JMCs should be 
nominated by the labour unions and 
that a bulk of them should be employees 
themselves. However, respecting the 
wishes of the labour unions the commi¬ 
ttee agreed that not more than 25 per 
.cent of the employees’ representatives 
could be outsiders also. 11 

Another important stage in the imple¬ 
mentation of the scheme of the JMC s 
is when the Tripartite Conference on 
Labour Management Co-operation 
approved the model agreement pro¬ 
posed by the subcommittee of the 
ILC in January, 1958. 1 * 

The objective of this article is to ana¬ 
lyse the composition and functions of 
the JMCs and examine their actual 
working. An attempt has also been 
made to analyse the progress of the 
scheme and on the basis of the analysis 
a few suggestions have been proposed 
to remove the flaws observed in their 
present structure and functions. 

In a large number of cases the JMCs 
have been set up on the basis of written 
agreements between management and 
concerned unions. These agreements 
closely followed the model agreement 
suggested by the subcommittee of the 
ILC. As recommended by the sub¬ 
committee a JMC consists of not more 
than 12 members. The membership 
is equally shareo between the manage¬ 
ment and the employees of the enter¬ 
prise. The members representing 
employees’ interests are generally 
nominated by the representative 
labour union of the enterprise and 
those of the management are invariably 
nominated by the employers. However, 
in the absence of a representative labour 
union or where there are mor e than one 
labour union in the enterprise the 
JMC is constituted only when all the 
unions reach a definite agreement 
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among themselves on the matter of re¬ 
presentation. The labour union may 
also nominate outriders as members of 
the JMC but their number cannot ex¬ 
ceed 25 per cent of the employees 
quota on the JMC. 

In most cases the actual size of the 
JMCs varied between 6 and 12 members 
half representing management and the 
other half representing the employees. 
In a few exceptional cases there were 
more workers’ representatives than those 
of the management. 1 * Mostly the con¬ 
cerned labour unions nominated the em¬ 
ployees’ representatives. But in some 
enterprises they were elected by secret 
ballots. 14 The disappointing observa¬ 
tion of the Labour Ministry’s evalua¬ 
tion studies was that representatives 
of management were mostly junior 
members of the managerial cadre hav¬ 
ing little powers to take decisions on the 
spot. Often they showed their ignorance 
or want of instructions from their 
superiors. 15 

The JMC has the discretion on the 
procedure for appointing its chairman 
and vice-chairman. In the absence of an 
agreement the office of the chairman 
and vice-chairman is rotated between 
management and employees. The 
JMC may also appoint two secretaries 
having equal status — one from the em¬ 
ployees and the other from the manage¬ 
ment side. However, the practice has 
been that generally the office of the 
chairman was held by the management 
and die labour office of the enterprise 
performed the functions of the secre¬ 
tary. 16 


Main Functions 

Further, as recommended by the 
' study group and subsequently endorsed 
by the ILC, the JMCs are consultative 
bodies for improving productivity and 
encouraging suggestions from workers. 
Their main functions include consulta¬ 
tion, sharing of information and dele¬ 
gation of administrative responsibili¬ 
ties. 17 The employees’ representatives 
are consulted on such matters as general 
administration and amendment of 
standing orders, introduction of new 
methods of production involving move¬ 
ments of men and machinery, closure, 
reduction or cessation of operations. 
They have also the right to seek in¬ 
formation and discuss and make re¬ 
commendations on rite general economic 
situation of the business of the enter¬ 
prise, the state of the market produc¬ 
tion and sales programme of the enter¬ 
prise, method of manufacture and work, 
annual balance sheets, profit and 
loss accounts and such other matters 
as may be agreed to by the em¬ 
ployers and employees. In order to 
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overcome the danger of apathy the 
councils are also given some administra¬ 
tive responsibility with regard to welfare 
measures, safety measures, operation 
of vocational training and apprentice¬ 
ship scheme, preparation of schedules 
of working hours, breaks and holidays 
and payment of Towards for valuable 
suggestions from workers. However, 
all matters relating to wages, bonus, 
etc., which normally constitute the sub¬ 
ject matter for collective bargaining as 
well as industrial grievances are kept 
outside the scope of the JMCs. 18 

Elementary Amenities 

The evaluation studies of the Labour 
Ministry revealed that elementary 
amenities and fadlites, viz., the provi¬ 
sion of rest shelter and drinking water, 
which are ensured to workers under 
various labour laws were brought up for 
discussionattheJMCs. Butin rare cases 
the JMCs were consulted on matters of 
general administration of the standing 
orders and their amendments, closures, 
reduction or cessation of operations 
and introduction of new methods of pro¬ 
duction and work involving re-deploy¬ 
ment of men and machinery. The 
management appeared to have had some 
reservations in regards to some of the 
matters mentioned in the model agree¬ 
ment while the unions sought to read 
into agreement more than what was 
actually warranted. The clause relating 
to consultation on general administra¬ 
tion of standing orders gave rise to 
some misunderstandings. The unions 
interpreted that any subject including 
discipline, arising from the standing or¬ 
ders was within the competence of the 
JMCs. In one undertaking the decision 
of the JMC was that no worker might 
be discharged or dismissed by the em¬ 
ployer without taking prior permission 
of the JMC.* 

These reports also revealed that there 
was practically no sharing of informa¬ 
tion with the councils about the various 
aspects of the enterprises such as econo¬ 
mic aspects, marketing aspects and 
financial aspects. In most cases the em¬ 
ployees’ representatives on the councils 
did not even seek any information in 
regard to the details of the working of 
undertakings nor did the management 
volunteer to the council any such infor¬ 
mation. in some enterprises the manage¬ 
ment do gave information on financial 
aspects of the enterprise, marketing 
problems, plans for expansion and raw 
material problems and in one enterprise 
the workers* representatives also sought 
for much more information on financial 
matters than thgt they were given. 
Generally the observations are that the 
workers* representatives were not eager 
10 seek information and remained satis¬ 
fied with whatever information was 


made available to them by the manage¬ 
ment.* 0 

.As regards administrative responsi¬ 
bilities, it is gratifying to note that 
quite a good number of JMCs have 
assumed direct responsibilities for the 
administration of welfare measures, 
supervision of safety measures, opera¬ 
tion of suggestion schemes, administra¬ 
tion of canteens, sports, library, etc. 
Besides, a large number of JMCs have 
constituted sub-committees to deal 
separately with the above subjects. The 
recommendations of these sub-commi¬ 
ttees have often been forwarded to the 
JMCs for further consideration and 
decisions.*' However, it may be men¬ 
tioned -that according to evaluation 
studies the' sub-committees could not 
function as in the real sense there was no 
transfer of powers to the workers.** 
Another study also noted that the pro¬ 
vision for joint administration of wel¬ 
fare measures was honoured only in a 
few cases and that too only partially 
without a separate financial provision 
for their functioning.** 

The subjects discussed at the JMCs 
were often relating to absenteeism, 
housing, holidays, over-time payments, 
individual grievances and matters of 
collective bargaining which lie outside 
the scope of the JMCs. Though in a 
fairly large number of units, where the 
JMCs are functioning well, subjects 
connected with production and pro¬ 
ductivity, minimising waste, quality 
control, etc. were also discussed in the 
meetings of the councils, generally 
workers showed keen interest to discuss 
the vital issues of their wages, fringe 
benefits etc. 14 On the whole it appeared 
that JMCs have not given adequate 
attention to the discussion of general 
economic conditions, state of market, 
profit or loss accounts, etc. of the enter¬ 
prise. 

Irregular Meetings 

Constitutionally the councils are expec¬ 
ted to meet at least once every month. 
The scrutiny of the data on the frequ¬ 
ency of meetings and average atten- 
dence at the meetings revealed that these 
vary from unit to unit. In some enter¬ 
prises the councils met regularly every 
month. But in a fairly large number of 
enterprises the committees met very 
irregularly. Often the excuse given was 
that either there was no item to be 
placed on the agenda or it was not con¬ 
venient for the workers or the manage¬ 
ment representatives to attend the meet¬ 
ings.* 8 Of 99 councils reported as hav¬ 
ing been established by the end of 1963, 
29 had not met at all during the year. 
The frequency of another 23 was less 
than onoe in three months. In this res- 

S much more disappointing is the 
c sector. Of 34 publio sector units 


covered in the study at least in seven 
enterprises the JMCs never met at all. 
Besides, in several case the councils met 
only onefe in a year or twice in a year.** 

As regards the attendance at the meet¬ 
ings in the early stages of the setting up 
of the JMCs it was nearly cent per cent 
both on the management as well as 
workers’ side. But gradually it began to 
fall. The fall was more noticeable on 
the part of the management side. 

Agenda for JMCs 

The agenda for the JMCs is framed 
on the suggestions of the representatives 
of both management and workers. The 
secretaries after drawing the agenda are 
expected to circulate it among the mem¬ 
bers well in advance usually about 
four to seven days before the meetings 
of the councils. The minutes of the 
meetings are also to be recorded and 
read at the next meeting. All decisions 
of the councils are to be reached by 
agreement and they should be unani¬ 
mous. According to the reports of 
Labour Ministry, in quite a number of 
cases the agenda was not circulated in 
advance, the unanimous recommenda¬ 
tions were ignored and the councils 
were not informed about the implemen¬ 
tation of unanimous recommendations.* 7 

Tim progress of the scheme of workers’ 
participation in management appeared 
to be very disappointing, especially 
at the beginning. As against the target 
of 50 fixed at the 15th session of the 
ILC in 1957, only 10 enterprises set up 
JMCs-at the end of 1958. Even the num¬ 
ber of JMCs set up by the end of 1961 
fell short of the initial target of 50 coun¬ 
cils. Though the number of JMCs 
subsequently rose to 136 by the end of 
August 1966 comprising 42 in public 
sector and 94 in private sector,* 8 the 
councils were either not meeting at all 
or had ceased to function due to limited 
actual commitment to the idea of parti¬ 
cipation and conflicts between the re¬ 
presentatives of workers and employers 
on the Councils.** According to esti¬ 
mates of the Ministry of Labour and 
Employment of 40 enterprises which 
established JMCs by the end of 1960 
and 23 enterprises studied in 1962, the 
JMCs were functioning only in 29 and 
14 enterprises respectively.* 0 

( The table (p. 184) showing the number 
of JMCs set up from 1958 to 1966 re¬ 
flects another disappointing feature of 
the scheme. It shows that comparatively 
the scheme of workers’ participation in 
management has made less progress in 
public sector than in the private sector. 
This is something beyond comprehen¬ 
sion. The government on the one hand 
claims the scheme as the major plank 
of its labour policy and at the same time 
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public sector has been^ indifferent to¬ 
wards its implementation.-However, It 
may be heartening to note the proposal 
contained in the draft outlines of the 
fourth five-year Plan* 1 that the public 
sector undertakings would set an ; 
example in promoting the scheme. 

Table I 

JOINT MANAGEMENT COUNCILS 
ESTABLISHED AT THE END OF 
THE YEAR 


Year 

Public 

Sector 

Private 

Sector 

Total 

1958 



10 

1959 

8 

is 

23 

1960 

7 

17 

24 

1961 

14 

27 

41 

1962 

16 

37 

53 

1963 

25 

55 

80 

1964 

34 

58 

92 

1965 

34 

65 

99 

1966* 

42 

94 

136 


•Figures relate up to August 15, 
1966: supplied by the Ministry of La¬ 
bour and quoted in “Workers’ Parti¬ 
cipation-Movement Not Likely to 
Succeed", appeared in the Com¬ 
merce, March 25, 1967, p. 534. 
Source: Government oflndia, Minist¬ 
ry of Labour and Employment: 
Annual Reports and other relevant 
publications. 

In 1960 the union Ministry of Labour 
and Employment convened a seminar 
of the enterprises, in which the JMCs 
had started functioning, together with 
the representatives of labour unions 
and the government to review the ex¬ 
perience gained and consider the diffi¬ 
culties encountered. The seminar viewed 
that inter-union rivalry and lack of 
interest on the part of the workers were 
the major reasons for the slow progress 
of the scheme. However, it considered 
that the scheme had improved the in¬ 
dustrial relations and emphasised the 
need for its extension. It further con¬ 
cluded that arrangements at the centre 
for promoting the scheme should be 
strengthened and similar machinery 
should also be created at the state level, 
suitable arrangements, should be made 
for collection and dissemination of in¬ 
formation on the working of JMCs in 
various units, and a small tripartite com¬ 
mittee should be set up at the centre to 
review the progress of the scheme from 
time to time, to bring out the difficulties 
faced in the functioning of JMCs and to 
suggest measures for doing away with 
them. 

It is encouraging and heartening to 
note that prompt actions were taken on 
the recommendations of the above semi* 
nar. A committee on labour-manage¬ 


ment co-operation was set up in 1961 to 
provide advice and guidance on all 
matters connected with the scheme of 
joint management councils.* 1 Similarly, 
in all the states (except those of Gujarat 
and Jammu & Kashmir) a special ma¬ 
chinery to promote JMCs was created. 
In the states of Assam and Rajasthan 
tripartite committees on labour-manage¬ 
ment co-operation were set up to review 
the progress of the scheme and to re¬ 
commend measures for its extension. 
The states of Uttar Pradesh, Madhya 
Pradesh, Maharashtra, Orissa and West 
Bengal entrusted the responsibility to 
the State Labour Advisory Board, in 
Punjab a committee of the secretaries of 
the employing departments was set up 
to promote the scheme in the public 
sector. In 1965 special cells at organi¬ 
sational centres of the central labour 
relations machinery to persuade the 
employers to implement the scheme,** 
and a sub-committee consisting of 
a representative each of the em¬ 
ployers and employees under the chair¬ 
manship of a Joint Secretary of the 
Ministry of Labour and Employment to 
select and make intensive efforts for 
implementing the scheme of JMCs in 
such well-established industries as cot¬ 
ton textiles, cement, sugar etc..** have 
constituted. 

In pursuance of the recommendations 
of the 4th meeting of the heads of pub¬ 
lic sector undertakings held in October 
1965, a committee comprising represen¬ 
tatives of units where JMCs have been 
functioning fairly well, units where 
JMCs have not been functioning proper¬ 
ly and units where JMCs have not so 
far been tried, to study and examine the 
functioning of JMCs in a few selected 
undertakings and suggest suitable mea¬ 
sures to secure wider extension and more 
satisfactory functioning of the scheme 
has also been constituted.** 

Success of the Scheme 

But merely multiplying the number of 
the JMCs or achieving the targets year 
after year does not reflect the success 
of the scheme. The success of the scheme 
is reflected by the extent to which the 
scheme has achieved its objectives. 

In actual situation the achievement of 
objectives of a scheme $uch as workers' 
participation largely depends on the 
willingness of the participating parties 
to try out the experiment in a spirit of 
co-operation, the ability of the workers 
to participate in the serious delibera¬ 
tions, existence of participation poten¬ 
tial in enterprises and strong trade 
unions closely connected with the ma¬ 
chinery of participation .*• Presumably, 
having these factors in view the study 
group while recommending the institu¬ 
tion of the scheme of JMCs in the 
country laid emphasis' on the need 
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of reorientation of workers’ attitude 
through workers* education program* 
mes, creation of favourable conditions 
in enterprises etc. Therefore, in order to 
understand the success of the scheme In 
the goals that the scheme has translated 
into practice, it is important to review 
the circumstances prevailing in the 
country. Such a review would also pro¬ 
vide a clear perspective of the scheme. 

Management’s Reluctance 

As regards the favourable climate of 
opinion among the management and 
the workers to accept the scheme in a 
spirit of enlightened self-interest as well 
as in the larger interest of the country 
and national economy, it is disappoint¬ 
ing to note that there is a general reluc¬ 
tance on the part of the management to 
accept the idea of sitting equals with the 
workers.* 7 They do not take the workers 
into confidence and shudder at the idea 
of consulting or discussing with them the 
problems concerning the introduction of 
new methods of production and work, 
cessation of operations, amendments of 
the standing orders, , etc. There seems 
to be some truth in the employers’ argu¬ 
ment that workers are mostly illiterate 
and do not possess expert knowledge and 
skill in the technical, administrative and 
financial areas and therefore they can¬ 
not understand the problems of industry. 

Until and unless the workers achieve a 
certain standard of ability to participate 
in the serious deliberations on the coun¬ 
cils the scheme has little utility and 
practicability. But the truth appears to 
be somewhat different. The argument 
appears to be only a side-track. The 
employers are indifferent to the scheme 
due to the prevailing climate of industrial 
relations in the country. The workers are 
observed to be in the habit of making 
demands in every field and therefore the 
employers are perhaps wary of any pro¬ 
posal which requires them to part with 
their power and authority. In the 
heart of their hearts employers seem 
to consider that this scheme of 
participation of workers in the 
management is an undue encroach¬ 
ment into their domain.* 8 

However, the employers should not 
consider the particiption of workers in 
the management as an act of concession 
or charity on their part. The workers 
are no doubt, the partners in produc¬ 
tion and therefore, it is their inherent 
right to participate on matters affecting 
their short and long term interests. 
The reluctance on the part of employers 
to sit with workers on equal terns and 
discuss the mutual problems of manage¬ 
ment of enterprises and industry ap¬ 
pears to hold them responsible for the 
slow progress of the scheme. Moreover, 
the employers seem also lb be guilty of 
going rack on the assurances fheyhad 
given in successive tripartite conferences. 




July 31, 1970 


EASTERN ECONOMIST 


185 


Evidences are notlackingthatemployers 
consider the scheme dangerous not only 
because of its novelty but also because 
the scheme is likely to quicken the tran¬ 
sition to the socialistic pattern of society. 
Even among the more enlightened em¬ 
ployers a certain degree of apathy is 
found though they are not actually 
hostile towards the scheme. 

On the contrary the workers’ attitude 
towards the scheme except that of the 
All-India Trade Union Congress, is 
relatively favourable. To workers the 
scheme provides for the satisfaction of 
the urge for self-expression and makes 
them feel that they are intelligent and 
responsible persons capable of giving 
suggestions for the well-being of the 
enterprises. But according to AD-India 
Trade Union Congress there can be no 
possibility in a capitalist society for 
real labour participation in manage¬ 
ment. It has opted to participate in the 
scheme on the principle to utilise what¬ 
ever machinery is available for the de¬ 
fence of the workers* interests. 88 This, 
no doubt, is too rigid a view and needs 
reconsideration. The workers consider > 
that the employers have not stood to 
their assurances to introduce the scheme 
on voluntary basis and their disappoint¬ 
ing attitude has been responsible for the 
slow progress of the scheme. In view 
of this the workers are keen to have a 
legal sanction for the large-scale exten¬ 
sion of the scheme. 

Significant Lacuna 

Another significant lacuna is the 
existence of misconceptions and con¬ 
fusions among the workers and manage¬ 
ment on the use of term “Workers* 
Participation in Management”. A large 
percentage of both workers and em¬ 
ployers do not understand the objective 
of the scheme clearly. The employers 
conceive participation of workers in 
the management as consultation of 
workers on issues relating to the 
management of industry. Whereas to 
workers the participation means a joint 
responsibility with management for 
decision making on a wide range of ad¬ 
ministrative problems — including 
policies for increased capital, invest¬ 
ment, introduction of new machines and 
technical processes and marketing of the 
product, as well as regulation of em- 
loyment, wages and welfare measures. 40 
uch confusion leads to lack of realisa¬ 
tion of the usefulness of the scheme to 
both the parties and their enthusiasm 
gradually declines. This is evident from 
the fact that in the initial stages of the 
introduction of the scheme attendence 
at the meetings of the JMCs was nearly 
cent per cent but with the passage of 
time the parties lost interest and it de¬ 
clined. 4 * 

Since the JMCs are advisory bodies 
and matters of immediate interests to 


workers, e.g. wages, bonus, etc., which 
fall within the seope of collective bar¬ 
gaining, are not discussed, the workers 
become apathetic towards them. The 
limited scope of labour participation to 
matters of common interests and not to 
conflicting interests acts to wipe out 
the enthusiasm of the workers. For 
instance while the methods of increasing 
productivity arc being discussed, the 
question of sharing gains of the in¬ 
creased productivity comes up and when 
the workers find that this issue cannot 
be discussed they lose their interest in 
discussing the productivity also. 

Lack of Education 

The bulk of employees are illiterate 
and do not possess even the minimum 
qualifications and training in the area 
of business and administration. In 
deliberations with highly experienced 
and well-equipped managerial repre¬ 
sentatives they sit as simple watchers 
of the proceedings and have little to 
contribute. In fact the requirement of 
ability among the workers to participate 
in management is almost absent. How¬ 
ever, to bridge this gap a provision has 
been for outsiders to safeguard the inte¬ 
rests of the working class on the councils. 
The illiteracy among the workers is 
being wiped out and they are being 
trained through educational and train¬ 
ing programmes. Until the workers 
arc prepared to participate in the deli¬ 
berations, the associations like JMCs 
are bound to fail in achieving their 
aim. 

The most disappointing factor is the 
trade union rivalry. In India there are 
four central organisations of labour and 
their activities are largely influenced by 
their political ideologies and affiliations. 
In the inevitable struggle for existence 
and dominance they waste much of their 
time and resources on matters other 
than those promoting the interests of la¬ 
bour. This weakens theirb argaining po¬ 
wer and therefore the employers donot 
take them seriously, rather they ignore 
them. 41 The need of a representative la¬ 
bour union in each industry is an essen¬ 
tial factor for the success of the scheme. 
The seminar on JMCs organised by 
the Council of Indian Employers 
in 1967 rightly considered the lack 
of a representative union as one of 
the major reasons for the slow 
progress of the scheme. 48 

Besides these, the overlapping func¬ 
tions of the JMCs which are voluntary 
and non-statutory, and WCs which are 
statutory give rise to considerable con¬ 
fusion in the minds of workers and em¬ 
ployers and act as a barrier in the smooth 
functioning of the councils. Both bodies 
have been entrusted with the task of 
administering welfare measures and it 
is not clear where one is to end and the 


other is to begin. As such they often 
overlap and cause confusion. 

Keeping in view the prevailing condi¬ 
tions in the country let us examine to 
the extent to which the objectives of the 
scheme have been achieved. Studies 
conducted by the union Ministry of La¬ 
bour & Employment claim that the 
scheme has led to better industrial 
relations, increased productivity, re¬ 
duction in waste and closer understand¬ 
ing between management and workers. 44 
As far as the improvement in in¬ 
dustrial relations is concerned it is very 
difficult to say to what extent that has 
been due to the impact of the JMCs. 
It is known that the scheme was intro¬ 
duced in enterprises having a good re¬ 
cord of industrial relations. And if the 
scheme has worked successfully in some 
of these units it might be due to the fact 
that the relations between management 
and their employees have been already 
cordial rather than otherwise. Theoreti¬ 
cally speaking the scheme though pro¬ 
viding opportunity to the workers for 
satisfying their urge for self-expression 
is likely to lead to industrial harmony. 
The JMCs provide a forum for the free 
vcnfillation of views on mutual prob¬ 
lems of management and thus bring a 
closer understanding between the 
management and workers. But it 
might not be correct to attribute harmo¬ 
nious relations wholly to the JMCs. 
The attitude of management as well as 
the trade unions towards each other is 
much more important a factor than the 
JMCs. 

Promoting Productivity 

Another objective of the scheme is to 
promote productivity. Union leaders 
claim that the productivity has increased 
in recent years while the employers dis¬ 
pute their claim. The employers con¬ 
sider that whatever increase in the pro¬ 
ductivity or production has taken place 
has been due to factors like the intro¬ 
duction of new machinery, new process 
or better management practices and not 
because of the JMCs. However, in the 
absence of any scientifically defined me¬ 
thod to measure the increase in produc¬ 
tivity due to each factor separately it 
is difficult to say to what extent the in¬ 
crease in productivity is the result of 
JMCs. 

The scheme is expected to establish 
industrial democracy as a prerequisite 
# to achieve the overall aim of the govern¬ 
mental planning efforts to establish a 
socialistic pattern of society. The essen¬ 
tial ingredients of industrial democracy 
are: the workers should have the right 
to know the facts about the industry — 
the facts about the profits, production 
and market; workers should have the 
right to share the benefits of increased 
productivity; and the workers should 
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have the right to share the benifits of 
increased productivity an^ the workers 
should have the right to organise their 
own unions independent both of the 
state and management. In India we 
lack nearly all these essentials of indus¬ 
trial democracy- For the success of the 
scheme of workers’ participation in ma¬ 
nagement it is essential that all these 
satisfactory conditions should be 
created. The management should adopt 
a co-operative attitude and regard trade 
unions not as an obstacle to be over¬ 
come but as a highly valuable and 
powerful instrument which, if properly 
utilised, can be of great value in increa¬ 
sing productivity. However, the experi¬ 
ence is that the cart has been put before 
the horse by constituting the JMCs 
without giving due thought to the re¬ 
orientation of workers through educa¬ 
tion programmes and creation of fa¬ 
vourable climate of opinion among 
employers and workers. 45 

Workers’ Education 

The education of workers has got a 
significant role especially in a develop¬ 
ing economy. Many of our workers 
are illiterate, many more have vague 
notions of the principles of trade union¬ 
ism and, of course, few have the know¬ 
ledge of handling matters in technical, 
financial and administrative fields. 
An illiterate worker cannot take active 
part in the higher techniques of mana¬ 
gement, nor can he understand well the 
problems of industry. So, education 
will greatly benefit the workers as well 
as the industry in the long run. The 
question of educating workers should 
not be relegated to the background say¬ 
ing that it is the responsibility of the 
Adult Education Board. Intensive 
efforts should be made to make the 
scheme of workers* education more 
broad-based. The training in trade 
union principles and practices should 
also be given to the workers to discip¬ 
line them and make them better and 
more responsible members of the 
labour force. 

The composition, powers and repre¬ 
sentation of the JMCs also needs 
considerable thought. For effective 
work the two parties need both be re¬ 
presented by equal number, especially 
when the decisions are reached by agree¬ 
ment and not by vote. Management 
should be represented either by the em¬ 
ployers or works managers or some 
other senior members who can speak 
with sufficient authority on management 
policies. The number of workers’ 
representatives should be guided by 
the size of the enterprises and the num¬ 
ber of departments. The workers' re¬ 
presentatives may either be chosen by 
vote of the workers or nominated by 
the representative union. It is desir¬ 


able to have separate representatives of 
foremen and supervisors. 

The meetings of JMCs should be held 
regularly and they should be open 
to other workers also. However, these 
other workers will be only observers of 
the proceedings of the councils. The 
recommendations of the councils should 
be implemented promptly and in good 
faith. In case it is not possible for the 
employers or the workers to accept a 
unanimous decision of the JMC, a 
practice should be adopted to place the 
reasons for the non-implementation of 
the decision before the next meeting of 
the council. 

Since the objectives and scope of 
JMCs coincide with those of WCs and 
the former have wider and more const¬ 
ructive objectives, it would be desirable 
if the WCs are cither abolished or con¬ 
verted into JMCs. 

As mutual understanding and con¬ 
fidence grow slowly, legislation is not 
likely to ensure the success of the 
scheme. It is desirable that compul¬ 
sory measures should be avoided and 
the scheme be left entirely to the col¬ 
lective will of the participating parties. 
Unless both employers and trade unions 
agree genuinely to promote bipartite 
settlements in the interest of greater dis¬ 
cipline, production and productivity, 
no attempt should be made to hasten 
the extension of the scheme. Meanwhile, 
it would be better to concentrate on the 
already existing JMCs which should 
be consolidated rather than the experi¬ 
ment extended further. 

However, the government itself 
should give a lead by implementing the 
scheme in all the public sector under¬ 
takings and make the scheme efficiently 
operative there. By setting up an exam¬ 
ple in the public sector sooner or 
later employers in the private sector 
too will gracefully implement it in a 
spirit of real co-operation. 
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to have such a scheme. Perhaps due to moral 
pressures and fear of the government it, did 
so. 

42. Inter-union rivalry and unsatisfactory 
industrial relations often conflicted with the 
successful functioning of JMCs in many cases. 
Sec: Report oh the Working of Joint Manage¬ 
ment Councils, 1965, op. cit. 15, pp. 39, 79, 
A 114 and Memorandum on Item No. 4 op. 
cit. 30. 

43. Some units had no union at all. In some 
cases the JMCs were constituted on the basis 
of a nomination from a union even though there 
existed inter-union rivalry and the representa¬ 
tive status of union was determined satisfacto¬ 
rily. 

44. Government of India, Ministry of Labour 
& Employment: “Annual Report”, pp. 14-15; 
and Indian Labour Journal , op. cit. 13. 

45. Workers’ Participation in Management , 
op. cit. 39, pp. 167-169. 


A Year of Bank Nationalisation 


M- R' PAI 


On July 19,1969, by a stroke of the pen 
14 leading commercial banks were na¬ 
tionalised by the Government of India. 
This was hailed as a major step towards 
s socialism and as ushering in an era 
of prosperity for the common man. 
Morchas of rickshawallahs and tonga- 
waUahas were arranged to be taken to 
the Prime Minister’s residence to sym¬ 
bolise the advent of the New Era. 

A year has passed. The euphoria 
created has subsided and cold facts of 
life stare the public in the face. The 
great political triumph has turned out 
to be an economic tragedy, if one is 
to go by the latest pronouncements of 
one-time ardent supporters of bank 
nationalisation. 

Disappointment has been expressed 
on many scores: 

No follow-up action has been taken 
by the government. 

Corruption has become rampant in 
nationalised banks at all levels. 

The small farmer, artisan and small 
industrialist who were said to be the 
main beneficiaries of nationalisation are 
still left out in the cold. 

Deposits have failed to increase mak¬ 
ing nonsense of the claim that banks 
were nationalised to mobilise deposits 
on a huge scale. 

Prices have risen whereas bank na¬ 
tionalisation was advocated in order 
to put an end to rising prices. 

As against these criticisms, it is 
claimed by some that progress has been 
noted on two counts: A number of 
new branches have been opened and 
loans to priority sectors have increased. 

A dispassionate analysis of,all these 
points is necessary in public interest. 

There can be no follow-up action if 
the original action itself was thought- 


Mr Pai is Honorary Secretary, All- 
India Bank Depositors' Association, 
Bombay Branch. 


less. If the government were serious 
about achieving its social objectives, 
the Reserve Bank of India had enough 
powers to regulate and direct private 
commercial banks in whatever manner 
it thought fit. The government administ¬ 
rative machinery is overburdened and 
has become inefficient in its operation. 
It is unable to perfor/n its primary duties 
such as maintenance of law and order, 
providing roads, and other essential 
social overheads. Its incompetence in 
running the public sector of industries 
has been demonstrated by the continu¬ 
ing losses (Rs 27 crores on an invest¬ 
ment of about Rs 3,900 crores) thus 
adding to inflation and loss of precious 
resources. So, takeover of banks in 
such a situation was an unsound mana¬ 
gerial decision. 

Politicians who are supposed to pro¬ 
vide the motive power to the administ¬ 
rative services are too busy with their 
own political survival and image build¬ 
ing to find any time for their proper 
functions in the operation of the govern¬ 
ment. As they are occupied with defec¬ 
tions, the toppling of governments, 
dharnas , gherao and other puerile mani¬ 
festations of persons who are more keen 
on politics as a self-service rather than 
public service, they cannot enthuse the 
administration to run the banks effi¬ 
ciently. 

# It is no wonder that at first the case 
before the Supreme Court was made an 
alibi for inaction. Even the fulfilment 
of the statutory obligation of appoint¬ 
ing boards of directors has taken one 
year. Yet the appointments are in¬ 
complete! 

The list of new directors makes inte¬ 
resting reading. Nearly half are Reserve 
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Bank or government officers. The pre¬ 
sence of the former provides an anoma¬ 
lous situation. These banks are to 
be regulated and supervised by the Re¬ 
serve Bank. How can the Reserve Bank 
of India take action against any banks 
or its board, when its own officers are 
on the board? Reserve Bank control 
becomes a farce now! 

Second, government officers believe 
they are competent to handle all matters 
under the sun. Business and industry 
are specialised lines, and the ‘‘compe¬ 
tence” of government officers has been 
demonstrated in the running of the 
public sector which has become a white 
elephant and burden on the public. 
Monopoly state enterprises like IAC 
and IJC are operated by them by mulct¬ 
ing the helpless consumer. To appoint 
such men as directors to run the banks 
efficiently is asking too much. They will 
learn banking at the cost of the public. 

The appointment of government offi¬ 
cers to the boards of banks is a rever¬ 
sal of the earlier policy of professiona¬ 
lising banks. Top officers of banks 
would have been far more suitable and 
preferable to become directors than go¬ 
vernment officers. Latter's appointment 
is, in short, economically against the 
principle of specialisation of labour, 
and politically a reversion to feudalism. 

One of the main grounds on which 
the first nationalisation Act was struck 
down by the Supreme Court was that 
clause 11 gave all powers over the banks 
to the union government bypassing the 
Reserve Bank, and that was rightly 
considered to be not in public interest. 
By appointing a large number of govern¬ 
ment officers as directors, the govern¬ 
ment has virtually assumed control of 
the banks, nullifying the court de¬ 
cision. This shows the contempt which 
politicians have for the judiciary and 
indicates the trend towards totalitarian¬ 
ism by concentrating economic power 
in political hands. 

Strange Reading 

Some other appointments also make 
strange reading. While it is not neces¬ 
sary to name individuals or to question 
their competence, it can be boldly asser¬ 
ted that a number of non-official ap¬ 
pointees are on the boards because of 
patronage. For instance, a journalist 
appointee is editor of a magazine which 
was formerly edited by the Reserve 
Bank Deputy Governor in charge of 
banking whose appointment itself has 
been demonstrated to be a purely politi¬ 
cal appointment! Similarly, some other 
appointees are contributors to that 
magazine. Likewise, although it was 
said that former ‘‘social control” direc¬ 
tors would not be appointed on new 
boards, one such name found can be 
linked to the new Finance Minister. 

A berth has been provided to another 
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friend of the Finance Minister who is 
otherwise free of commitments. The 
charge of the Lt. Governor of Goa. 
Mr Nakul Sen, that the public sector 
has become a “dumping ground” is 
amply proved. 

Under various categories people who 
have no idea of banking have been 
smuggled on these puhlic institutions 
and what would happen to the funds of 
depositors under such boards is appa¬ 
rently not a matter which bothers either 
the Reserve Bank of India or the Fi¬ 
nance Ministry. Institutions built over 
the years by the toil and anxieties of 
entrepreneurs are today handed over to 
men most of whom have neither stakes 
nor, in many cases, qualifications to 
operate banks. This is apparently 
“social justice”. 

Politicalisation of Industry 

Not a single representative of deposi¬ 
tors with those monies the banks operate 
is to be found on the boards. Strange, 
in 12 months the RBI and the Finance 
Ministry could not find 14 depositors 
among nearly 20 million! The only 
conclusion is that the real motive of 
nationalisation is politicalisation of the 
industry, to enlarge the portfolio of 
power and patronage of professional 
politicians and bureaucrats, who find 
that slogans of socialism and public 
welfare are convenient to hoodwink the 
public. 

Corruption : The Finance Minister’s 
explanation for growing corruption in 
banks is that it was there formerly also 
(a strange way of justifying corruption) 
and because of public gaze on nationali¬ 
sed banks it has come to the surface 
now. With very strict supervision 
by the RBI and competition between 
banks, and the giving of loans on com¬ 
mercial considerations, corruption had 
little scope in private banks. Now, it 
has spread to all levels of the staff as 
loans are given on political and “price” 
considerations, and profitability of 
banks is immaterial. Interest rates have 
been increased to cover inefficient opera¬ 
tions after nationalisation. In another 
two years’ time, bad debts would show 
up and public would be required to foot 
the losses as in other public sector 
enterprises. 

It is well known now that a 5 per 
cent cut is all that is necessary to get a 
loan from a nationalised bank and for 
appointments two months salary is 
demanded from candidates in some 
banks. 

Genuine co-operatives were free from 
corruption. The moment our pro¬ 
fessional politicians ffitd bureaucrats 
stepped ip, they become hotbeds of 
corruption. Similar is the case with 
banks. 

Loans'. Professions of helping the 
small farmer etc. were made. Now it is 
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found that it is not possible to help 
them purely on commercial consi¬ 
derations. However, the category has 
come in handy to give loans on political 
and “price” considerations. In some 
places under pressure from communist 
office-bearers of bank unions, loans 
have been given to communist party 
members; and to all and sundry some 
of whom have reportedly disappeared. 
The unsoundness of these loans is indi¬ 
cated by a phenomenal increase in bank 
borrowings from RBI. It swans that 
new loans are not leading to increase in 
deposits as in the case with productive 
loans. 

Deposits : At the end of the year it has 
been noticed that deposits had fallen 
compared to last year. A government 
spokesman has admitted that the rate 
of growth of deposits has gone down 
from 13.5% to 11.5% in one year of 
nationalisation. 

During the busy season, there was a 
fall in fixed deposits as compared to the 
previous busy season which gives an 
indication of the lack of confidence of 
depositors in the nationalised banks. 
The new boards comprising mostly 
of government officers, inexperienced in 
banking, and political and personal fa¬ 
vourites of the Finance Ministry and Re¬ 
serve Bank have been asked by the union 
Finance Minister to mobilise deposits 
on "a war footing.” The boards will not 
inspire confidence among depositors. 
Now that the political motives behind 
bank nationalisation have been con¬ 
firmed, and the non-commercial con¬ 
siderations on which they are operated 
have been demonstrated, the people 
of India are not going to be taken in by 
advertisements and promises of politi¬ 
cians whose sense of honour is well 
known to them. 

Inevitable Result 

A flight of deposits in coming months 
is inevitable. 

Already, a number of private financing 
companies have come into being and 
are mopping up public funds. Many 
people are also depositing their funds 
with traders and industries in whom 
they have greater confidence than in 
nationalised banks. 

Price Increase'. This will continue 
under nationalisation for two reasons. 
First, loans were formerly given on 
commercial considerations for produc¬ 
tive purposes. Now the nationalised 
banks are giving them on considerations 
which do not ensure increased produc¬ 
tion. Second, governments are making 
use of banks for deficit financing 
through the backdoor. Hence, there will 
be a further spurt in prices because of 
bank nationalisation. 

Branches' The opening of new bran¬ 
ches is claimed to be an achievement, 

A little examination shows that most of 
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these branches are just centres for dis¬ 
bursing depositors* funds without rais¬ 
ing adequate deposits. An examination 
of deposits collected and loans given 
by each branch would reveal an alarm¬ 
ing picture. 

Small Accounts: There is an in¬ 
crease in the number of small accounts. 
A close examination will show that they 
are mere numbers without any meaning 
in terms of economic activity. 

A year of bank nationalisation has 
shown that a political triumph has 


turned into an economic tragedy. If at 
least it serves to open public eyes to the 
dubious nature of political claims, bu¬ 
reaucratic incompetence and hard 
facts of economic life, and prevents more 
adventures of this type, bank nationa¬ 
lisation would have served a ma jor pub¬ 
lic purpose for the time being. Even¬ 
tually, of course, banks like other pub¬ 
lic sector industries under compulsions 
of economic realities would go back to 
people’s private enterprise which alone 
is capable of sening public needs and 
welfare. 


Protein Content in Cereals 


S. MALIK 

Since independence India has been 
facing acute shortage of foodgrains with 
the result the government is compelled 
to import large quantities involving con¬ 
siderable amount of foreign exchange. 
Obviously food shortage results in 
undernourishment and acute mal¬ 
nutrition. Indian diet as such is 
nutritionally deficient. 

The major nutritional deficiency in 
our diet is that of proteins, both in 
quality and quantity. The average pro¬ 
tein deficiency per day of an indivi¬ 
dual's intake is estimated to be 20 to 
30 gms. The obvious way of correcting 
protein deficiency is to develop protein 
sources, i.e. vegetables and animal pro¬ 
teins. The increase in the intake of ani¬ 
mal protein, however, is hampered for 
two reasons: (i) a large number of 
Indians are vegetarians; and (ii) the 
development of animal protein sources 
is slow and costly. 

Intensive Research 

There is thus an urgent need to aug¬ 
ment the supply of edible vegetable pro¬ 
tein in our diet. This will require inten¬ 
sive research in high yielding varieties 
i.c., new hybrids. Plant breeding with 
the primary purpose of developing 
hybrids (new varieties) which are effi¬ 
cient in the use of nutrients, increase the 
yield per unit area. It dates back to 
time immemorial, but its development 
as a science has come with the dis¬ 
covery of the Jaws of heredity towards 
the beginning of twentieth century. 

It is based on the understanding of 
genetics and other basic sciences. 
Through the genetic manipulations, it 
is possible to develop various hybrids 
suitable for particular conditions of 
growth or requirements of end-use. 

It is of interest to know how this is 
done. In nature, maize is pollinated by 
► the ‘pollen’ grain carried at random by 
the wind. The plant breeder controls 
this by enclosing the ‘tassel’ (male 
flower) in a polythene bag to collect the 
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‘pollen* grains from the selected plant. 
Similarly, the ‘shoot* (female flower) is 
also enclosed in the polythene bag 
so that the selected ‘pollen’ grains 
reach the ‘shoot'. Thus, a hybrid of 
^ desired parentage is obtained. 

A major break-through in the genetic 
manipulation of protein both in quality 
and quantity was obtained in 1964 
when Dr E.T. Mcrl/, L.S. Bates and 
O.E. Nelson of the Purdue University, 
USA, discovered the maize variety 
(Opaque-2) which had lysine content 
twice that of normal maize. In nutri¬ 
tional studies with rats it was observed 
that when fed with a diet containing 
90 percent opaque maize, average daily 
gain in weight was 97 gms, whereas 
rats on normal maize showed a daily 
gain of 27 gms only. Recently Ricardo 
Bressani and Helen E. Clark have re¬ 
vealed that Opaque-2 maize is a poten¬ 
tially valuable source of protein in 
countries in which corn is a major 
component of diet. 

Gene Mutation 

Work is also in progress to identify 
the genes responsible for the improve¬ 
ment of protein content of maize. 
American scientists at the Purdue 
Univeisity found that a single gene 
mutation which turns the maize grains 
opaque is associated with doubling 
of their lysine content. Another 
gene which enhances the methionine 
content in maize kernels has also been 
discovered. Opaque-2 and Floury-2 are 
the two muta-genes responsible for the 
improvement of the protein content in 
maize. 

In India, attempts have recently been 
made to improve the quality of maize, 
wheat and pulses. A good deal of re¬ 
search work has been done at various 
agricultural research institutes. Several 
hybrids have been developed under the 
all-India co-ordinated research projects. 

A world collection of wheat, rice, 


barley, pearl millets, and jowar and their 
varieties are being screened at the 
Indian Agricultural Research Institute 
for aminoacid composition. Recently 
two varieties of wheat namely Sharbati 
Sonora and Sonora-64 have been evolv¬ 
ed. The chemical analysis of these varie¬ 
ties shows their protein and lysine con¬ 
tent is higher than those of the parental 
variety. The attempt to incorporate 
Floury-2 has led to the development of 
four new composite strains, Jawahar, 
Kisan, Vi jay and Amber which have 
been released for commercial sowing. 

New Composites 

In the ease of maize a number of gene¬ 
tic slocks containing Opaque-2 received 
from US were found to be very weak 
and poor in vigour. These stocks were of 
little commercial value. Attempts were, 
therefore, made to incorporate Opaque- 
2 in a number of new composites. 

The hybrids of maize so far released 
for commercial cultivation are: Ganga- 
1; Ganga 101; Ran jit; Ganga-3; Hima- 
layan-123 and some others. These hy¬ 
brids are known for their high yield. 
Popularisation of these varieties can 
no doubt mitigate the food deficit. 
Attempts arc now being made by Indian 
scientists to improve the protein con¬ 
tent of maize, so that, along with the 
lood deficit, nutritional deficiencies 
could also be mitigated. Studies carried 
out with rats with Ganga-3, Opaque-2 
and Casein at IARI suggested the su¬ 
perior nutritive value ~ of Opaque-2 
composite. In addition to varieties men¬ 
tioned above, Opaque-2 has also been 
incorporated into a number of other 
composite populations and potential 
experimental hybrids. 

Pulses occupy a major position in 
Indian diet and are a potential source 
of protein. Though a good deal of re¬ 
search hai been done to improve the 
yield of pulses, yet Jittle has been done 
to improve their protein content. It will 
be good if agricultural scientists devote 
their attention to pulses as well. 

Consistent attempts to improve the 
quality of cereals would contribute 
substantially to reduce the protein defi¬ 
ciency in the average Indian's diet, and 
would have profound influence on health 
and economic development of the 
country. It could offer opportunities 
for export of high lysine maize and 
'help in developing domestic markets 
for cereal-based industries. 

The green revolution through which 
the country is passing, is nothing but 
utilisation of new hybrid varieties 
on a large scale. It is possible to 
achieve self-sufficiency in foodgrains in 
the near future. Efforts now should be 
directed to improve the quality of these 
varieties. 
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window on the world 

High Cost of U S Elections 


H- R. VOHRA 


WASHINGTON: 

Tins is an election year. Elections are 
in the air. So is the system which 
prompts them. Much thought has 
gone into the subject. Is it as competi¬ 
tive as it is thought to be? Is it fair as 
between the incumbents and the aspi¬ 
rants? Or does money alone count? 

The answer is obvious. Money counts 
more than it should, a fact which is 
threatening to turn this country into a 
plutocracy — a government of the rich, 
by the rich which functions for the poor 
at home and abroad only in a desultory 
manner. If things go on the way they 
are, the US Congress and Administra¬ 
tion. relying mainly on the power and 
prestige of the rich, could lose touch 
with the masses. 

Compctetion in elections is fast di¬ 
minishing. An overwhelming propor¬ 
tion of elections are won by incumbents. 
Since 1954, incumbents have stood for 
3,220 House and. 224 Senate primary or 
general elections. They have won 92 
per cent of the primaries and 85 per cent 
of the general elections. The results con¬ 
clusively demonstrate that a newcomer 
has very little chance of ousting the 
seated candidate. 

Money Speaks Louder 

The grow ing success of the incumbents 
to retain their scats is due not only to 
the influence they are able to exercise 
over the voters and the election facili¬ 
ties they can bring into play but also 
to the finances they can raise. Money 
speaks louder than talent or zeal in 
some cases. 

A senator can now expect to serve an 
average length of 10.3 years as against 
6 8 years 10 years ago. A representa¬ 
tive on the other hand has a mean length 
of service of 9.6 years though it could 
be as high as 11 4 years. 

An incumbent’s advantages are over¬ 
whelming. He has an office and a publi¬ 
cly paid staff in Washington. He has 
access to federal agencies which can be 
exceedingly helpful when they want to. 
One can imagine that an incumbent has 
cultivated well-placed allies. He also 
has experience to draw upon. He has 
obliging friends in the news media. 

Most of the incumbents collect their 
election funds or pledges to the funds 


months before the election day. A 
member, holding committee positions, 
finds no difficulty in mustering special 
interest groups with which Washington 
swarms. 

i 

There is no escaping the use of these 
methods considering the growing cost 
of electioneering. A recent and reliable 
survey shows that an effective campaign 
for the House can cost each candidate 
more than >100,000 while a senate con¬ 
test can cost a campaigner **2,50,000 
even in a relatively small state. The cost 
of the presidency runs into several 
million dollars. One could justifiably 
say that the way to the White House is 
paved with gold. 

Law Flouted 

Law in the process is flouted with 
impunity. This year, as in previous elec¬ 
tion years, says one hard-nosed com¬ 
mentator, “secret conduits, spurious 
committees and other forms of deceit 
and subterfuge will come into existence 
to provide the candidates with the 
money they need to reach voters.” He 
adds: 

“Men of goodwill, with the best inten¬ 
tions, will take money from sources that 
are proscribed against giving it; it will 
come in prohibited quantities and much, 
if not most, will go unreported and 
even, unrecorded.” 

The sequel is unavoidable. The re¬ 
elected (or elected) members, having 
relied on a few large contributions from 
individuals or special interest groups, 
come to represent them even more than 
the voters. Voters’ opinions can be 
moulded through modern techniques 
and television campaigns, given the 
requisite funds. 

There is no great secret about any of 
this. The emerging cynicism is re- 
reflected in the voter withdrawal. A 
declining number of people go to polls 
now. There is a feeling of helplessness. 
There is talk instead about “dirty poli¬ 
tics.” Quaintly enough, the enlarging 
investments in elections are beginning 
to be counter-productive. Corruption 
dulls the interest of\oters. This, in 
turn, tarnishes the democratic process. 

This year, it is expected that less than 
half the elgible population will vote in 
the congressional elections. While 
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the total number of people participating 
in congressional elections has grown in 
the last 20 years, there has been no subs¬ 
tantial change in the proportion of the 
elcgible population that actually partici¬ 
pates in congressional elections. 

How can the election system be made 
more competitive? This is a typical 
question to a peculiarly American ail¬ 
ment which cries out for an American 
solution. The Twentieth Century Fund 
recently appointed a commission to re¬ 
commend what needs to be done to 
meet the problems plaguing the political 
process in the US. 1 imagine that the 
scale may be different, the problems 
facing the US democracy are also 
raising their heads in India. The US 
thinking could he help to India partic¬ 
ularly as it comes from a non-partisan 
and non-political body. 

The report of the commission be¬ 
lieves that full public disclosure and 
publication of all campaign contribu¬ 
tions and expenditures are the best 
disciplines available “to make cam¬ 
paigns honest and fair.” 

Entire spending on the 1968 congres¬ 
sional campaigns, reported under fede¬ 
ral statues, totalled $8,462,857. Actual 
spending was probably more than 
>50 million. 

Tie commission recommends that 
every political organisation and commi¬ 
ttee that spends money to influence a 
primary or general election for federal 
office be required to register with a fede¬ 
ral election commission and to keep 
open record of its activities. It would 
impose “firm and realistic penalties” 
to deter later, inaccurate or uncomplete 
reports of the contributions they make 
to elections. 

Bipartisan Commission 

It also desires the establishment of a 
bipartisan federal elections commission 
to administer regulations affecting fede¬ 
ral campagins. The commission would 
audit and publicize all campaign finance 
reports and report possible violations, 
including late filing, to the appropriate 
agencies for action. 

Perhaps the most revolutionry sug¬ 
gestion made is that “all spending limits 
for congressional compaigns be elimi¬ 
nated.” The commission’s reasoning is 
interesting. It docs not believe that the 
policy of ceilings has served the public 
well. The limits — $5,000 for a House 
candidate and $25,000 for a Senate can¬ 
didate— are held unrealistic and unen¬ 
forceable. It goes further and asserts 
that no enforceable limits can be de¬ 
vised to limit election expenditure or to 
compel its disclosure. 

The commission, equally provoca-* 
tively, also recommends elemination 
of the size of individual contribution to 



eastern economist 


191 


MN*». 1970 

a political committee or the individual 
candidate. But it prescribes that indi¬ 
viduals who contribute more than 
»5,000 in a year to federal candidates 
and political committees be required to 
file a report with a federal elections com¬ 
mission listing tbe date, recipient and 
amounts contributed. 

These revocations would not apply 
to contributions from corporations, 
unions, trade associations and govern¬ 
ment contractors. Current prohibitions 
against this category of contributors is 
sought to be continued and vigorously 
enforced. It also desires that when a 
corporation, association or contractor is 
prosecuted for making illegal contribu¬ 
tions to federal campaigns, the names 
of candidates who received such contri¬ 
butions should be released to the pub¬ 
lic. 

The commission has no complaint 
against non-partisan political program¬ 
mes financed by corporate and union 
funds. In fact, it would like to en¬ 


courage this kind of activity. 

How money counts in elections was 
illustrated recently in New York pri¬ 
maries. New York’s Democrats nomi¬ 
nated Arthur J. Goldberg for Governor 
and Richard Oltinger for US Senate, 
both good candidates. In order to 
win, Goldberg had to bet he nominee 
of the party’s bosses. The other had 
to draw upon his own personal for¬ 
tune. Two potentially excellent nomi¬ 
nees for Governor, who had no support 
of the party bosses and the party funds 
nor money enough of their own, had 
to withdraw from the contest before the 
election warmed up. 

A deciding factor is the cost of tele¬ 
vision time. It is so expensive that only 
a rich man or a man backed by the rich 
can afford to buy television time. That 
is the real rub. 

The New York Times laments that the 
flaws that exist in the American electo¬ 
ral system “are weakening the founda¬ 
tions of popular government.” 


Geneva Talkfc on Textiles 


E* B BROOK 


VIENNA: 

The United States is conferring with 
its principal trading partners, the Com¬ 
mon Market, in Geneva to discuss 
the current crisis in the world’s textile 
markets. With leading officials from 
these two areas will be senior govern¬ 
ment people from Britain and Japan. 

These talks will follow the breakdown 
in negotiations between the United 
States and Japan during which voluntary 
restrictions were sought on Japanese 
textile imports to the USA. The Com¬ 
mon Market has two fears: that the US 
Administration will yield to congres¬ 
sional pressure to impose quotas on 
imports of textiles and footwear from 
all areas and that the Japanese, restric¬ 
ted in their imports to America, will 
begin to flood Europe with their textile 
manufactures. It is known that already 
Japanese textile mills are making adap¬ 
tations in weave and design to suit 
European customers. 

The Common Market is anxious to 
reduce the potentially dangerous nature 
of what appears to be an almost in¬ 
evitable trade clash. The USA, with 
65,000 men laid off from its textile 
mills in the last year owmg to Japanese 
competition and imports from Europe, 
is determined to protect its cotton and 
wool as well as its footwear manufac¬ 
tures and to prevent unemployment 
from rising further. The Japanese, fac¬ 
ing a serious threat and restriction to 
their trade across the Pacific, insists 
that it must make an assault on the al¬ 
ready heavily protected markets of 


the European Community. Already the 
Common Market area is buying far 
more textiles from outside than it did 
18 months ago. Last year its textile 
imports increased by 34 per cent. 

Both the USA and the Common 
Market wish to prevent anything like 
a trade war but, should it come, it will 
surpass any similar dispute — such 
as the fight over US poultry imports 
in the mid 1960s — since the ’30s. If 
the USA imposes quotas on European 
textiles and shoes as well as on Japanese 
it could cost the Market $200 to 300 
million a year. If this loss became even 
a serious likelihood Europe would al¬ 
most certainly strike back by heavily 
taxing .fats and oils from the USA. 
Such a tax has already been talked of in 
Brussels to help reduce US competition 
in fats and to make it easier to reduce 
the Market’s notorious butter surpluses; 
the notion produced such loud protests 
from Washington that Brussels has so 
far held off from imposing the tax. But 
it will refrain no longer if the USA re¬ 
duces the volume of 22 textiles and 
shoes it lays at present from Europe. 

No one is expecting the discussions 
at the end of this month in Geneva to 
produce any definite results but they 
could pave the way to a general agree¬ 
ment for temporary and limited quotas 
in return for relaxations of tariff restric¬ 
tions in other trade sectors. 

The Market’s unfulfilled plan to raise 
a protective levy against imported fats 
to facilitate reduction of its own gross 
overproduction of butter — dairy farm¬ 


ing being the least expensive and least 
troublesome type of husbandry—leads 
many to think that this increasingly 
insupportable position will jM,ve to 
change in this decade. The qjf 

the Market’s member countries raise 
increasing complaints of the burden they 
have to carry to finance agricultural 
surpluses, very largely French surpluses. 
Agriculture costs the Market some <3 
billion a year in aids and subsidies and 
inflated food prices cost the 180 million 
consumers within the Market nearly $$ 
billion a year. Britain will certainly 
not accept such an extra burden; the 
Market's agricultural system will either 
keep the British out or the British entry 
will force a change. 

The Americans arc aware that changes 
may come within a few years to the 
Market and its price structure but they 
cannot afford to wait. American farm 
sales to the Market, although they have 
doubled since the European Commu¬ 
nity was founded 22 years ago, have 
suffered for four years from its variable 
import levy and the prospect of retalia¬ 
tory taxes on imported fats if the USA 
protects its textiles is too much for 
Washington to contemplate equably. 

New Spirit Pervades 

With a new set of men, less jaded and 
more enthusiastic than M. Jean Key’s 
team now running the Market’s Com¬ 
mission in Brussels under a new Italian 
Secretary-General, Signor Malfatti, 

there is propect of new approaches or 
of at least old approaches in a new spirit 
even in the Market’s centre. There is 
also realization in Brussels, Washington 
and Tokyo that, in the end, there must 
be a rational solution to the textile pr >b- 
lem. There is some prospect that new , 
relationships between the mist vigorous 
economic areas will be forced to emerge 
by a sheer urgent need to be reasonable. 
In the long run there is the possibility 
that the Atlantic Community will look 
to an equal across the Pacific and will no 
longer sustain unchallenged leadership 
from Washington nor narrowly protec¬ 
tive attitudes” from Brussels. 

The prospect in all this for Indian and 
Pakistani textiles is complicated by the 
possibility of Brtiain being admitted to 
membership of the Common Market. 
Both countries will want to have their 
existing trade levels assured in a sharply 
more competitive world, and with 
some prospect of room for growth. 
Bilateral agreements with the Comnm 
Market for India and Pakistan seen to 
be one possible answer. A universally 
accepted preference for products of 
industrially developing countries might 
be a more ileal answer but its proble ns 
are so involved anl prote;tive instincts 
so intense that prospects of such a 
solution scarcely exist at present. 




^ 7 i¥ 


the Government of India's 
Certificate of Merit for 
Outstanding Export 
Performance for the 
period 1966*68. 

India Tobacco Company 
Limited and Indian Leaf 
Tobacco Development 
Company Limited together 
are determined to continue 
doing their very best in 
this vital national task of 
earning more foreign 
exchange, with the willing 
help and active co¬ 
operation of their overseas 
associates, despite 
increasing international 
competition. 
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Tobacco 
Company Ltd 
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Rajaji is a very old man who must neces¬ 
sarily be in a great hurry. It is therefore 
quite natural for him to want to see 
several steps ahead in the direction of a 
grand alliance of democratic, nationa¬ 
list parties. The plain truth, however, 
is that his impatience is unrealistic. 
Although the AICC resolution of the 
official Congress (which was adopted 
in New Delhi recently) does go a long 
way towards making concerted action 
possible among political parties such 
as the Jan Sangh, the Swatantra party 
and the official Congress, these parties 
have not ceased for that reason to be 
separate political personalities, each 
with its own principles, priorities and, 
let us add, prejudices. The rank-and- 
file of none of these parties seems anxir 
ous to shed its political identity over¬ 
night. Among the leaders of each of 
these parties, again, differences of tempe¬ 
rament or even genuine convictions 
persist. Add to this the divergences in 
personal interests or the clash of per¬ 
sonalities and it is easy to see why Raja¬ 
ji remains a lone enthusiast in the cause 
of a grand alliance here and now. 

For the moment, then, what may be 
expected is only a working arrangement 
among the official Congress, the Jan 
Sangh and the Swatantra party for 
offering effective opposition to the ruling 
Congress party in Parliament. The 
resistance in the Gujarat PCC of the 
official Congress party to the idea of a 
grand alliance need not come in the 
way of such a limited understanding. 
What may possibly create difficulties is 
any insistence on the part of the Jan 
Sangh that there should be a 
common minimum programme even for 
the formation and functioning of a joint 
opposition bloc in Parliament. Mr A.B. 
Vajpayee would do well to listen to 
Rajaji’s wise admonition that, in this 
matter, faith may well be the better 
part of reason. 

If democracy and the parliamentary 
form of government are to survive and 
function successfully, there should be 
a viable alternative to the party in power. 
This is apart from the question whether 
any given government of the day is a 
good government or not a good govern¬ 
ment. If a sufficient number of the 
electorate considers that a particular 
political party or combination of 
political parties is providing good 
government, that administration, 
obviously, will continue to be in power. 


If, at the same time, there is a section 
of the electorate which believes that 
things could be better if there were to be 
a change of government, it should not 
be made to feel frustrated through there 
being no possible alternative to the party 
or persons in power. Much of our cur¬ 
rent political and economic ills are due 
to the fact that the electorate has been 
demoralised by the thought or belief 
that it has very little choice in the matter 
of government at the national level. 
There is, in fact, a feeling of fatalistic 
helplessness in the country. Both Mr 
Kamaraj and Mr Masani have rightly 
emphasised the responsibility which 
democratic, nationalist parties have for 
correcting this state of affairs and restor- 
' ing the people’s faith in the party sys¬ 
tem through which alone parliamentary 
democracy can work. 


Even after allowance is made for the 
fact that much cannot be expected of the 
new Finance Minister so early in his 
tenure at this ministry, there could be 
considerable disappointment at Mr 
Y.B. Chavan’s performance at the meet¬ 
ing of the custodians of nationalised 
banks. Whatever may be the merits of 
the directive that nationalised banking 
should work out a scheme for charging 
concessional rates of interest to the 
“smaller” or “poorer” borrowers, it 
could hardly be contended that this 
issue deserves the priority accorded to 
it. It is true that the Finance Minister 
was quite expansive about the supreme 
importance of the mobilisation of de¬ 
posits on a grand scale, but this indi¬ 
cated more the government’s discom¬ 
fiture over the uninspiring performance 
of nationalised banking to date in this 
vital area of banking development 
than any concretization of constructive 
ideas on the part of the Finance 
Ministry’s much publicised Department 
of Banking. 

The real issue before this meeting of 
the Finance Minister with the custodians 
was the building up of public confidence 
in nationalised banking and, as a first 
step in this direction, the imparting of 
credibility to the government’s role as 
a responsible owner and manager 
of the nationalised banks. The laxity 
in the pronouncements and practices 
relating to the making of loans to the 
so-called priority sectors or preferred 
categories of borrowers, the excesses 


committed by one nationalised bank 
after another in the form of wasteful 
branch expansion, suspicions in the 
public mind about burgeoning corrup¬ 
tion among the officials of these banks 
in the matter of sanctioning advances, 
the increase in inefficiency, indifference 
or even plain discourtesy on the part 
of the staff, particularly clerical, of 
nationalised banks in their dealings 
with the clientele and, finally, the 
exercise of political and bureaucratic 
patronage in the selection of 
personnel For the interim boards the 
composition of which seems to have few 
other merits than that of emphasising 
government ownership of the banks con¬ 
cerned have all had an extremely un¬ 
settling effect on informed opinion in 
the country. 

This made it all the more necessary 
for assurances to be given by the new 
Finance Minister on the first opportu¬ 
nity available to him that it would not 
be his policy to encourage a continu¬ 
ance of political adventurism or bu¬ 
reaucratic amateurism in the govern¬ 
ment’s conduct of nationalised banking. 
It was equally essential that Mr Chavan 
should have made it clear that, so far 
as monetary and credit policies were 
concerned, they would strictly be the 
concern of the Reserve Bank and the 
Government of India in the Depart¬ 
ment of Economic Affairs of the Minis¬ 
try of Finance and that in respect of the 
management or the banking activities 
of nationalised banks, the Reserve Bank, 
vis-a-vis the Banking Department of the 
Ministry of Finance, would have the 
same rights and responsibilities as were 
enjoyed or exercised by it when these 
banks were in the private sector and 
as are still being exercised by it in the 
case of banks which continue to be in 
the private sector. Had Mr Chavan 
spoken thus, it would have helped to 
persuade public opinion that, although 
the 14 banks were nationalised as an 
exercise in power politics, the govern¬ 
ment at least intended to make an atte¬ 
mpt hereafter to manage them on sound 
business principles. Such a lead from 
the Finance Minister would also have 
served to stiffen the professional back¬ 
bones of custodians who, with a few 
honourable exceptions, appear to have 
allowed themselves to be overwhelmed 
as much by the imperial ways of their 
new masters as by the political impact 
of the new dispensation itself. 

V.B. 
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Trade Winds 


DEVELOPING BACKWARD AREAS 

With a. view to accelerating the pace 
of industrial development in the back¬ 
ward areas of the country, the Industrial 
Development Bank (IDB) and the In¬ 
dustrial Finance Corporation of India 
(1FC) have decided to give financial 
assistance on concessional terms to 
small and medium-sized industrial enter¬ 
prises. The concessions include: (i) 
one per cent lower interest rate, from 
8 i percent to 7£ percent (with a 
rebate of half a per cent for punctual 
payments of the instalments of interest 
and principal); (ii) extension of the 
period for the repayment of the first 
instalment of the principal amount of 
the loan from the present three years to 
five years; (iii) a longer period for the 
repayment of loans — 15 to 20 years as 
against 10 to 12 years at present; and 
(iv) 50 per cent reduction on the normal 
service charges of the two institutions. 

In the case of IFC, the margin of 
security has also been reduced from 50 
to 30/35 per cent. It means that the 
equity-debt ratio of 1:2 would be now 
acceptable to the IFC, instead of 1:1 
at present. The IFC would also be pre¬ 
pared to accept a lower contribution 
from the promoters to the cost of the 
project than its present normal require¬ 
ments. Depending on the merits of 
each case, the IFC would also be pre¬ 
pared to consider participation by way 
of underwriting or otherwise in the share 
capital of an industrial concern located 
in a backward area or state to a greater 
extent as compared to projects located 
elsewhere. 

The concessions will be normally 
applicable to cases where the total pro¬ 
ject cost does not exceed one crore of 
rupees. Concessional finances for bigger 
projects will be considered on a selective 
basis. 

The backward districts and areas to 
which the above concessional terms of 
finance are applicable are: 

Assam: Goalpara, Cachar, Now- 
gong, Kamprup and Mikir Hills Dist¬ 
rict; Bihar: Palamau and Saharsa; 
Gujarat: Pnnchmahal, Kutch, Am- 
reli, Sabarkantha and Banaskantha; 
Haryana: Mohindergarh and Hissar; 
Jammu & Kashmir: Srinagar, 

Anantnag, Baramula, Jammu, Kathua 
and Udhampur; Mysore: Chitra- 
durga, Raichur, Bellary and Bijapur; 
Orissa: Rolangir, Mayurbhanj, Dhen- 


kanal and Kalahandi; Punjab: 

Hoshiarpur; Rajasthan: Jalore, 

Banswara, Dungarpur, Nagaur, Chum, 
Alwar and Tonk; Uttar Pradesh: 
Almora, Azamgarh, Baharaich, Banda, 
Ballia, Badaun, Chamoli, Fathepur, 
Garhwal, Ghazipur, Hamirpur, Har- 
doi, Jalaun, Jaunpur, Jhansi, Mainpuri, 
Philfibhit, Pithorgarb, Pratapgarh, Rai 
Bareli, Sultanpur, Tehri Garhwal, 
Unnaoand Uttar Kashi; West Bengal: 
Purlia, Bankura, Midhapur and 
Darjeeling.; Union Territories: 

Andaman & Nicobar Islands: (entire 
area); Dadar & Nagar Haveli : (entire 
area); Goa, Daman & Diu : (entire 
area); Laccadive, Amindive & Minicoy 
Islands: the inhabited islands; Mani¬ 
pur: (the entire district); NEFA: 
(entire area); Pondicherry: (entire 
area); Tripura: (entire area). 

• Some more districts will be identified 
shortly. 

Projects in backward districts or areas 
which receive a grant or subsidy from 
the central government are also eligible 
for these concessions from the two 
institutions. Some more districts are 
proposed to be identified for this con¬ 
cessional treatment shortly. 

Similar schemes are expected to be 
announced shortly by the Industrial 
Credit and Investment Corporation of 
India and the Life Insurance Corpora¬ 
tion. 

It may be recalled that the National 
Small Industries Corporation (NSIC) 
—a Government of India undertaking— 
liberalised last month its terms for 
the supply of machinery to small entre¬ 
preneurs on hire-purchase. The libera¬ 
lised terms of the NSIC are : (i) the 
earnest money which an entrepreneur 
has to pay for the machine taken on 
hire-purchase has been reduced to 10 
per cent in case of indigenous machines 
and a bare five per cent in the case of 
imported equipment (till lately, the ear¬ 
nest money which an entrepreneur had 
to pay was 20 to 50 per cent of the value 
of the machine taken on hire-purchase); 

(ii) the service charges of the corpora¬ 
tion have been reduced from six to two 
per cent of the value of the machine; 

(iii) the entrepreneursnre now required 
to pay only the actual charge; incurred 
by the NSIC for acquiring imported 
equipment on their behalf, as against 
the 31 per cent charges collected ear¬ 
lier. Some other liberalisations in this 


my turn 

hire-purchase scheme are also coateppyp- 
lated. 

EXPORT-ORIENTED INDUSTRIES 

The union government is understood 
to have approved the guidelines for giv¬ 
ing licences to larger industrial houses, 
foreign concerns and dominant under¬ 
takings for export-oriented units. Nor¬ 
mally, larger industrial houses will not 
get licences for the middle investment 
sector which covers investments between 
one and five crores of rupees; If these 
houses, however, are prepared to export 
a minimum of 60 per cent of the produc¬ 
tion, they will be allowed to enter the 
middle sector. While giving a licence, 
the government, it is learnt, will make 
sure that the balance 40 per cent pro¬ 
duction, which will be allowed to be 
marketed locally, will not be so large 
as to swamp the other production units. 

In the case of items reserved for the 
small-scale sector, the larger industrial 
houses, foreign firms and dominant 
undertakings will also be allowed to set 
up units provided they will export at 
least 75 per cent of their production 
and the remaining 25 per cent output 
will not be so large as to swamp the 
existing small-scale units. 

The usual scrutiny of these applica¬ 
tions by the various committees of the 
government as well as by the Monopolies 
Commission will be done before licen¬ 
ces were granted. 

The government has also approved a 
new export policy resolution. The de¬ 
tails of this resolution are expected to 
be announced shortly. 

U.K. IMPORT DEPOSIT LEVY 

Britain’s import deposit levy scheme 
is to end on December 4, it was an¬ 
nounced in the UK Parliament on 22 
July, 1970. Before that, the rate of the 
levy will be reduced. At the moment it 
is 30 per cent. From September 1, until 
the scheme ends it will be cut to 20 per 
cent. The levy scheme introduced by 
the Labour government as part of the 
package deal to boost Britain’s balance 
of payments, involved the payment into 
customs by importers of a deposit based 
on the value of goods. Originally this 
was 50 per cent. The Labour govern¬ 
ment later lowered it first to 40 per cent 
and then to 30 per cent in its April 
budget. 

COTTON & CASHEW CORPNs 

Import of cotton is to be canalised 
through a public sector corporation 
which will at a later stage also handle 
internal trade in cotton. A decision to 
set up a cotton corporation in the pub¬ 
lic sector was taken on July 24, by the 
union cabinet. The take over of cot¬ 
ton imports will start from September 1, 
with the new cotton season, Cotton 
imports axe valued between Rs SQcrorqs 
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and Rs 100 crores a year. The cabinet 
also decided to set up a corporation for 
the import of cashew. The corpora¬ 
tion, which will be a subsidiary of the 
State Trading Corporation will handle 
cashew imports worth Rs 30 crores. 
It will also handle the processing of 
cashew kernel. 

I. R. C. 

The two-day session of the Standing 
Labour Committee which concluded 
recently recommended constitution of 
an Industrial Relations Commission 
both at the centre and in the states. 
The commission will consist of a 
judicial officer as chairman and two 
non-judicial members well-versed in 
problems relating to industry, labour 
and management. The functions 
of the IRC will be certification of re¬ 
presentative union, adjudication of in¬ 
dustrial disputes referred to it and such 
other functions as may be assigned. 
Unanimous and majority recommenda¬ 
tions of the IRC’s will be>inding on all 
the parties. The appropriate govern¬ 
ment shall continue to have the same 
powers in respect of conciliation as at 
present under the Industrial Disputes 
Act. They will also have powers to 
intervene in the industrial disputes in 
non-essential industries at any stage and 
r^fer it for adjudication to IRC. The 
parties to the dispute have also been 
given right of choice between strike/ 
lockout or adjudication. In essential 
services, on failure of conciliation, 
cither party can take the issue to IRC 
for adjudication. Provision would be 
made in law for disposal of adjudica¬ 
tion ordinarily within six months unless 
the time is extended and reasons there¬ 
for accorded in writing by IRC labour 
courts. 

MAJOR PORTS COMMISSION 

The Major Ports Commission, headed 
by Mr. R. Venkataraman, Member 
(Industry), Planning Commission, has 
recommended that return of 12 per cent 
on the capital invested should be a mini¬ 
mum objective of major ports. This 
financial objective should take care of 
such obligations as interest charges 
needs of replacement, rehabilitation and 
modernisation of capital assets and re¬ 
serves for development, repayment of 
loans and contingencies. For achieving 
this objective, the Commission has re¬ 
commended a series of changes in the 
ports’ policies relating to port rates 
and charges. According to the Com¬ 
mission, the port managements should 
evolve rates of tariff between the lower 
limit of direct costs on the one hand and 
the upper limit of “what the traffic 
can bear” on the other. Where, in 
national interest, the ports are re¬ 
quired to handle traffic at conces¬ 
sional rates, the commission had re¬ 
commended a reimbursement of the 
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difference between the rate charged and 
the cost of service from the government 
or the agency at whose instance the 
concession was granted. 

Considering the importance of ports 
to the national economy and the subs¬ 
tantial financial assistance siven by 
other countries to port authorities, the 
Commission has recommended that an 
outright grant to the extent of 20 per 
cent of the capital cost of civil works, 
including berths, breakwaters, reclama¬ 
tion, capital dredging, etc., should be 
provided by the government. In the 
case of newer ports, such as Kandla, 
Paradip, Mangalore and Tuticorin, the 
commission recommended that the 
obligation to payment of interest and 
repayment of principal should be 
limited to 50 per cent of the capital, 
outlay and the balance of 50 per cent 
should be treated as “deferred redeem¬ 
able capital", which will carry no 
obligation to the payment of interest 
nor have any regulated schedule of re¬ 
payment. The Commission has also 
drawn up a blue-print for development 
of ports in the next decade. Jt has em¬ 
phasised the urgency of modernising 
ports. The Commission has recommend¬ 
ed that Haldia on the east coast and 
Bombay (Nhava-Sheva) on the west 
coast should be developed immediately 
as full-fledged container ports with ail 
modern facilities. 

DIFFERENTIA!, INTEREST RATES 

The chief executives of the nationa¬ 
lised banks recently approved in princi¬ 
ple the proposal for differential rates 
of interest for lending with the advan¬ 
tage of a lower interest going to the 
weak sections engaged in productive 
endeavours. The executives left ii 
to the Reserve Bank and the Banking 
Department of the Finance Ministry 
to work out the details. The Finance 
Minister, Mr Y.B. Chavan, who presi¬ 
ded over the meeting told newsmen that 
the differential rates of interest would 
be applied sector-wise. The idea was 
to charge a higher rate from bigger far¬ 
mers and a lower rate from small far¬ 
mers. The meeting also discussed de¬ 
posit mobilisation. the role of the public 
sector banks in reliev ing unemployment 
and the price situation. Discussing the 
role of banks in maintaining the price 
line, they favoured selective credit cont¬ 
rol in respect of sensitive commodities 
such as cotton and oilseeds. 

TRADE WITH TANZANIA 

A trade delegation, from Tanzania 
has shown interest in a number of com¬ 
modities, particularly chemicals and 
pharmaceuticals. Recently, a high 
official of that country’s nationalised 
trade organisation, the State Trading 
Corporation, negotiated for the export 
of Indian tooth powder. Following this 
visit an Indian firm has secured an or- 
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der for the export of Rs 83.000 worth of 
tooth powder to the STC in Tanzania. 
It is believed that there is a large poten¬ 
tial for the export of mosquito repellents 
and air-purifiers. The visit of two top 
officials of the Tanzanian STC is likely 
to result in increased exports to that 
country. The Basic Chemicals, Phar¬ 
maceuticals and Soaps Export Promo¬ 
tion Council expects to improve exports 
to that country this year. 

CEMENT UNIT AT MANDHAR 

The Mandhar Cement Factory, a 
Public sector unit of the Cement Cor¬ 
poration of India, was inaugurated on 
July 26. 1970, by Mr S.C Shukla, Chief 
Minister of Madhya Pradesh. The 
200,000 tonnes capacity plant, mostly 
fabricated indigenously, will be using 
the wet process for production of 
cement. The Rs4.7-crores project has 
been completed within three and a half 
years. The second phase of the pro¬ 
ject which will double the production 
envisages the production of cement by 
inter-grinding of blast furnace slag from 
the Bhilai steel plant with clinker. 

NEW TV SET RELEASED 

Televista, a 24-inch screen television 
vvus released by the union Minister of 
State for Information and Broadcast¬ 
ing, Mr r KL. Gujrai, on July 25. Jt 
will be priced at Rs 1,900 exclusive of 
local taxes. The k *Tclevista“ has been 
developed by a consortium of small- 
scale manufacturers of the Okhla 
Industrial Estate, with the help of know¬ 
how provided by the Central Electro¬ 
nics Engineering Research Institute, 
Pilani. Mr V.P. Luthra, President of the 
AIl-Tndia Radio Merchants’ Associa¬ 
tion, who is one of the sponsors of the 
consortium, stated that they would 
simultaneously release a 19-inch screen 
set, priced at Rs 1,500. The consortium 
would also market a nine-inch battery 
operated “carry-with-you" TV set with¬ 
in a year, he added ' 

I.A.T.A. CONFERENCE 

Members of 1ATA, which include the 
leading international airlines, will meet 
in Honolulu in September to discuss 
outstanding problems. .BOAC has 
submitted its proposals, which, if 
accepted, should make significant 
changes in fare-structures, through 
these proposals it is hoped to broaden 
.existing markets and lap new ones with 
new promotional fares and by rationalis¬ 
ing existing types of bulk holiday fares. 

For instance introduction of Earlybird 
type fares on north and mid-Atlantic 
and on Australasian routes are proposed 
to be sought. Substantially discounted 
youth fares from a number of countries 
are proposed. BOAC also hopes for 
introduction of piec3 system instea d of a 
weight system for baggage. 
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Company Affairs 


TATA OIL 

MR J.R.D. Tata, Chairman, Tata Oil 
Mills Co* Ltd, in a statement to the 
shareholders revealed that the com¬ 
pany had increased its turnover by 
about 70 per cent during the last two 
years and during the year 1969-70 the 
gross revenue at Rs 39.47 crorcs was 33 
per cent more than that during the previ¬ 
ous year. In the light of these improved 
results the directors of the company had 
recommended an increase in dividend 
from 17 to 18 per cent in the form of 
bonus of 25 paisc per share. Me added 
that the directors had suggested the 
issue of right shares in the ratio of one 
for every two held at a premium not 
exceeding Rs 15 per share as may be 
approved by the Controller of Capital 
issues. This would add Rs 156.97 lakhs 
to the company’s fund and appreciably 
improve the debt equity ratio and 
thereby, the borrowing capacity. 

Mr Tata revealed that the company 
had entered the fisheries industry dur¬ 
ing the previous year and by the end 
of the current financial year it had al 
ready exported Rs 52 lakhs worth of 
frozen shrimps mainly to Japan. The 
company lias renovated and com¬ 
missioned the cold storage and shrimp 
processing plant leased from Interna¬ 
tional Fisheries. He added that the 
government had informed the company 
regarding the grant of u licence, to ob¬ 
tain trawlers which will reduce depen¬ 
dence on the purchase of shrimps and 
also enable the company to fish in areas 
further away from the coast which could 
not be covered by the smaller vessels 
employed by fishermen. In view of the 
fact that the export of marine products 
are likely to increase at an annual rate 
of 14.5 per cent in the coming decade 
Tata Oil proposed to take full advan¬ 
tage of the opportunities opened by the 
demands created with the growth of 
affluence both in the west and in Japan 
for sea food specialities and shrimps in 
particular. 

The company's efforts to investigate 
opportunities abroad proved successful 
and Mr Tata informed the shareholders 
that arrangements had been completed 
for the manufacture of toilet soap at 
Mwan/a in Tanzania to meet the 
requirements in some of the east 
African countries. Similarly the manu¬ 
facture of hair oil was started in Singa¬ 
pore and a branch otfice had been estab¬ 
lished there. He hoped that further 
detailed investigations would be possi¬ 


ble in other south-east Asian markets. 

Tata Oil received an industrial licence 
along with a grant for necessary foreign 
exchange for the large-scale manufac¬ 
ture of protein isolate and high protein 
formulated foods and beverages, Mr 
Tata indicated that these new lines of 
protein-based food products and the 
sale of protein isolate to industrial con¬ 
sumers would, be developed speedily. 
He added, that there was an urgent need 
to provide high protein food at econo¬ 
mical prices for all age-groups, particu¬ 
larly for growing children. “The aver¬ 
age protein intake of the majority of 
our population is less than half the level 
recommended by nutritional experts. 
We hope to close, to some extent, this 
protein gap, thereby contributing to 
the improvement in the nutrition in the 
health of our people", slated Mr J.R.D. 
Tata. 

BIRLA JUTE 

Birin Jute Manufacturing Co. Ltd 
has shown considerable improvement in 
its working during the year ended 
March 31, 1970. The preliminary state¬ 
ment released by the company, shows 
a higher gross profit of Rs 469.30 lakhs 
as against Rs 320.67 lakhs in the pre¬ 
ceding year. After providing Rs 18.37 
lakhs for managerial commission, Rs 
144.67 lakhs for depreciation, Rs 110.00 
lakhs for taxation and Rs 9.64 lakhs for 
development rebate reserve, there is a 
balance of Rs 186.70 lakhs. To this 
added Rs 69,984 being the balance 
brought forward from the preceding 
year and Rs 84,665 being income-tax 
refund, making Rs 188.25 lakhs. The 
whole amount of Rs 188.25 lakhs is 
transferred to general reserve. In 
the previous year a sum of Rs 21 00 


lakhs was set apart for general reserve, 
Rs 28.45 lakhs for cement expansion re¬ 
serve and Rs 40.00 lakhs for dividend 
equalisation reserve. The directors have 
proposed a dividend of 90 paise per 
share (payable from general reserve) 
on ordinary capital increased by the 
the bonus issue in the ratio of one-for- 
one. In the preceding year, a dividend 
of Rs 1.50 per share was paid on the 
original capital. The dividend is payable 
to those shareholders registered as on 
September 21,1970. The directors have 
also a proposal to issue rights shares 
shortly in the ratio of one-for-four and 
the proceeds will be utilised for the 
construction of the Durgapur cement 
plant and for other expansion plans 

UNIVERSAL CABLES 

Universal Cables Ltd has produced 
encouraging results for the year ended 
March 31, 1970. The preliminary state¬ 
ment reveals a gross profit of Rs 77.03 
lakhs gainst Rs 41.37 Jaklvs for 1968-69. 
After deducting Rs 3,49 lakhs for 
managerial remuneration, there is a net 
surplus of Rs 73.54 lakhs. To this are 
added Rs 49,2It being the balance 
brought forward from the previousyear 
and nil transferred from general re¬ 
serve, making an available sum of Rs 
74.03 lakhs. From this, Rs 35.67 lakhs 
is provided for depreciation, nil for 
taxation and Rs 26.00 lakhs for deve¬ 
lopment rebate reserve, leaving a 
balance of Rs 12.37 lakhs. The 
balance for the year of Rs 12.37 
lakhs is transferred to general reserve. 
The directors have proposed to main¬ 
tain the dividend at one rupee per share, 
payable from general reserve. The divi¬ 
dend. payable to those shareholders 
registered as on July 29. 

LARSEN & TOUBRO 
Mr H. Holk-Larsen, Chairman of 
Larsen &Toubro Ltd has stated in his 
annual statement to the shareholders 
that the company is m a sound shape 
and is well equipped to take advantage 
of the opportunities that lie ahead. The 
year has been one of consolidation. Its 
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inventories were maintained at a reason* 
able level and its procurement organisa¬ 
tion rationalised. Its backlog of orders 
continues to show an upward trend. 
Tbe company is directing its efforts and 
resources towards electronics, nuclear 
fabrication, bigb pressure equipment 
and other fast developing technologies. 
Mr Larsen indicated that the company’s 
policy of a continuous assessment of 
new technological areas and its develop¬ 
ment of capabilities to meet the many 
new opportunities would bring good re* 
turns to the shareholders. The total 
sales of the Larsen and Toubro group 
for the year are Rs 33.7 crores, an in¬ 
crease of Rs 2.30 crores over the previ¬ 
ous year. The sale of products manu¬ 
factured by the company and its subsi¬ 
diary and associate companies accounted 
for 34 per cent of the company’s 
sales against 48 per cent in the previous 
year. The company, therefore, is de¬ 
pending increasingly on its own manu¬ 
factured products and this trend is likely 
to continue in future years. During the 
year its export amounted to Rs 50 lakhs 
against Rs 20 lakhs in the previous year 
and are expected to increase to Rs 
80 lakhs during the current year. 

ASSOCIATED GLASS 

Associated Glass Industries Ltd, 
Hyderabad, is offering for public subs¬ 
cription 441,000 equity shares of Rs 10 
each and 30,000 (9.5 per cent) cumula¬ 
tive redeemable preference shares of 
Rs 100 each. The subscription list will 
open on August 5 and close on August 
17 or earlier but not before August 7. 
The company is setting up a glass fac¬ 
tory in Hyderabad with a capacity of 
24,000 tonnes. The plant is expected 
to go into production from October 
1971. The Andhra Pradesh Industrial 
Development Corporation has entered 
into technical collaboration with Messrs 
Komplex Budapest, Hungary, for the 
supply of technical know-how and plant 
and equipment. The company has an 
authorised capital of three crores of 
rupees, comprising Rs 60 lakhs worth of 
preference snares of Rs 100 each and Rs 
2.40 crores worth of equity shares. The 
present issue is for Rs 30 lakhs worth of 
preference shares and Rs 90 lakhs worth 
of equity. Of this, Rs 45.90 lakhs worth 
of equity shares is taken up by promo¬ 
ters, directors and their Mends of which 
Rs 25.90 lakhs is taken up by the 
Andhra Pradesh Industrial Develop¬ 
ment Corporation. 

CHEMICALS AND PLASTICS 

Chemicals and Plastics India Ltd 
Will enter capital market on August 3, 
with an issue of 60,000 (9 per cent, free 
from income-tax, payable by the com¬ 
pany but subject to the deduction of tax 
under Section 194 of the Income-tax 
Act 1961) convertible cumulative re¬ 
deemable ‘B’ preference shares of Rs 


100 each. The issue will close on August 
13, or earlier at the discretion of the di¬ 
rectors but not before August 5, 1970. 
The company has an authorised capital 
of three crores of rupees and issued, 
subscribed and paid-up capital of Rs 1.75 
crores. The holders of the cumulative 
redeemable preference shares will have 
the option to convert one-third of the 
preference shares into equity shares at 
par after five years. At the end of the 
sixth year from the dale of allotment 
and during the first month of the seventh 
year, the holders wil have the option to 
convert further one-third of the pre¬ 
ference shares into equity shares at par 
value or 15 per cent less than the market 
value, whichever is higher. At the end 
of the seventh year from the date of 
allotment and during the first month 
of the eighth year the holders will have 
the option to convert the balance of the 
preference shares at par value or 10 
per cent less than the market value 
whichever is higher. If option as pres- 
scribed above is not exercised, the shares 
will continue to remain as redeemable 
Cumulative preference shares until the 
end of the twelfth year from the date of 
allotment, when they will be definitely 
redeemed. Out of the present issue the 
foreign collaborators of the company, 
B.F. Goodrich Company of the USA 
have agreed for allotment of 15,000 
shares. The promoters, founders, direc¬ 
tors and their friends have agreed to 
subscribe for 15,000 shares and the re¬ 
maining 30,000 shares are being offered 
to the public at par for cash. The entire 
issue has been underwritten. 

ROHIT PULP 

The directors of Rohit Pulp and Pa¬ 
per Ltd have proposed a dividend of 
eight per cent for the 15 months ended 
March 31, 1970. The company's work¬ 
ing during the period has resulted in a 
higher profit of Rs 18.52 lakhs against 
Rs 3.10 lakhs for the 12 months of 1968. 
A sum of-Rs 14 90 lakhs has been pro¬ 
vided for depreciation including Rs 
6.40 lakhs for 1968 which had not been 
provided for. No provision has been 
made for development rebate. After 
making adjustments, there remains a 
surplus of Rs 3 06 lakhs out of which 
a sum of Rs 3 lakhs has been transferred 
to the general reserve. The proposed 
dividend is to be paid out of the general 
reserve. It absorbs Rs 2.40 lakhs. The 
production for the 15 months has been 
placed at 6,912 tons againt 4,510 tons 
in 1968.The monthly average production 
is higher at 461 tons against 376 tons. 
Net sales have gone up from Rs 1.04 
crores to Rs 1.65 crores. 

GRAUER AND WEIL 

Grauer and Weil (India) Ltd, is 
offering for public subscription Rs 25 
lakhs out of which Rs 16.75 lakhs will 
be equity shares of Rs 10 each and 


Rs 8.25 lakhs in 9.5 per cent 
preference shares of Rs 10 each. 
The subscription list opened on July 
30, 1970, and will close on August 8 or 
earlier but not before August 4. The 
entire issue has been underwritten. The 
company is engaged in the manufac¬ 
ture of electroplating equipment and 
other allied products. It has technical 
collaboration with Pemix Enthone of 
the UK. The company has also entered 
into a technical collaboration with Bn* 
thone Inc., of the USA, a subsidiary of 
American Smelting and Refining Co. 
It has lately entered into technical colla¬ 
boration with Langbein Pfanhauser 
Werke, A.G. of West Germany for the 
manufacture of electroplating brighte- 
ners and other chemicals. The present 
issue is being made to meet the expan¬ 
sion programme of the company which 
will raise its turnover. The present ca¬ 
pital of the company is Rs 8.79 lakhs in 
equity shares of Rs 10 each. It has got 
two factories and has been paying regu¬ 
larly dividend, which it hopes to main¬ 
tain on the enlarged capital on the com¬ 
pletion of the expansion programme. 
The new shares will rank pari passu with 
the existing shares for dividend from 
the current year. 

MAFATLAL 

The directors of the Mafatlal Fine 
Spinning and Manufacturing Co. Ltd 
have stated that the performance of the 
textile division duringthe year was better 
compared to that of the past few years. 
There was a switchover to an increas¬ 
ing percentage of man-made fibre fabrics 
to meet the growing demand. The costs 
during the year increased but in spite of 
t hat the company’s production and sales 
revealed a definite upswing resulting in 
better profitability compared to the 
previous year. As against this, produc¬ 
tion in the fiourine chemical division 
was erratic largely due to insufficient 
supply of the basic raw material — acid 
grade fluorospar. However, during the 
current year the company hoped to get 
a part of its requirements from the 
Gujarat Mineral Development Corpo¬ 
ration which had recently gone mto 
production and the position by way of 
imported raw materials was satisfactory 
for the time being. The plant was 
therefore expected to run on a continu¬ 
ous basis. During the year the produc¬ 
tion of fluorocarbon gases was not to 
its full manufacturing capacity because 
large quantities of imported gases allow¬ 
ed under export promotion scheme were 
available in the market. . The govern¬ 
ment has now banned this item to a 
large extent and this should help the 
company during the current year. 
The company received the capital 
goods licence for the expansion of cryo¬ 
lite and aluminium flouride and it hoped 
to implement this project as soon as all 
other formalities were completed. 
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Readers' Roundtable 


THE ‘GENERALIST* AND THE 
‘SPECIALIST* 

Sir* 

Dr A. Appadorai (writing in your 
issue of July 10) has either mis- 
understood the reports appearing in 
the newspapers about the view of the 
Committee of Secretaries or he knows 
more than has appeared. The 
Committee of Secretaries has, accord¬ 
ing to Dr Appadorai, recommended a 
unified management pool and the ARC 
had suggested two hierarchies. Neither 
has done anything of the kind. It was 
the ARC, in fact, which suggested a 
uniform system and enunciated the 
principle that each job should be given 
to the person who is best qualified to 
do it irrespective of the label which he 
carries. On the other hand, the Com¬ 
mittee of Secretaries has propounded 
the theory of a class of “professional 
managers”, has enquired if any skills 
are needed at all for top management 
posts and, if press reports are to be be¬ 
lieved, has argued in favour of the kind 
of experience which the generalist 
cadre is supposed to bring to top 
management posts. 

It is not my purpose here to argue the 
case of one or the other but merely to 
point out what appears to me to be a 
whole series of arguments based on 
wrong premises. 

As for the specialists being already 
consulted on policy matters, what Lord 
Fulton said about the British Civil Ser¬ 
vice would seem to apply very largely 
to the Indian counterpart. In any 
case, it does not help much to say that 
the administration had stood the test 
of partition and independence. Of 
course, the record could have been far 
worse; but then it could have been far 
better. And if Eastern Economist alone 
is to be believed, the record has been 
none too bright. 

Yours, etc., 

K.G. Ramakrishnan 
(Secretary General, 
All-India Confederation 
of Central Government Officers* 
New Delhi, Associations). 

Dr Appadorai writes : 

“Two questions have been raised in 
the above communication:— 

I* Has the ARC recommended two 


hierarchies? Here are extracts from the 
report of the ARC which answer the 
question clearly. 

Part I of the Scheme 

14. ‘All posts of under secretaries 
and deputy secretaries in the secre¬ 
tariat and the corresponding posts with 
different designations in the attached 
offices should be examined and classi¬ 
fied as falling (i) within a functional 
area or (ii) outside the functional area \ 

‘Functional’ area 

15. ‘For the former type of posts, 
whether in the secretariat hierarchy or 
in the attached offices, the important 
requirement is, as already stated, the 
knowledge of the particular function 
or speciality concerned.* 

Part H of the Scheme 

Two Categories of Senior Mangement 
Posts 

30. * As in the case of officers consi¬ 
dered in Pari 1 of the scheme a clear 
distinction should be made between the 
purely functional posts and posts falling 
outside the functional areas*. 

Senior Mangement Posts in the Func¬ 
tional Area 

31. ‘Senior management posts in 
which the knowledge of the subject- 
matter or the function is as important 
as managerial ability, should be classi¬ 
fied as functional posts; for example, 
posts like that of the Engincer-in-Chief, 
CPWD, Members of the CW &PC and 
Members of the Railway Board, P&T 
Board and Central Board of Direct 
Taxes clearly fall within the functional 
area. These posts should be filed up 
by the relevant functional cadres — 
technical or non-technical, as the case 
may be’. 

Posts Outside the Functional Area 

‘The area of selection for senior 
management posts outside the functional 
area should cover deputy secretaries 
serving in the specialisms in the head¬ 
quarters as well as those who have served 
and returned to their parent cadres’. 

2 (1) ‘All posts in a functional area 
whether in the field or at headquarters 
or in the secretariat should be staffed 
by members of the corresponding func - 
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tional services or by functional officers 
not encadred in a Service*. 

3(1) ‘Posts of (or equivalent to) un¬ 
der secretary or a deputy secretary 
in the secretariat and the attached 
offices should be examined and classi¬ 
fied as falling (i) within functional; or 
(ii) outside functional area*. 

6 (1) ‘Senior management posts in 
functional areas should be filled by 
members of the respective functional 
services\ 

(2) ‘Senior management posts out* 
side the functional areas should be filled 
by officers who have had experience as 
members of the policy and management 
pool in one of the eight specialisms’. 

(The ARC : Personnel Ad¬ 
ministration, pp 18, 25, 118 and 
119.) 

II. Has the press report regarding the 
decision of the Committee of Secretaries 
been misunderstood? 

Here is the text of the press report 
which speaks for itself under the cap¬ 
tion 

Separate Cadre of ‘Specialists" 
Disfavoured 

The Statesman of June 4 gives the 
following news item: -- 

‘The Committee *f Secretaries of 
the Government of India has rejected 
the proposal to divide services into 
“generalists” and “specialists” on the 
plea that at higher levels it is the ability 
to manage that is required, not technical 
knowledge. 

The proposal was made by the Ad¬ 
ministrative Reforms Commission*. 

The ARC specifically states that all 
posts in a given functional area which, 
may be called ‘functional posts’ should 
be staffed by members of the corres¬ 
ponding functional service, if one exists, 
or by officers engaged in the correspon¬ 
ding function, though not encadred 
in a service. 

Indeed, in stating that the Commi¬ 
ttee of Secretaries has propounded the 
theory of a class of ‘professional mana¬ 
gers’ and has argued in favour of the 
kind of experience which the generalists 
cadre is supposed to bring to top 
management posts, Mr Ramakrishnan 
has unwittingly supported my interpre¬ 
tation that the Committee of Secretaries 
has recommended a unified management 
pool. 

As for the point raised in the last 
paragraph of Mr Ramakrishnan’s com¬ 
munication, this is a matter of opinion.” 

—Editor. 
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Readers’ Roundtable 


the ‘GENERALIST’ AND THE 
‘SPECIALIST’ 

Sir, 

Dr A. Appadorai (writing in your 
issue of July 10) has either mis¬ 
understood the reports appearing in 
the newspapers about the view of the 
Committee of Secretaries or he knows 
more than has appeared. The 
Committee of Secretaries has, accord¬ 
ing to Dr Appadorai, recommended a 
unified management pool and the ARC 
had suggested two hierarchies. Neither 
has done anything of the kind. It was 
the ARC, in fact, which suggested a 
uniform system and enunciated the 
principle that each job should be given 
to the person who is best qualified to 
do it irrespective of the label which he 
carries. On the other hand, the Com¬ 
mittee of Secretaries has propounded 
the theory of a class of ‘‘professional 
managers”, has enquired if any skills 
are needed at all for top management 
posts and, if press reports are to be be¬ 
lieved, has argued in favour of the kind 
of experience which the generalist 
cadre is supposed to bring to top 
management posts. 

It is not my purpose here to argue the 
case of one or the other but merely to 
point out what appears to me to be a 
whole series of arguments based on 
wrong premises. 

As for the specialists being already 
consulted on policy matters, what Lord 
Fulton said about the British Civil Ser¬ 
vice would seem to apply very largely 
to the Indian counterpart. In any 
case, it does not help much to say that 
the administration had stood the test 
of partition and independence. Of 
course, the record could have been far 
worse; but then it could have been far 
better. And if Eastern Economist alone 
is to be believed, the record has been 
none too bright. 

Yours, etc., 

K.G. Ramakrishnan 
(Secretary General, 
All-India Confederation 
of Central Government Officers’ 
New Delhi, Associations). 

Dr Appadorai writes: 

“Two questions have been raised in 
the above communication:— 

I, Has the ARC recommended two 


hierarchies? Here are extracts from the 
report of the ARC which answer the 
question clearly. 

Part I of the Scheme 

14. ‘All posts of under secretaries 
and deputy secretaries in the secre¬ 
tariat and the corresponding posts with 
different designations in the attached 
offices should be examined and classi¬ 
fied as falling (i) within a functional 
area or (ii) outside the functional area\ 

‘Functional’ area 

15. ‘For the former type of posts, 
whether in the secretariat hierarchy or 
in the attached offices, the important 
requirement is, as already stated, the 
knowledge of the particular function 
or speciality concerned.’ 

Part 11 of the Scheme 

Two Categories of Senior Mangement 
Posts 

30. ‘As in the case of officers consi¬ 
dered in Part I of the scheme a clear 
distinction should be made between the 
purely functional posts and posts falling 
outside the functional areas \ 

Senior Mangement Posts in the Func¬ 
tional Area 

31. ‘Senior management posts in 
which the knowledge of the subject- 
matter or the function is as important 
as managerial ability, should be classi¬ 
fied as functional posts; for example, 
posts like that of the Engineer-in-Chief, 
CPWD, Members of the CW &PC and 
Members of the Railway Board, P&T 
Board and Central Board of Direct 
Taxes clearly fail within the functional 
area. These posts should be filed up 
by the relevant functional cadres — 
technical or non-tcchnical, as the case 
may be’. 

Posts Outside the Functional Area 

'The area of selection for senior 
management posts outside the functional 
area should cover deputy secretaries 
serving in the specialisms in the head¬ 
quarters as well as those who have served 
and returned to their parent cadres’. 

2 (1) 'All posts in a functional area 
whether in the field or at headquarters 
or in the secretariat should be staffed 
by members of the corresponding func¬ 


tional services or by functional officers 
not encadred in a Service’. 

3(1) ‘Posts of (or equivalent to) un¬ 
der secretary or a deputy secretary 
in the secretariat and the attached 
offices should be examined and classi¬ 
fied as falling (i) within functional; or 
(ii) outside functional area*. 

6 (1) ‘Senior management posts in 
functional areas should be filled by 
members of the respective functional 
services', 

(2) ‘Senior management posts out¬ 
side the functional areas should be filled 
by officers who have had experience as 
members of the policy and management 
pool in one of the eight specialisms’. 

(The ARC : Personnel Ad¬ 
ministration, pp 18, 25, 118 and 
119.) 

II. Has the pre^sreport regarding the 
decision of the Committee of Secretaries 
been misunderstood? 

Here is the text of the press report 
which speaks for itself under the cap¬ 
tion 

Separate Cadre of ‘Specialists’ 
Disfavoured 

The Statesman of June 4 gives the 
following news item: — 

‘The Committee qf Secretaries of 
the Government of India has rejected 
the proposal to divide services into 
“generalists” and “specialists” on the 
plea that at higher levels it is the ability 
to manage that is required, not technical 
knowledge. 

The proposal was made by the Ad¬ 
ministrative Reforms Commission*. 

The ARC specifically states that all 
posts in a given functional area which 
may be called ‘functional posts* should 
be staffed by members of the corres¬ 
ponding functional service, if one exists, 
or by officers engaged in the correspon¬ 
ding function, though not encadred 
in a service. 

Indeed, in stating that the Commi- ^ 
ttee of Secretaries has propounded the 
theory of a class of ‘professional mana¬ 
gers’ and has argued in favour of the 
kind of experience which the generalists 
cadre is supposed to bring to top 
management posts, Mr Ramakrishnan 
has unwittingly supported my interpre¬ 
tation that the Committee of Secretaries 
has recommended a unified management 
pool. 

As for the point raised in the last 
paragraph of Mr Ramakrishnan’s com¬ 
munication, this is a matter of opinion.” 

—Editor. 
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COMPANY MEETINGS 

INDIAN COPPER CORPORATION LTD. 

Address Delivered by Mr G.D- Kothari, Chairman, at the Annual General Meeting of the 
Company for the yepr ended 31st December 1969, held on the 22nd July 1970. 


This is the first time that T have 
had the pleasure of addressing you and 
T take this opportunity of reviewing the 
affairs of your Company during the 
year 196V. 

I propose to start by commenting on 
the Accounts and Directors' Report 
which have now been in your hands for 
some weeks. 

ACCOUNTS 

When compared to the profit for 
J968, the profit for 1969 shows a de¬ 
crease of Rs. 80,18,997/- but it has been 
possible to maintain the dividend be¬ 
cause of a substantial reduction in 
taxation of Rs. 59,50,000/-. 

The profit has decreased principally 
because of rising costs, including the 
effect of the Engineering Wage Board 
Award which was directly applicable to 
the Company's Works; the Wage scales 
of the Company’s employees at its 
Works and Mines have always been 
equated, and the effect of this Award 
has therefore been extended to the 
Mines Employees also. Besides the 
increase in costs, the very low price 
paid by the Government of India for 
the Company’s Copper Wire Bars rest¬ 
ricted the Company's earnings. 

You will have noted that a very sub¬ 
stantial sum has been provided for de¬ 
preciation: this is largely on account 
of the Nickel Sulphate Plant which came 
into production during the year. 

LEASES 

During 1969, the Company applied 
to the State of Bihar for the grant of a 
new lease to replace its previous appli¬ 
cation for the renewal of the two Sid- 
dheswar Leases: the latest information 
indicates that the Company would be 
well advised to take a Lease of an area 
slightly different from that covered by 
the former Leases in order to he in a 
position to exploit Surda Mine if it 
persists in depth. The Company’s 
application requires the approval of 
the Government of India and this is 
still awaited. 

The State of Bihar has sanctioned 
the grant of a Lease to cover the 2.25 
sq. miles adjoining the Company’s 
existing Mosaboni Lease: this Lease is 
required to permit Mosaboni Mine to 
be developed below 30 Level. The 
Lease deed has been prepared by the 
State Government and will be executed 
shortly. 

With regard to the Royalty claim put 
forward by the State of Bihar in connec¬ 
tion with the Lease for Mosaboni Mine 
prior to 26.10 1964, the position has not 
changed during the last twelve months 
and our writ petitions are still pending 


with the High Courts in Patna and 
Calcutta. 

The State of Bihar has claimed 
Royalty from the Company and also 
from the Company’s Superior Land¬ 
lord: the Company is advised that no 
liability to the State of Bihar can be 
imposed on the Company but. there may 
be certain liabilities in connection with 
the claim of the Government against 
the Superior Landlord. 

The Company has been endeavouring 
to settle these claims by a tripartite 
Agreement to which the State of Bihar 
and the Superior Landlord should be 
Parties, but it has not yet been possible 
to arrive at this Agreement, principally 
because the matter is pending in the 
Courts. 

WORKING REVIEW 

The results for the year 1969 were 
satisfactory and the production might 
have been a record if the Company's 
Works had been operated for as many 
days during the year as in the previous 
record year of 1962. Becuasc of the 
death of the late President and of the 
holiday for Gandhi Jayanti, the Works 
only operated for two fewer days and 
the result was a very slightly lower pro¬ 
duction than the record figure for 1962. 

Costs continue to rise and the effect 
of the Engineering Wage Board Award 
will involve a further steep increase in 
the cost of production: the cost of other 
consumable stores and materials rose 
throughout the year and at the same 
time, as the Mines get deeper and deeper, 
it is inevitable that the ordinary cost of 
of raising Ore will increase year by year. 

The Company’s Ore Reserves show a 
small increase during the year and arc 
being maintained at a satisfactory level. 

The relations with the Company la¬ 
bour were upset to some extent by la¬ 
bour troubles in Jamshedpur but our 
labour remained at work and their 
efforts resulted in the high level of pro¬ 
duction to which I have referred. 

In the Electrolytic Refinery, steady 
progress was maintained and this Plant 
is now working at a satisfactory level: 
the Nickel Sulphate Plant is processing 
the residues from the Electrolytic Re¬ 
finery Tank House and its production is 
limited by the availability of this raw 
material: production, during 1969 was 
very small owing to various teething 
troubles, but the Plant is now working 
more satisfactorily although production 
is less than we had hoped, 

ROLLING MILL & COPPER PRO¬ 
DUCTS 

In accordance with the restrictions im¬ 
posed by the Government of India* .pro* 


duction of rolled products was limited 
as in previous years: the demand from 
the market was satisfactory and the 
output was a little more than what had 
been possible previously. With regard 
to the Company’s production of Electro¬ 
lytic Copper, the Government pur¬ 
chased the bulk of the material produced 
at a price which was well below World 
Market prices: as a result of recent nego¬ 
tiations, the price payable by the Go¬ 
vernment of India is more realistic, but 
still falls far short of the price at which 
MMTC are offering similar imported 
material on the Indian market. In 
fixing the price Government should re¬ 
cognise that the Company has heavy 
comm tments in connection with its 
Expansion plans, which can only be 
financed by the accrual of adequate re¬ 
sources from the sale of its principal 
item of production. Electrolytic Copper, 
the price of which shoud therefore pro¬ 
vide for a sufficient margin over and 
above the cost of production. 

KYANITE 

During 1969, the demand was very 
strong and our sales showed an increase 
of 1,440 tonnes when compared with the 
previous year. 

There has been a substantial decrease 
in the Company’s Ore reserves, largely 
due to widespread theft from our pro¬ 
perty involving large number of local 
villagers: I regret to say that one of the 
Company’s Watchmen was murdered 
while defending the Company’s pro¬ 
perty. Unless this thieving can be 
controlled, the future life of this property 
will be very brief. 

DIRECTORATE 

Mr. N.A.B. Hill, who had been the 
Company’s General Manager since 
1956, retired from the Company’s 
service in July last and was succeeded 
by Mr. P.F. Nugent The Company 
arranged to retain Mr. Hill’s services as 
a Consultant for two years from Octo¬ 
ber 1969 and Mr. Hill has been in India 
in 1970 looking into certain special as¬ 
pects of the Company’s Mining prob¬ 
lems. 

Since the end of 1969, Mr. H.W.G. 
Stamper has retired from India and I 
would like to express my appreciation of 
the services which both Mr. Hill and Mr. 
Stamper have rendered during the period 
when they were Directors of the Com¬ 
pany. 

STAFF 

To conclude, the efforts of the Gene¬ 
ral Manager and his Staff during 1969 
resulted in a very high level of pro¬ 
duction. and I am sure you would wish 
me to thank them on your behalf for 
their exertions during a difficult year. 
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THE GWALIOR RATON SILK MFG. (WTG.) CO., LTD. 

(Pulp Division) 

Birlakootam—Ma voor—Kozhikode 

\ 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Gram »•WOODPULP’, Calicut. 


Phono i 3971-74 
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TATA ENGINEERING AND LOCOMOTIVE 

CO. LTD. 

The following Is the Statement of Shri J. R. D. Tata, Chairman, 

Tata Engineering and Locomotive Co. Ltd., for the year 1969-70. 


To the Members, 

The financial results of the Com¬ 
pany’s operations in the past year were 
disappointing. The profit before taxes, 
at Rs. 274 lakhs was less than half that 
of the previous year, while the dis¬ 
posable profit at Rs. 130 lakhs was near¬ 
ly a crore lower than last year. 

2. The main cause for this set back 
was the strike which brought the Com¬ 
pany’s operations at Jamshedpur to a 
standstill for 48 days, from the 18th 
November 1969 to the 4th January, 
t970. Apart from the direct 
loss of production, the prolonged 

3 age of manufacturing operations 
ed in a large build up of inven¬ 
tories immediately after the strike, due 
to the delivery by suppliers of the back¬ 
log of purchased materials, equipment 
and components, the shipment of 
which had been held up during the 
strike. Imported items, specially steel 
ordered long in advance in anticipation 
of normal production throughout the 
year also added to the pile-up of 
inventories which, being financed from 
increased borrowings, added to the bur¬ 
den of interest charge. Steps have been 
taken to reduce inventories with due re¬ 
gard to avoidance of hardship to the 
Company’s suppliers, many of whom 
depend mainly on the Company’s 
business for their existence and who 
would have had temporarily to close 
down had there been a substantial can¬ 
cellation of the Company’s orders on 
them. 

DIVIDEND 

3. In view of the set back in dis¬ 
posable profits, the Directors found it 
necessary to make a cut in the dividend 
on ordinary shares which had remained 
at 14 i per cent for the previous nine 
years. Whereas Rs. 10 } lakhs had 
to be drawn last year from General 
Reserve in order to maintain the 


rate of dividend, it would have 
required the withdrawal of Rs. 1.03 
crores to do so this year, and the General 
Reserve would have diminished to a 
dangerously low figure of Rs. 0.43 crore 
even after the accretion of Rs. 0.45 crore 
released from the Development Rebate 
Reserve in accordance with provisions 
of the Income Tax Act 1961. While the 
figures justified a more substantial cut 
in the dividend, the Directors in order 
to minimise hardship to shareholders 
and in the hope that the results for the 
current year will enable the dividend to 
be re-established in full next year, de¬ 
cided to make a cut of only 1 per cent. 
I trust the shareholders will understand 
and approve of the Direotors’ action. 

4. It is difficult for me at this stage to 
give shareholders an indication of the 
prospects for the current year. While 
production has been re-established since 
the strike at a level approaching but 
still not achieving full capacity, the 
Company still faces a good deal of un¬ 
certainties, particularly in the labour 
field. 

5. Political in-fighting in the labour 
movement amongst our workers at 
Jamshedpur has left them without any 
effective and responsible leadership and 
vulnerable to the propaganda from 
extremist elements who subordinate 
the workers’ interests to their disrup¬ 
tive political ends Thousands of wor¬ 
kers lost over 11 months’ wages in a 
strike which was clearly not called to 
improve their lot but to further poli¬ 
tical objectives. Meanwhile, manage¬ 
ment continues in its efforts to come 
closer to the employees and to work 
with them towards the common goals 
of higher productivity and more effici¬ 
ent operations the only effective road 
to their own prosperity. 

COST INCREASES 

6. Apart from uncertainties in the 
matter of labour, which could adversely 


affect production and costs, and there¬ 
fore profits during the year, the Com¬ 
pany continues to be subjected to strong 
upward pressures in its costs. The 
prices of raw materials, ancUIiaties 
and components which the Company 
purchases mainly from local suppliers 
continue their unabated rise, wmle the 
tight steel supply position in the country 
compels us to import steel at higher 
prices to maintain production, thus ac¬ 
centuating the pressure on cost. 

7. This constant pressure on profit 
margins has made the automobile 
industry today one of the least profitable 
industries, whereas manufacturers of 
automobile andllaries who supply 
the auto industry flourish. For ins¬ 
tance, in 1968-69, when the ratio of net 
profit to owned funds was 10.1 per 
cent on an average for all industries, the 
automobile industry could earn only 
6.6 per cent whereas manufacturers of 
automobile ancillaries earned over 15 
per cent. 


PRICE POLICY 

8. In spite of the pressures of cost 
inflation and Government levies your 
Company has always endeavoured to 
restrict increases in its prices to the 
barest minimum in order to protect the 
Indian consumer, particularly the in¬ 
dependent road transport operator al¬ 
ready burdened with crushing taxes, and 
also to remain competitive in export 
markets. Reoently however, increases 
in wages and in the price of bought out 
materials and components reached a 
level which compelled us to increase our 
own prices. Economic discipline cannot, 
for ever, be exercised by a few alone. 
If India is to progress there must be 
some degree of all-round discipline. 
Increases in wages must, at some stage, 
begin to relate to productivity and m 
the case of our industry, the prices and 
profits of ancillary manufacturers must 
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also to controlled. Otherwise we will 
have to keep on increasing our prices 
merely to survive. 

NEW PRODUCTS 

9. The manufacture of steam loco¬ 
motives at Jamshedpur, first begun in 
January 1952, ceased in June 1970 on 
the termination of the Company’s 
commitment to the Railways. The Com- 

S ny has already implemented plants 
r the utilisation of the men and 
plant facilities released by the cessation 
of locomotive manufacture. New pro¬ 
ducts, including tippers, forklifts and 
dumper placers, developed by the Com¬ 
pany’s research and development en¬ 
gineers, are now being produced in the 
shops previously engaged in locomotive 
manufacture. These new products will 
play an increasingly important role in 
speeding up material handling at fac¬ 
tories, mines, cities, construction sites 
etc, while materially reducing its cost. 
Some of the new items, such as tippers 
have already been exported and found 
ready acceptance for their quality and 
performance in international markets. 

The Company is thus beginning to 
earn a return on its investment in re¬ 
search and development, a field in 
which it has been in the forefront in the 
transport engineering industry. The 
Company’s research and development 
organisation has already made a valu¬ 
able contribution to new product de¬ 
velopment. With the Company now 
independent of foreign technical aid, 
it will have to rely increasingly on its 
own research and development pro¬ 
gramme. 

10. The Company has at long last 
obtained clearance to import the equip¬ 
ment required for the introduction of 
the direct injection engine, improved 
transmission and additional capacity for 
spare parts. The direct injection en¬ 
gine will have a much lower fuel consum¬ 
ption than the present engine. This 
engine with the synchromesh gear box, 
will enable us to compete more effective¬ 
ly in intrnational markets. 

11. The Company has also received, 
after considerable delay, import clea¬ 
rance for equipment required for in¬ 
creasing the manufacture of critical 
spare parts. With some 200,000 of our 
vehicles on the road, the demand for 
spare parts has increasingly exceeded 
supply. The scheme to increase their 
production, which will now be imple¬ 
mented expeditiously, will ensure that all 
users of our products are able to obtain 
adequate service and spare parts and 
thus derive the maximum benefit from 
our vehicles. 

TWENTYFTVE YEARS’ GROWTH 

12. The year marked the completion 
of a quarter century of existence for the 
Company. It is therefore an apropriate 


occasion to review the history and 
growth of the Company since its incep¬ 
tion. It is clear that except in the past 
year, the Company’s history has been 
one of uninterrupted, and at times, dra¬ 
matic growth. Financially, however, 
the early years were difficult and un¬ 
profitable. The Company’s business was 
then almost {[entirely devoted to the 
manufacture of locomotives, boilers 
and wagon under-frames for which the 
Railways were unwilling to pay ade¬ 
quate prices. This turned out to be a 
blessing in disguise, for, by the early 
fifties, when despite protracted negotia¬ 
tions vear after year it became dear 
that the Railway Board could not be 
persuaded to pay fair prices which 
would yield a reasonable return on the 
Company’s investment and enable it 
to generate internal resources for 
growth, your Directors decided to 
switch its activities to the automobile 
industry in collaboration with Daimler- 
Benz A.G. 

13. The soundness of this decision 
is reflected in the spectacular success 

^ and growth of the enterprise from 1955- 
56 onwards, since when the turnover has 
risen from Rs. 11.98 crores to Rs. 98.13 
crores, wages from Rs. 1.31 crores to 
Rs. 12.19 crores, net profit after tax 
from Rs. 0.93 crore to Rs. 2.74 crores, 
and dividends from Rs. 0.33 crores to 
Rs. 2.21 crores. Thus, in the relatively 
short period of fifteen years, the Com¬ 
pany established a powerful and dyna¬ 
mic engineering base, at first only at 
Jamshedpur and more recently also at 
Poona, and achieved a pre-eminent 
position in the country in the world of 
commercial vehicles. 

END OF LOCOMOTIVE MANU¬ 
FACTURE 

14. At the request of the Railways, 
the Company agreed to continue with 
the manufacture of steam locomotives 
for some years in order to meet the 
country’s needs. As stated in the Di¬ 
rectors* Report, this part of the business 
has finally come to an end with the de¬ 
livery of the last units shortly after the 
close of the year under review. During 
this period, the Company supplied a 
total of 1,156 complete locomotives, and 
357 spare boilers. While we made 
little or no profit out of these orders, 
it is only right that we should acknow¬ 
ledge the part that the Railways played 
in the initial establishment of the Com¬ 
pany and also their timely assistance 
when at our request they invested Rs. 

2 crores in the capital of the Company 
at a time when we were badly in need of 
additional finance and ©outo not raise 
it elsewhere. 

SELF RELIANCE 

15. Another important milestone in 
the history of the Company was reached 


in the past year when, for the first time, 
our Auto Division became totally in¬ 
dependent of outside assistance and our 
vehicles were sold both in India and ab¬ 
road on the sole strength of their own 
name and reputation. We have in 
previous Directors’ Reports and Chair¬ 
man’s Statements paid a well deserved 
tribute to Daimler-Benz’s major contri* 
bution to the success achieved by the 
Company ovci ihc last fifteen years and 
to its present technical strength. 

16. While there was no reason to ex¬ 
pect any adverse effect on our domestic 
sales, in view of the wide use through¬ 
out India of our vehicles, of which some 
200,000 had already been put on the 
road, all vehicles exported by us in the 
past bore exclusively the name of Mer¬ 
cedes-Benz and its famous three-pointed 
star and were sold through Mercedes- 
Benz Agents. Shareholders will be glad 
to know that not only were our exports 
not adversely affected by the change of 
name, but they were more than doubled 
to a record figure of Rs. 7.22 crores. 
In fact, I believe they were the highest 
achieved by any engineering concern in 
India. Your Company is now earning 
every year more than double the foreign 
exchange it requires for the import of 
semifinished items and materials not 
available in the country. We are begin¬ 
ning and will continue in the future, to 
recoup to the nation the foreign ex¬ 
change released to us in the initial 
years for the import of equipment and 
and production material. 

FUTURE PROSPECTS 

17. We thus start our second quarter 
century in good shape and with the 
strongest based engineering infrastruc¬ 
ture and pool of technical and 
managerial skills of any enginee¬ 
ring unit in the country. The 
highly qualified and experienced mana¬ 
gers and skilled personnel, the intensive 
training facilities, the incessant steps 
taken to improve further the already 
high levels of quality, the research and 
development organisation, the proto¬ 
type building and reconditioning facili- 
lities that we have generated, the basic 
facilities for supporting mass production 
such as created in our Press Tool and 
Machine Tool Divisions in Poona, the 
sustained efforts we have made to de¬ 
velop sources of supply to feed our 
operations — such are the tangible and 
intangible prerequisites of a successful 
large scale vehicle manufacturing opera¬ 
tion which we have painstakingly built 
over the years, the fruits of which will 
accrue not only to us but to India as a 
whole. 

18. Subject only to the extent to 
which we are able to overcome the profit 
squeeze to which we have been sub- 
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jected in the last two years and the un¬ 
certainties of Government’s policies, 
we aie now poised for a further advance 
in output and diversifioftion. If instead 
of their restrictive philosophy in regard 
to the development of the private in¬ 
dustrial sector. Government had follow¬ 
ed the positive policies adopted witn 
such spectacular success by the Govern¬ 
ments of other developing countries, in 
keeping with the modern socialist theory 
and practice, the country’s economy 
would be today in a period of explosive 
growth instead of its present stagnation 
and we would be playing a major role 
in* such growth in our own field. Not 
only would we be increasing our capacity 
for commercial vehicles and diversifying 
their.range, but we would have by now 
embarked on the manufacture of passen¬ 
ger cars, for which there is such a dire 
need in the country today, both in num¬ 
bers and quality. 

19, 1 still hope that we shall one day 
be permitted by Government to under¬ 
take the manufacture of passenger cars. 
When we do, l have no doubt that we 
shall make the same success of it as 
we did in commercial vehicles. The 
expansion and diversification of a major 
automobile manufacturing unit like 
Telco generates growth in ancillary 
units, including small ones, all over the 
country and thereby creates employ¬ 
ment not only at our own Works but 
elsewhere. 1 hope Government will take 
note of this snow-balling effect when 
considering proposals for expansion of 
a Company such as ours. 

END OF MANAGING AGENCY 

20 On the termination of the Manag¬ 
ing Agency Agreement your Directors 
have been good enough to place on 
record their appreciation of the ser¬ 
vices rendered by your erstwhile Manag¬ 
ing Agents, Tata Industries since the 
inception of the Company. 1 would 
like to take this opportunity to express 
to shareholders on behalf of myself 
and my colleagues in Tata Industries 
who dealt with Telco affairs, our sincere 
thanks for the confidence, support and 
courtesy invariably extended to us 
during the period of our Managing 
Agency, and also to assure them that, 
although the firm is no longer respon¬ 
sible for the management of the Com¬ 
pany, it will continue to maintain a 
close interest in its affairs and to serve 
its interests and promote its develop¬ 
ment and welfare in every possible way. 

21. I am particularly happy that you 
have appointed as your Vice Chairman 
and Managing Director Mr S. Moolgao- 
kar, who has been for the last twenty- 
one years chiefly responsible for the re¬ 
markable growth and performance of 
vour Company. His continued pre¬ 


BASTERN ECONOMIST 

sence at the helm, supported by the 
highly capable and experienced team 
which he has himself built up over the 
years, will ensure the required conti¬ 
nuity of management and outstanding 
leadership which has served the Com¬ 
pany so well upto now. 

22. In conclusion, I would like to ex¬ 
press on your behalf and that of the 
directors and myself our thanks to all 
the members of the .management and 
staff of the Company, who carried out 
their duties with courage and determi¬ 
nation under exceptionally difficult and 
at times dangerous conditions during 
the year. 


23* Our gratitude is also due to those 
amongst the workers who reftised to be 
intimidated by threats of violence to 
themselves and their families, and who 
out of good sense and loyalty to the 
Company refused to take part in a 
politically inspired strike which they 
knew to be both illegal and contrary to 
their real interests. 

J.R.D. TATA 
Chairman. 

Bombay, 8th July, 1970. 

This does not purport to be a record of 
the proceedings of the Annual General 
Meeting* 


DO YOU WANT TO BARN 



Interest--Income Tax free on the Fixed Deposits? 

Rate of Interest on Fixed Deposits of over 
6 years has been enhanced to 7% 

Interest income upto Rs. 3,000 per annum on deposits kept with 
a bank is now free from income tax. 

Bank deposits upto Rs. 1,50,000 are also exempt from wealth lax. 

FOLLOWING ARE THE ENHANCED RATES OF INTEREST 
ON FIXED DEPOSITS OF 2 YEARS AND OVER. 

2 years and over but upto and inclusive of 3 years 6% 

Over 3 years but upto and inclusive of 5 years 61% 

Over 5 years but upto and inclusive of 6 years 6J % 

Over 6 years. 

FOR DETAILS CONTACT ANY OF OUR OVER 400 BRANCHES’ 

SYNDICATE BANK 

(A Government of India Undertaking) 

Head Office: K.K. PAI, 

MA-N1PAL CUSTODIAN. 
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IF YOU BELIEVE IN 
“WORK IS WORSHIP 

you will find a real friend 
in UCOBANK to assist you with 
finance. 

OCOOAHK PAVES PATH TO PROSPERITY 

HEAD OFFICE ^CALCUTTA 
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When resistance to spalling , abrasion 
anti thermal shook is important . use 

FNIEbrEIE AXD HRECRETE SLPEB 

ACC *s castable refractories 




For furnace arches and walls, 
monolithic refractory 
construction, car-tops and 
lintels, gumtmg, poured 
shapes and lining ash-pits. 

Firecrete is suitable for 
temperatures up to 1350X 
and Firecrete Super for 
temperatures up to 1600 C C. 
For temperatures higher 
than these, tailor-made 
castables according to 
clients' needs, can be made 
available by the ACC. 

THE ASSOCIATED CEMENT 
COMPANIES LIMITED 

The Cement Marketing Co, 

ill Iftriia I IH 

ACC 

Tear guarantee 
of tap qualitg 
urodaeta 
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THE TATA OIL MILLS CO. LTD. 

Chairman's Statement 

The following is the Statement of Shri J. R. D. Tala, Chairman, 
The Tata Oil Mills Co. Ltd. for the year 1969-70. 



To the Members, 

Continued Growth and Progress 

In my Statement last year I said that 
the Management was determined to 
maintain a high rate of growth of the 
Company’s operations in the interests 
of shareholders, employees, consumers, 
and the country as a whole. Sharehol¬ 
ders will be glad to note from the Di¬ 
rectors’ Report and Statement of Ac¬ 
counts that this promise was more than 
fulfilled during the year under review. 

2. At Rs. 39.47 crores the gross 
revenues for the year exceeded those of 
the previous year by no less than 33% 
while the disposable profit after taxes 
and allocation to the development rebate 
reserve rose toRs. 81 lakhs which was 
39% more than in the previous year. 

3. In the light of these improved re¬ 
sults your Directors have recommended 
an increase in the dividend from 17% 
to 18% in the form of a bonus of 25 
paise per share. The balance of Rs. 41 
lakhs has been taken to the general 
reserve which, after payment of the 
dividends, will stand at Rs. 130 lakhs. 

4. It will be noted that in the last two 
years the Company’s turnover increased 
by about 70% and profit before taxes 
and development rebate reserve by 
86%, a gratifying achievement which 
reflects great credit on the Company’s 
management and the hard work put in 
by all concerned. 

Need for Further Capital 

5. The shareholders will appreciate 
that such a rapid rate of growth 
in the manufacture and sale of 
consumer products such as ours 
involves a corresponding increase 
in the requirements of working capital. 
During the last five years the total funds 
employed in our business as well as our 
borrowings have nearly doubled. The 
fact that our reserves have also doubled 
is proof of the sound financial policy 
followed by your Board. 

6* Even if we are unable to progress 


in the future as fast as we have in the 
last two or three years, in view of Go¬ 
vernment’s misconceived policy of rest¬ 
ricting the growth of large companies, 
particularly in consumer industries, 
we hope to continue to maintain a fairly 
high rate of growth which we cannot 
finance solely from internal savings and 
borrowings. The latter have already 
reached Rs. 11 crores resulting in a high 
^ debt-equity ratio of nearly 2.4:1. It 
is clear that we have reached the limits 
of our borrowing capacity within our 
present capital structure. 

7. In the circumstances your Direc¬ 
tors came to the conclusion that the 
time had come for a further Rights issue 
of shares and I hope that shareholders 
will approve of I heir recommendation 
to issue one Ordinary share for every 
two held at such a premium, not ex¬ 
ceeding Rs. 15 per share, as may be 
approved by the Controller of Capital 
Issues. This would add Rs. 156.97 
lakhs to the Company’s funds and 
appreciably improve our debt-equity 
ratio and, therefore, our borrowing 
capacity. While in these uncertain times 
it is not possible to forecast profits and 
dividends more than a few months 
ahead, the Board hope that the Com¬ 
pany’s continued progress will enable 
them to maintain a rate of dividend on 
the increased capital which will fully 
satisfy the shareholders and safeguard 
the market value of their investments. 

Developments 

8. I had informed shareholders two 
years ago that in the evolving of our 
marketing strategy we had taken care¬ 
ful note of the growth potential in the 
rural markets consequent on the growth 
of agricultural production. Accordingly 
our marketing plans have been increas¬ 
ingly geared to a more intensive cover¬ 
age of these markets with a view to 
facilitating the supply of the Com¬ 
pany’s products to millions of con¬ 
sumers who now have the purchasing 
power to buy them. In doing this we 
have benefited many thousands of per¬ 
sons with small means — retailers and 
shopkeepers who have now begun regu¬ 


larly to sell our products. In implement¬ 
ing this strategy the Company increased 
the coverage of rural markets by 38% 
in two years. During the same two 
years the Company’s rate of growth in 
the sale of soaps has been double that 
of the Industry. Likewise, all our princi¬ 
pal lines of business have contributed 
to the overall growth of our opera¬ 
tions—soaps, detergents, toiletries, 
edible oils, proteins, new food lines, 
poultry and cattle feed and the 
newly started shrimp operations. Ex¬ 
ports at Rs. 184 lakhs were also higher 
than last year. 

9. During the year under review the 
Company purchased the plant and 
assets of the Vegetable Soap Works at 
Calicut to provide a production base in 
this area where we are strongly entren¬ 
ched and our products are highly popu¬ 
lar. Calicut will also provide a useful 
base for extending the Company’s 
fisheries operations. 

Fishing Industry 

10. 1 had mentioned in my Statement 
last year that your Company proposed 
to enter the fisheries industry. 1 am glad 
to inform you that we commenced 
operations in the middle of last year 
and by the end of the financial year 
had already exported Rs. 52 lakhs worth 
of frozen shrimps, mainly to Japan. 
We now have in the Company a compe¬ 
tent group, well experienced in nsh 
operations. We have renovated and 
commissioned the cold storage and 
shrimp processing plant leased from 
International Fisheries which is now one 
of the best in the country. We have very 
recently been informed by Government 
that a licence will be granted to us for 
obtaining trawlers which will lessen 
our dependence on the purchase of 
shrimps and also enable us to fish in 
areas further away from the coast which 
cannot be covered by the smaller vessels 
employed by fishermen. The Company 
has plans to extend its fish operations to 
the East Coast using the Madras fac¬ 
tory as the base for settiig up cold 
storage and other facilities required 
for processing fish for exports. 

11. Recent forecasts by the Planning 
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Commission anticipate that the exports 
of marine products during the coming 
decade will grow at an annuxU rate of 
14 5% which will be more than double 
the rate of 7% forecast by the Planners 
for exports as a whole. Your Company 
intends to take the fullest advantage of 
the opportunities opened by the 
demands created with the growth in 
affluence both in the West and in Japan 
for seafood specialities and shrimps in 
particular. With Tomco’s developing 
strength in food processing a valuable 
foreign exchange earning asset will thus 
he placed at the disposal of the country. 
Furthermore, in developing our seafood 
busioess we plan to operate in a manner 
that will directly associate with us and 
enrich a large number of small scale 
entrepreneurs and many thousands of 
fishermen spread over a large number of 
centres along both the country’s West 
and East coasts. 

Overseas Operations 

12. in my Statement last year I had 
informed you that we were investigat¬ 
ing opportunities to develop our activi¬ 
ties abroad. 1 am glad to report that 
during the last year arrangements were 
completed for the manufacture of toi¬ 
let soaps at Mwanza in Tanzania, to 
meet our marketing requirements in 
some of the East African countries. 
Similarly, manufacture of hair oils was 
started in Singapore and a branch office 
has been established in this great and 
growing metropolis of South East Asia. 
Further steps have been planned to ex¬ 
tend the range of products to be manu¬ 
factured in both these countries and also 
to manufacture some of them in Kuala 
Lumpur in Malaysia. 

13. Willi the establishment of a 
branch of the Company at Singapore it 
is hoped that not only will there be 
better control over the existing lines 
manufactured by the Company but also 
it will now be possible for detailed 
investigations to be made in other 
South East Asian markets into 
which Tomco could profitably extend 
its activities. 

Joint Ventures Abroad 

14. During the last three years the 
exports of soaps and toiletry products 
from India have steadily declined, as a 
result of import restrictions and high 
tariffs in some of the importing count¬ 
ries in East Africa and South East Asia 
which, in the process of industrialisa¬ 
tion, wish to protect their nascent in¬ 
dustries. There is every danger that 
these markets, established as a result 
of more than two decades of sustained 
effort by Indian exporters, will be lost 
and with the markers will also be lost 
the foreign exchange earned from these 
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exports. For India therefore it is impera¬ 
tive to embank on a programme of well- 
conceived joint ventures abroad. By so 
doing not only will it be possible for us 
to export to other developing countries 
our technical and managerial expertise 
but in several cases it will also be possi¬ 
ble to export from India some of the 
capital equipment required to manufac¬ 
ture the products. It would be wrong 
to view joint ventures as a costly form 
of export promotion. In several cases 
it is increasingly becoming the only 
possible form of export. In fact the 
lower raw material costs in many 
of these countries will give a competi¬ 
tive advantage to products locally 
manufactured abroad, specially in Bast 
Africa and South East Asia, in compari¬ 
son with the cost of products exported 
from India. 

Exports 

15. While the Company has made a 
small but good beginning in setting up 

J 'oint ventures abroad, from which it 
lopes to maintain and increase its earn* 
ings of foreign, exchange hitherto earned 
on direct exports from India, it will at 
the same time continue to seek new 
markets in other territories and new 
lines of exports, such as seafoods, to 
improve its total exports which, during 
the past year, reached the record figure 
of Rs. 1.84 crores. 

New Products 

16. Protein Isolate: 1 am glad to 
report that the Company has re¬ 
ceived an industrial licence and a grant 
of necessary foreign exchange for the 
large scale manufacture of protein iso¬ 
late and high protein formulated foods 
and beverages. The Management in¬ 
tends to develop with all speed and 
energy new lines of protein based food 
products as well as to enlarge the sale 
of protein isolate to industrial consu¬ 
mers. There is great need in the country 
to provide high protein foods at econo¬ 
mical prices for all age groups, but 
more particularly for growing children. 
The average protein intake of the ma¬ 
jority of our population is less than 
half the level recommended by nutri¬ 
tional experts. We hope to close, to 
some extent, this protein gap, thereby 
contributing to the improvement in the 
nutrition and health of our people. A 
separate group has been created in the 
Company’s Research and Development 
Department manned by highly compe¬ 
tent and qualified scientists, for the de¬ 
velopment of protein foods for mass 
consumption. A beginning will be made 
during this year with the manufacture 
and marketing of MILPRO, a high 
protein beverage in Bombay, This be¬ 
verage developed by the Company’s 
food scientists, has been test marketed 
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over a period of time and has been well 
received. 

Aid to Small Scale Industries 

17. India’s industrial licensing policy 
is often based on static premises pro¬ 
ceeding from the erroneous view that 
there is an inevitable conflict between 
the large scale sector and the small 
scale sector. Experience in other count¬ 
ries has shown that the development of 
large scale industry does not stand in 
the way of the rapid growth of small 
scale units. Indeed, the opposite has 
been the case and the creation and 
growth of large scale industries have 
stimulated the growth of small scale 
industries. Where necessary, monetary 
and fiscal incentives can be extended to 
increase the competitive power of the 
small scale sector. 

18. It is often possible, with some 
ingenuity and innovation, to formulate 
schemes in which the large and small 
scale sectors can actively collaborate to 
their mutual advantage. The small 
units can be helped with technical 
know-how; they can be provided facili¬ 
ties of various types; more particularly 
a nation-wide marketing organisation 
built up by a large scale enterprise can 
be extremely useful to small units which 
cannot afford large marketing and 
market research departments of their 
own. We, in Tomco, have under con¬ 
sideration schemes under which the 
complementary role of the large 
scale sector and the small scale units 
will be highlighted. We hope this 
will be a practical exercise in useful 
collaboration and at the same time de¬ 
monstrate the incorrectness of the thesis 
of the inevitability of conflict between 
these two sectors. 

19. The present per capita consump¬ 
tion of soap in India continues to be 
extremely low. Taking into account the 
estimated production of 370,000 tonnes 
of soap manufactured by the non¬ 
power and cottage soap sector, and 
246,000 tonnes of soap manufactured 
by the large scale sector, the total 
production of over six lakh tonnes of 
soap means that the per capita consump¬ 
tion is only 1.2 kg. of soap, whereas 
in many of the developing countries it 
is 5 kg., and in the more advanced count¬ 
ries 10 kg. Larger use of laundry and 
toilet soaps is closely linked with a rise 
in the standards of living. If, therefore, 
the Industry can make available larger 
quantities of soap at economic prices 
— and millions of consumers in large 
cities, small towns and in growingly 
prosperous rural areas are willing to 
use more soap — every impetus and 
encouragement should be given to entre¬ 
preneurs engaged in the manufacture of 
soaps to meet the rising demand, irres- 
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pective of whether they are classified in 
the cottage sector, the small scale sec¬ 
tor or the large scale sector. Consider¬ 
ing the extremely low level of soap 
consumption in the country there is, at 
least for a decade or more to come, 
scope for the growth of both the sche¬ 
duled and small scale sectors of the 
Industry. There is therefore no justi¬ 
fication for the restrictions being placed 
on the growth of the scheduled sector 
of the soap industry. 

Tata-Finlay Limited 

20. I am pleased to report that both 
the packet tea operations and the instant 
tea division made good progress during 
the year. As a result the Company for 
the first time showed a surplus. We can 
confidently expect that the sales of our 
packet tea will grow in the years to 
come. During the last year regular 
supplies of instant tea powder were ex¬ 
ported to American markets and we have 
now finalised arrangements for its 
continuous supply during current year 
as a result of which'practically the en¬ 
tire production of the plant will be ex¬ 
ported. Steps are under way to enlarge 
the instant tea manufacturing capacity 
at Munnar mainly with the addition of 
certain balancing plant and equipment. 
Unless unforeseen factors intervene 
Tata-Finlay’s operations may now be 
expected to show continuous improve¬ 
ment in the years to come. 

Lakme Limited 

21. The sales of Lakme products in¬ 
creased from Rs. 114 lakhs to. Rs 139 
lakhs, an increase of 22%. Profits be¬ 
fore taxes and development rebate re¬ 
serve increased from Rs. 3.61 lakhs 
to Rs. 6.48 lakhs. The products of this 
Company are highly regarded by 
consumers. The increase in sales has 
come not only from the larger towns and 
cities but also from small towns and 
from many small markets in the more 
prosperous rural areas. 

Industrial Perfumes Limited 

22. Industrial Perfumes Limited, of 
which your Company owns 49%, also 
made significant progress during the last 
year with the profits before taxes and 
development rebate reserve increasing 
from Rs. 3.66 lakhs to Rs. 9.45 lakhs. 
The Company is making special efforts 
to enlarge the sales of perfume blends 
for various industries. A research and 
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development group created in the com¬ 
pany to develop process know-how for 
the manufacture of products which can 
no longer be imported and mainly 
utilising indigenous raw materials, is 
expected to contnbute increasingly to 
the progress of the Company. 

Management 

23. The abolition of the Managing 
Agency system by Parliament brought 
to an end, on the 31st December 1969, 
your Company’s association with Tata 
Industries and their predecessors Tata 
Sons over a period of fifty-two years. 
The statistics on pages 8 and 9 of the 
Report which present a picture of the 
chequered history of the Company over 
this half century do not fully reflect 
the struggles of the early years when the 
Company might well have gone under, 
had it not been for the determination 
of the Board and the Managing Agents 
to save and protect the shareholders’ 
investment and reward their faith in the 
Company and the patience with which 
year after year they had waited for 
better days. 

24. The salvation of the Company 
and its progress, at first disappoint¬ 
ingly slow but now gratifyingly rapid, 
necessitated heavy sacrifices by a whole 
generation of employees who stood by 
the Company and endured lower salaries 
than their counterparts in more pros¬ 
perous companies in the Tata Group. 
It was in their interests as well as those 
of the shareholders that your Managing 
Agents made substantial financial 
sacrifices of their own in order to en¬ 
able the Company to survive. Your 
Directors have been good enough to 
record the Company’s appreciation of 
the services rendered by the Managing 
Agents in a resolution to which reference 
has been made in the Annual Report. 

25. If I may be allowed on this ex¬ 
ceptional occasion the liberty of intro¬ 
ducing a personal note, I would like 
to remind shareholders that I have been 
directly concerned with the manage¬ 
ment of the Company for over 45 years 
— first as an assistant in Tata Sons, 
then as a Director and finally as Chair¬ 
man of the Managing Agents’ firm since 
1938, and of the Company itself. 
Throughout this long association I have 
had the good fortune of enjoying the 
goodwill and co-operatioa of the share¬ 
holders whose interests I did my best to 
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promote and protect. I would like to 
take this final opportunity of thanking 
them for their consideration, courtesy 
and support and to assure them that al¬ 
though Tata Sons and Tata Industries 
are no longer responsible for the control 
and management of the Company, their 
concern for the welfare of the Com¬ 
pany remains undiminished and they 
will continue to do everything in their 
power to promote the interests and 
further progress and development of 
this and other companies they had ser¬ 
ved for so many years. 

26. I need hardly add that, so far as 
1 am concerned, I shall, for so long as I 
remain active, continue to devote to 
the needs and interests of this and other 
companies previously managed by 
Tatas, as much of my time and energies 
as may be required. I wish all our 
shareholders continued and growing 
prosperity in the years to come. 

27. With the approval of the share¬ 
holders accorded at the Extraordinary 
General Meeting of the Company held 
on 22nd December 1969, and with effect 
from 1st January 1970 Mr. M.A. 
Wadud Khan, previously Director-in- 
Charge of the Company on behalf of 
the Managing Agents, was appointed 
Managing Director, and Mr. C. N. 
Gosalia, previously Agent of the Com¬ 
pany, was appointed Executive Direc¬ 
tor. They and their associates in the 
management of the Company have 
played a leading role in bringing the 
Company to its present stage of growth 
and prosperity and I commend them 
to the shareholders who will, I hope, 
extend to them the same confidence and 
support as they gave their erstwhile 
Managing Agents. 

28. In conclusion, 1 am sure I express 
the wishes of the shareholders in re¬ 
cording here the Company's grateful 
thanks to the Management and all the 
employees of the Company for the ex¬ 
ceptionally good work they have put in 
during the year. The soundness of the 

* Management’s policy in building good 
relations with employees and doing its 
utmost to protect and promote their 
interests is reflected in the co-operative 
effort which has made possible the 
outstanding results that your Company 
achieved during tfie year. 

J.R.D. TATA. 
Bombay, IOih July, 1970. Chairman 
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RECORDS AND STATISTICS 

Diversification in Industrial 
Production 


The Ministry of Industrial Develop¬ 
ment and Internal Trade has revised the 
conditions for diversification of produc¬ 
tion for new article or articles by in¬ 
dustrial undertakings up to 25 per cent 
of their licensed or registered capacity 
by value for which no licence would be 
required. The government is of the view 
that-this would encourage entrepreneurs 
to increase productivity in their under¬ 
takings. The larger industrial houses, 
foreign companies or their subsidiaries 
and companies with total assets in land 
buildings, plant and machinery exceed¬ 
ing five crorcs of rupees have, however, 
been denied this concession. 

The full text of the press note explain¬ 
ing the revised policy is given below:— 

Revised Policy 

Consequent on the modifications in in¬ 
dustrial licensing policy recently announ¬ 
ced, the Government of India has re¬ 
viewed the existing policy of diversifica¬ 
tion in production which permits manu¬ 
facture of new article or articles by in¬ 
dustrial undertakings up to 25 per cent 
of their licensed or registered capacity 
(by value) without a licence under the 
the Industries (Development and Regu¬ 
lation) Act, 1951, subject to certain 
conditions. The relaxation in licensing 
policy pertaining to diversification of 
production, in its present form, was 
announced for the first time through a 
press note issued on October 27, 1966, 
and a notification on November 29, 
1966, which were amended from time 
to time in the light of past experience 
and prevalent circumstances. The 
underlying approach of such relaxation 
has been that the regulatory mechanism 
of licensing should nevertheless allow 
and ensure fullest utilisation of installed 
plant and machinery through manufac¬ 
ture of new articles, subject to certain 
conditions. The present licensing policy 
seeks to assign certain definite roles and 
areas of operation to different categories 
of entrepreneurs and consistent with 
this policy, it has become necessary to 
redefine the policy of diversification. 

The revised policy of diversification 
of production which is in supersession 
of all previous instructions on the sub¬ 
ject was embodied in the notification of 
the Ministry of Industrial Development 
No. S.O./IDRA/29B/70/5 dated July 
18, 1970, published in the Gazette of 
India Extraordinary of the same date. 
It has been decided by the government 
that, in future, industrial undertakings 


which are registered or in respect of 
which a licence or permission has been 
granted under the Industries (Develop¬ 
ment and Regulation) Act, 1951, shall 
have the freedom to diversify their pro¬ 
duction by taking up the manufacture of 
a new article or articles up to 25 per 
cent of their licensed or registered capa¬ 
city (by value) without an industrial 
licence, provided that the following 
conditions are fulfilled: 

(i) the industrial undertaking does 
not belong to or is controlled by any of 
the larger industrial houses as classi¬ 
fied by the Industrial Licensing Policy 
Inquiry Committee in the list at Appen¬ 
dix II-A(1) of its report with such 
amendments to this list as may be made 
by the government from time to time; 

(ii) the industrial undertaking is not 
a foreign company or a branch or a 
susidiary of a foreign company; 

(iii) the total assets in land, buildings, 
plant and machinery of the industrial 
undertaking do not exceed Rs 5 crores; 

(iv) the new article or articles to be 
produced or manufactured by the in¬ 
dustrial undertaking are not those listed 
in Schedules I, II, III and IV annexed 
hereto; 

(v) the article or articles for which 
the industrial undertaking is already 
licensed or registered are not one of 
those listed in Schedule III annexed 
hereto; 

(vi) the new article or .articles to be 
produced or manufactured are those 
which belong to allied lines of manufac¬ 
ture, namely, involving the same teeb- 
logical process as the article or articles 
for which the undertaking is registered 
or licensed; 

(vii) there is no expenditure of foreign 
exchange involved directly or indirect¬ 
ly for import of capital goods, raw 
materials or components; 

(viii) the manufacture or production 
of new article or articles does not 
involve installation of additional 
machinery (procured indigenously) of 
a value exceeding 10 per cent of the 
value of the total installed machinery 
or Rs 10 lakhs whichever is less; and 

(ix) the production of the article 
or articles for which the industrial un¬ 


dertaking is registered or licensed is not 
less than SO jper cent of the productive 
capacity so licensed or registered. 

It is clarified that such industrial 
undertakings as have already established 
production or manufacture of certain 
new article or articles in accordance 
with the policy of diversification in 
force hithertofore but are not covered 
by the revised policy of free diversifi¬ 
cation explained above, will have to ob¬ 
tain a licence or permission, as the case 
may be, for carrying on the business of 
the undertaking in respect of such new 
article or articles within three months 
of the date of this press note (July 18, 
1970). The industrial undertakings 
should apply for a ‘carrying on business’ 
licence in form ‘EE’ prescribed under 
the Registration and Licensing of In¬ 
dustrial Undertakings Rules, 1952. 
While applying for a licence in form 
‘EB\ the industrial undertakings should 
also furnish the additional information, 
in the proforma at Schedule V. 

Exemptions in Licensing 

In this Ministry’s notification No. 
S.G 173/IDRA/29B/70/1 dated Feb¬ 
ruary 19,1970, relating to modifications 
in the industrial licensing policy, it 
was stated that industrial undertakings 
with fixed assets in land, buildings, 
plant and machinery up to one crore 
of rupees would be exempt from the 
licensing provisions of the Industries 
(Development and Regulation) Act, 
1951 including those relating to manu¬ 
facture of new article or articles sub¬ 
ject to the conditions detailed therein. 
This exemption in respect of new arti¬ 
cles will continue. It is clarified that 
the relaxation for the manufacture of 
new article or articles embodied in 
notification No S.O./IDRA/29B/70/5 
dated July 18, 1970, will not beta dero¬ 
gation of the exemptions for the manu¬ 
facture of new articles in the notifica¬ 
tion dated February 19, 1970. 

In the press note dated October 27, 
1966 issued by this ministry, it was men¬ 
tioned that industrial undertakings 
might also increase the production of 
the articles for which they were licensed 
or registered, up to 25 per cent of the 
capacity so licensed or registered with¬ 
out obtaining a substantial expansion 
licence provided that certain conditions 
were fulfilled, namely; (i) no additional 
plant and machinery is installed, ex¬ 
cept minor balancing equipment pro¬ 
cured indigenously, and (h)no additional 
expenditure of foreign exchange is in¬ 
volved and the extra production does 
not occasion any additional demand far 
scarce raw materials. It is clarified that 
the facility for increase in production 
of the article or articles tar which an 
industrial undertaking is licensed or re¬ 
gistered, up to 2$ per cent dfthe capa- 



July 31, 1970 


EASTERN ECONOMIST 


2II 


city so licensed or registered, will conti¬ 
nue, subject to the same conditions men¬ 
tioned above* The government hopes 
that this facility will encourage entre¬ 
preneurs to increase productivity in 
their industrial undertakings and utilise 
the plant and machinery to the maxi¬ 
mum extent. 

Industrial undertakings going in for 
the manufacture or production of new 
article or articles in pursuance or the 
revised policy of free diversification 
explained above or increase of produc¬ 
tion will have to get themselves re¬ 
gistered with the Directorate General 
of Technical Development or any other 
concerned technical authority in accor¬ 
dance with the new registration pro¬ 
cedure by addressing a letter to that 
authority giving particulars of the 
licences held by them and the extent 
of diversification /increase in produc¬ 
tion effected by them and such other 
particulars as may be relevant. 

SCHEDULE I 

(1) Coal falling under ‘(I) coal, 
lignite, coke and their derivatives* under 


the heading “2. Fuels*’; 

(2) Textiles, failing under the heading 
‘23. Textiles (including those dyed, 
printed or otherwise processed)’ manu¬ 
factured'. produced or processed on 
powcrlooms; 

(3) Roller flour milling falling under 
‘(4) Flour’ under the heading ‘27 Food 
Processing Industries'; 

(4) (a) Oil seed crushing, falling 
under ‘(1) Vegetable oils, ihcluding sol¬ 
vent extracted oils' and, (b) Vanaspathi 
falling under 4 (2) Vanaspathi’ under the 
heading ‘28. Vegetable Oils and Vanas¬ 
pathi"; 

(5) Leather tailing under the heading 
*31. Leather, Leather Goods and Pic¬ 
kers’; and 

(6) Matches falling under ‘(3) Ma- 
ches* under the heading ‘36. Timber 
Products.’ 

SCHEDULE II 

1. Absorbant cotton. 

2. Autmobile radiators (except for 


expansion on merits). 

3. Barbed wire. 

4. Beam >caie. 

5 Bichromates (except for exports). 

6. Bolts and nuts (except high tensile 
and other special type), 

7. Conduit pipes— metallic. 

8. Domestic electric appliances and 
accessories such as electric iron, roas¬ 
ters, heaters, washing machines etc. 
other than vacuum cleaners, industrial 
washing and dry-cleaning machines etc. 

10. (a) Electrical wiring accessories; 

(b) Electrical light fittings (such as 
chokes, starters, reflectors etc.), 

11. Expanded metal. 

12. Fireworks. 

13. Formulated perfumery com¬ 
pounds. 

14. Full PVC footwear (chappals, 
sandals and shoes), except for export 
by predominantly export-oriented units. 

15. Glass holloware by semi-auto¬ 
matic process. 

16. Gun metal bushes. 
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17. Hand numbering machines. 

18. Hand stapling machines. 

19. Hurricane laijtcrns. 

20. Hypodermic needles. 

21. Insecticide dusters and sprayers 

(manual) 

22. Laundry soap. 

23. Leather footwear (except for ex¬ 
pansion of the existing units for exports 
and new units for exports). 

24. Machine screws (except for socket 
head and special types). 

25. Machine shop vices. 

26. Metal clad switches upto 30 
amps. 

27. Miniature Bulbs 

. (a) Miniature vacuum bulbs; 

(b) Torch bulbs; 

(c) Radio panel bulbs 

(d) Cycle dynamo bulbs; and 

(c) Decoration bulbs. 

28. Paints and Varnishes — dry dis¬ 
tempers, red lead, red oxide, aluminium 
paints, bitumen paints to IS specifica¬ 
tion, wagon blocks, graphite paints, all 
paste paints. 

29. Palm rose oil. 

30. Paper conversion products. 

31. Pine oil (except for composite 
schemes). 

32. Plaster boards. 

33. Plastic processed products:— 

(i) Bottle caps, buttons, lamp-shades 
etc. produced by the compression mould¬ 
ing techniqique. 

(ii) Plastic articles manufactured from 
plastic sheets, rods or tubes by the fab¬ 
rication technique excluding the techni¬ 
que of vacuum forming. 

(iii) Polythelene (films with a thick¬ 
ness of less than 0.10 mm) and pro¬ 
ducts from the film such as bags etc. 
(excluding heavy duty bags and multi¬ 
coloured printed film and bags. 

(iv) Blow-moulded containers and 
other similar products manufactured by 
the blow moulding technique (except 
for captive use, PVC containers and 
change over by existing units manufac¬ 
turing metal containers to plastic con¬ 
tainers). 

(v) Spectacle frames from sheets by 
fabrication technique or by injection 
moulding, 

(vi) Manufacture of polyester sheets 
for buttons and the processing of the 
sheets so produced to manufacture 
buttons. 

34. Rivet-* of all types (including 
bifurcated). 

35. Rolling shutters. 

36. Rooting, flooring and glazed tiles 
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(except plastic and ceramic tiles of sizes 
4"x4" and above). 

37. Safety matches. 

38. Steel wool 

39. Student's microscopes. 

40. Surgical gloves (except plastic). 

41. Telescopic aerials (for radio re¬ 
ceivers). 

42. Thermometers (upto 150°C). 

43. Water meters. 

44. Welded wire mesh (except for ex¬ 
pansion of existing units). 

45. Wire, brushes and fibre brushes. 

46. Wire products — all wire pro¬ 
ducts such as wire nails, hob nails, 
panel pins, horse shoe nails. 

47. Wood screws. 

48. Steel furniture. 

49. Cycle tyres and tubes. 

50. Mechanical toys. 

51. Aluminium utensils. 

52. Fountain pens and ball-point 
pens, 

53. Electric horns. 

54. Hydraulic jacks below 30 tonnes 
capacity, and 

55. Tooth paste. 

SCHEDULE III 

(LIST OF CORE INDUSTRIES) 

1. Agricultural Inputs 

(a) fertilisers 

(i) nitrogenous 

(ii) phosphatic 

(b) pesticides (basic chemicals only). 

(c) tractors and power tillers. 

(d) rock-phosphate and pyrites. 

2. Iron Sc Steel 

(a) iron ore 

(b) pig iron and steel. 

(c) alloy and special steels. 

3. Non-ferrous Metals 

4. Petroleum 

(a) oil exploration and production 

(b) petroleum refining. 

(c) selected pctro-chemicals. 

(i) integrated petro-chemiculs com¬ 
plexes 

(ii) DMT 

(iii) caprolactum 

(iv) acrylnitrile 

(v) synthetic rubber. 

5. Coking Coal * 

6. Heavy Industrial Machinery 

(i) paper machinery, 

(ii) chemical machinery, 
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(iii) specialised machine tools, 

(iv) rubber machinery, 

(v) printing machinery, 

7. Ship-building and Dredgers 

8. Newsprint 

9. Electronics. selected electronic 

components which will be deemed to 

be in the core sector will be:—. 

(i) resistances, fixed and variable. 

(ii) condensers or capacitors, fixed 
and variable. 

(iii) semi-conductors, including dio¬ 
des. thick-film, thin film, and integrated 
circuits. 

(iv) transmitting and receiving tubes 
including cathode-ray tubes. 

(v) connectors, switches and relays. 

(vi) sophisticated microwave compo¬ 
nents and antennas. 

(vii) ferrites and megnets* 

(viiW) thirmisters and varisters. 

SCHEDULE IV 

1. Arms and ammunition and allied 
items of defence equipment. 

2. Atomic energy. 

3. Iron and steel. 

4. Heavy castings and forgings of 
iron and steel. 

5. Heavy plant and machinery re¬ 
quired for iron and steel production, 
for mining, for machine tool manufac¬ 
ture and for such other basic industries 
as may be specified by the central go¬ 
vernment. 

6. Heavy electrical plant including 
large hydraulic and steam turbines. 

7. Coal and lignite 

8. Mineral oils. 

9. Mining of iron ore, manganese ore 
chrome ore, gypsum, sulphur, gold and 
diamond. 

10. Mining and processing of copper, 
lead, zinc, tin, molybdenum and wol¬ 
fram. 

11. Minerals specified in the Schedule 
to the Atomic Energy (Control of Pro¬ 
duction and Use) Order, 1953. 

12. Aircraft. 

13. Airtransport. 

14. Railway transport. 

15. Shipbuilding. 

16. Telephones and telephone cables, 
telegraph and wireless apparatus (ex¬ 
cluding radio receiving sets). 

17. Generation and distribution of 
electricity. 

SCHEDULE V 

(1) Value of fixed assets (based on 
original cost of acquisition) U* invest- 
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ment in land, buildings, plant and ma¬ 
chinery 

I. (i) Land 

(ii) Buildings 

(iii) Plant & Machinery 

(a) Imparted 

(b) Indigenous 

Total 


Note: Where the land and/or build¬ 
ing is rented the capitalised value of 
the same may be given. 

II. Value of proposed additions under 
any of these headings. 

(2) Annual requirements of all im¬ 
ported raw materials in value (cif) 
and the percentage thereof to the total 
anticipated annual sales at ex-factory 
prices for the products for which the 
raw materials will be used, from the date 
of the commencement of production. 

Note: 

(i) Figures to be furnished for each 
product separately. 


Item of Manufacture (Product) 


(1) 

(2) 

(3) 

Value of 

Estimated 

Percentage 

imported 

annual 

of 

raw 

sales of 

Col. 1 

materials 

required 

product - 

at ex-factory col. 2 

per annum. 

prices. 



(ii) For calculating the percentage, 
value of imported steel and aluminium 
will be excluded. 

(iii) If there will be variations because 
of the phasing of the manufacturing 
programme they should be indicated. 

(3) (i) Value of anticipated require¬ 
ments of imported components (cif) for 
the first 3 years from the date of commen- 
mencement of production. 

(u) Details of the phased manufactur¬ 
ing programme. 

(4) Main indigenous raw materials 
required annually in quantity and 
value:— 


Name of raw Quantity Value 
material 

(0 

oo 

0U) 

(iv) 


or other technical authorities? Give 
number and date of registration. 

(6) Whether any company or under¬ 
taking belonging to or controlled by 
any of the larger industrial house 
as classified by the Industrial Licensing 
Policy Inquiry Committee in the list at 
Appendix II-A (!) of its report with 
such amendments to this list as may be 
made by government from time to time, 
has any financial or other interest or 
connection with the undertaking in 
question? Details regarding the specific 
nature of the interests or connection 
should be furnished. 

(7) Whether there is any foreign 
equity shareholding in the undertaking 
and, if so, the extent of equity sharehol¬ 
ding held by companies registered 
abroad or by non-Indian nationals or 
non-resident Indians? 

(8) Whether the undertaking has any 
foreign collaboration arrangement and, 
if so, the broad terms thereof, includ¬ 
ing the date when the present agree¬ 
ment will expire? The reference num¬ 
ber of government's letter of approval 
hi respect of the foreign collaboration 
agreement should be quoted. 

(9) Whether the undertaking is a 
‘dominant undertaking* in terms of 
Section 2 (d) of the Monopolies and 
Restrictive Trade Practices Act? Items 
of produc lion in respect of which the 
undertaking falls in the above category 
should be indicated. 

SCOPE FOR FOREIGN 
COLLABORATIONS 

In recent months Government of India 
has announced certain modifications 


in licencing policy with the object of 
encouraging * small and medium 
entrepreneurs and stimulating indust¬ 
rial activity. In order to ensure 
that the opportunities afforded by 
these liberalisations are availed of 
by entrcprncurs, an illustrative list 
of 123 items where there is likelihood 
of sustained demand for the product 
and scope for investment was also pub¬ 
lished (See page 1094 in E.E, dated 
June 5, 1970). The government consi¬ 
ders that in order to enable entrepre¬ 
neurs to take investment decisions and 
plan their future activity, they should 
also have information from time to time 
of the significant areas where technolo¬ 
gical gaps exist and for which foreign 
collaboration may be required and for 
which approvals may be obtained 
within the policy guidelines for 
such collaboration prescribed by the 
government. While the country has 
made much headway in the develop¬ 
ment of indigenous technical know¬ 
how, the government, recognises 
that in certain of the more complicated 
and newer areas of technology foreign 
collaboration may be necessary in the 
proximate future. Accordingly, an exer¬ 
cise has been carried out to identify 
the technological gaps in the economy 
which might need to be covered by 
association of foreign know-how. As 
a result of this exercise, an illustrative 
list of 121 items where significant 
technological gaps exist and where 
there could be scopd for foreign colla¬ 
boration has been prepared. This list 
is given below. 

The actual terms and conditions for 
collaboration will be decided on the 
merits of each case within the broad 


KIRON 



(5) Whether registered with DGTD 


* Lights Brighter, Lights Longer 
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framework of the government’s policy 
announced from time to time. Some 
relaxations may %e available where 
clearly justified , for substantially export 
oriented schemes and to small-scale 
industrial units. 

ENGINEERING INDUSTRIES • 

Industrial Machinery 

Cylindrical, tapered, spherical and 
other special bearings (excluding ball 
bearings); selected items of textile ma¬ 
chinery like combers, automatic pirn, 
winding and warp winding machines, 
processing and flashing machincr; Jute 
machinery (certain selected items); 
rayon machinery; specialised printing 
machinery (for example rotary printing 
presses, offset printing presses and com¬ 
posing machinery etc.); rubber pro¬ 
cessing machinery; specialised items of 
chemical, fertilizer and pharmaceutical 
machinery; coal and ash handling 
plant; gears and gear boxes; metallur¬ 
gical equipment including foundry 
equipments (plant and machinery for 
such items as LD converters, rolling 
mills, special features of blast furnaces 
for giving improved productivity and 
coke oven by-product plants; oxygen 
and acetylene plant; ceramic machinery; 
Pulp and paper mill machinery; food 
processing machinery; accelerated 
freeze drying plant; mineral bencficia- 
tion plants; specialised equipment for 
air conditioning and refrigeration and 
air control equipment such as centri¬ 
fugal compressors, low temperature free¬ 
zers, transport refrigeration equipment, 
electrostatic precipitators, soils etc; 
mining machinery: hydraulic props and 
and electric drills. 

Electrical Engineering Industries 

Electromagnetic and time relays; 
railway electrical signalling; HRC 
fuses; germanium and silicon diodes; 
dry cells and training lighting cells; 
electronic instruments and selected elec¬ 
tronic components; selected measuring 
instruments; electro-medical, optical 
and dental instruments and equipments 
for medical profession: DC motors 
and controls; very high frequency 
electrical equipment; LT and HT cir¬ 
cuit breakers; specialised transformers; 
AC motors above 200 HP; fractional 
horse power motors; variable speed 
motors; power line carrier equipments; 
lightning arrestors; selected categories 
of insulation material for electrical 
industries; flame-proof lamp fillings; 
electric lamps — (photo flash pre-focus, 
infrared, ultra violet, mercury vapour, 
telephone switchboard); lamp compo¬ 
nents (lead-in-wire, filament and flore- 
scent powder); control of refrigerators 
and air-conditioner; Specialised surgi- 
gical equipment, such as blades, needles 
etc; AC motor startors for motors 


above 30 HP; shearing-aid; crane 
controlgear; power capacitors; CTS 
and PTS for measuring and protection. 

Metallurgical Industries 

SG iron castings; alloy iron cast¬ 
ings; non-ferrous semis-not produced 
in the country; machine tools & aces- 
sories (selected types); selected cutting 
tools. 

Miscellaneous Industries 

Cast steel & forged rolls; silicones; 
catalysts; commercial explosives; 
watches; portable typewriters; elect¬ 
ric typewriters; data processing ma¬ 
chines; calculating and adding ma¬ 
chines; precision measuring tools; pro¬ 
gramme control equipment; high duty 
w r harf and floating cranes of all types; 
steel mill cranes (Class IV duty); 
earth moving equipment (crawlers, 
tractors, scrapers excavators, heavy 
duty dumpers and haulers, pay loaders, 
tractor showels, tyre mounted cranes); 
power tiller; specialised automobile 
ancillarics; mine safety/rescue appli¬ 
ances; gas testing apparatus for. mines; 
non-ferrous metals (copper, zinc, 
lead); iron ore including processes for 
agglomeration of ore fines. 

Polished plate glass, laboratory glass¬ 
ware and silica ware; improved types 
of agriculture implements and 
machinery; pesticides application 
equipment (special types); timepieces 
(non-conventional); ind uslrial sewing 
machines; gas appliances; hair spring 
and other types of delicate and 
complicated springs; industrial pre¬ 
cision roller chains bigger than 5/8* 
pitch, simplex, duplex and triplex, bush 
chains, special rollers chains for mecha¬ 
nical handling, bush slot bank, trolley 
conveyor chains, hollow bearing pen 
type chains; special bicycle compo¬ 
nents, such as multispecd hubs with 
trigger and twist control; high pressure 
pipe fittings of specialised type other 
than malleable iron fittings; ship chains 
and alloy steel chains other than ordi¬ 
nary mild steel welded link chains; 
sophisticated types of valves and cocks; 
superior quality sanitary fittings; fish¬ 
ing hooks; dyestuffs and intermediates; 
iron ore pelletization including pro¬ 
duction of sinter feed; safety razor 
blades and safety razors; alloy and 
safety razors; alloy and special steels 
including: cold rolled grained oriented 
sheets special alloy steel, tin-free double 
reduced or single side-plated tinplates; 
coloured galvanise^ sheets; plastic 
coated sheets; other special items of 
steel etc; wire thinner than 19g and 
special wire; chemical and industrial 
porcelain; welding electrodes (special 
types); duplicators (special types); ma- 
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chine screws (special types). 

CHEMICAL INDUSTRIES 

Oil and Chemical Industries 

Fertilizers (other than single super¬ 
phosphate); selective pesticides; off¬ 
shore oil exploration; oil refinding in¬ 
cluding the production of special addi¬ 
tives and chemicals required for the 
oil industry; selected petro-chemicals; 
thermo-plastics; synthetic rubber; deter¬ 
gent alkylates; selected drugs and phar¬ 
maceuticals ; edible pharmaceuticals; 
photographic and special gelatine. 

Chemical Industries 

Alkylamines, rubber chemicals, flouri- 
nated hydro carbons, carbon tetrach¬ 
loride, tricholore-cthyiene, glycol ethers, 
prophelene oxide. 

Paper, Pulp & Allied Industries 

Newsprint speciality papers, like 
electrical insulation paper and boards; 
such as cable paper, condenser paper, 
presspahn, press board, leatheroid, 
photo based puper, special type of* 
filter paper, natural tracing paper, 
vegetable perchment paper, cigarette 
paper, carbonising tissues, stencil-base 
tissues, tabulating manila Paper, high 
strength kraft paper like sack kraft 
waxing, laminating and impregnation 
base paper, vulcanised fibre sheets, 
abrasive body paper, chart paper, indi¬ 
cator paper; paper & board makers 
felts; tyre-cord and special chemical 
pulp. 

Rayon Sc Synthetic Fibres Industries 

Nylon & polyester yam/fibre in¬ 
cluding industrial yarn polypropylene 
fibre, polyvinyl-alcohol fibre, acrylic. 

Asbestos & Carbon Products 

Asbestos packing & jointing; graphite 
electrodes; midget electrodes and other 
special carbon products; graphite cruci¬ 
bles. 

Timber-Based Industries 

Fibre Board; particle board; moulded 
particles board. 

Rubber Goods Manufacturing Industries 

Rubber contraceptives; meteorology 
cal baloons; fire fighting hoses; tennis 
balls; rubber thread used in hosiery; 
automobile tyres and tubes. 

Refractories (special types including 
electro cast refractories); high tension 
insulators and bushings and solid core 
insulators for railways; abrasive grains 
(excluding silicon carbide) deep sea 
fishing. 
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* Althou a| iiroe Export Policy Resolution presented to Parliament last week ladks the 
definiteness of the Industrial Policy Resolution as revised from time to time, it is still a utilitarian 
« document of very considerable possibilities- While not enunciating any new decisions as such, it 
nevertheless releases or energises a whole set of attitudes which must help to give to export promotion 
’ th9 status of an integral part of our essential economic objectives and policies. Drafted by one of 
the most acute and agile minds in all the vast bureaucracy of the central secretariat, it is flexible enough 
to allow reasonable play to economic wisdom and the cold arithmetic of export budgeting, despite the 
constraints of ideological motivations or considerations of political expediency. 

* From “THE PROOF OF THE PUDDING*’ 
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Export Policy Resolution. 


Although the Export Policy Resolution, presented to Parliament last week, lacks 
the definiteness of the Industrial Policy Resolution as revised from lime to time, 
it is still a utilitarian document of very considerable possibilities. While riot enun¬ 
ciating any new decisions as such, it nevertheless releases or energises a whole set of 
attitudes which must help to give to export promotion the status of an integral part 
of our essential economic objectives and policies. Drafted by one of ihc most acute 
and agile minds in all the vast bureaucracy of the central secretariat, it is flexible 
enough to allow reasonable play to economic wisdom and the cold arithmetic 
of export budgeting, despite the constraints of ideological motivations or consi¬ 
derations of political expediency. 

As such of us who may have some idea of how business is transacted in go¬ 
vernment are aware, decisions, whether intra-departmental or inter-departmental 
or taken at the level of the cabinet, are generally the end-products of a process of 
balancing several considerations. As a result, these decisions involve less the 
true reconciliation of diverging points of view than a broadly acceptable distribu¬ 
tion of the degrees of emphasis which are to be attached to the various arguments 
expressed more or less ably, more or less honestly. With the government commit¬ 
ting itself formally to certain directions in which a national effort is to be organised 
for increasing exports, this drill of decision-making, we may hopefully assume, will 
now become biassed to some extent in favour of export promotion as against other 
considerations which may be thought to be relevant in deciding issues of economic 
or public policy having a bearing on the growth of exports. This is not to suggest 
that the requirements of export promotion arc bound to receive top priority always 
Y>r even invariably in the government's decision-making, but it is surely obvious 
that it is going to be rather difficult at any level of government for the importance 
of the export aspect to be minimised. This is a view of the future which must b& 
reassuring in the context of certain recent decisions taken by the government with 
regard to industrial licensing or foreign collaboration. 

The Resolution accepts the prescription that exports should be stepped up at 
a compound rate of seven per cent per annum in the fourth Plan, but realises that 
this would remain an empty calculation, however, unless there is a true upsurge of 
export-oriented production right through the economy. Hence the undertaking 
that, in each of the broad lines of production, the products ha vinjf long-term export 
po’ential will be identified with greater precision and special measures and program¬ 
mes undertaken to secure their development and improvement. Since these words 
have a familiar ring, the public will naturally elect to wait for the proof of the pud¬ 
ding in the eating. With the fourth Plan now in its second year, the government 
does not have much lime to start making good on this commitment. 

A major “plus" point in the Resolution is the account taken of traditional ex¬ 
ports. Although it is true that the greater part of the growth in exports 
in the years to come is to be sought in the ‘newer' lines of trade, radiating from 
the emerging diversification of our industrial production, the bottom will surely be 
knocked out of our export earnings if we fail to safeguard our earnings from com¬ 
modities such as }ea or jute goods or persevere with our exports of cotton textiles. In 
the case of jute goods and, to a less extent, in the case of tea, our export policy ought 
to seek to ensure that our exporters will be able to compete in every foreign market 
with rival producers on equal terms. This is particularly true of jute goods, in the 
case of which Pakistan’s policies of “managing” export prices over the years has 
reduced this country to a situation of having to wait for the leavings of foreign 
custom. Certain jute specialities, as for instance carpet backing, could reckon on 
an expanding world demand, but it has been our experience that, although the world 
trade in jute goods may be expanding, our own share of it is shrinking neverthe¬ 
less. In circumstances like these, it is surely essential that our export policy must 
be seen to have a set of fairly sharp teeth. 


ANNUAL SUBSCRIPTION 
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FOREIGN : £7-0-0 or $17-00 
Airmail & Advertisement Rates 
on Enquiry- 
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One of the key phrases in the Resolution is “jydaptation of production” to 
foreign markets. This duly emphasbes the special nature of export-oriented pro¬ 
duction which has to meet patterns of consumer preferences which are often widely 
different from those prevailing in the home market. In textiles, for instance, 
“adaptation” could be the very condition of export growth. Noting that export 
marketing and product development have become specialized disciplines, the 
Resolution declares that every effort will be made to assist export-oriented unite ip 
the private and public sectors to achieve economies of scale, improve cfficitncy of 
production, reduce costs and adapt production to meet the requirement? of their 
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customers abroad. More specifically the 
government undertakes to relate to these 
purposes its procedures applying to 
foreign investment, licensing of creation 
of or expansion of industrial capacity 
and licensing of import of capital goods 
and raw materials or other inputs. Once 
again, the pudding must be made and 
eaten before it may be pronounced 
upon. 

Finally, consistent with its basic philo¬ 
sophy that exports will have to grow out 
of a growth of export-oriented produc¬ 
tion, the Resolution presents a civilised 
version of the “austerity” principle. 

It rightly regards a conflict between do¬ 
mestic consumption and export as a 
temporary or transitional situation as 
when there is a shortfall in production or 
indigenous capacity is in the process of 
development and limits the role of rest¬ 
raints on home consumption to an 
improvisation for making a part of the 

Trouble on 

Tun scrious lag that has occured in 
the construction of roads in recent years 
despite significant progress in other ma¬ 
jor sectors of the economy such as agri¬ 
culture and industry, was highlighted 
by Dr J.M, Rane, President of the In¬ 
dian Roads apd Transport Develop¬ 
ment Association (lRTl)A) at the 
42nd annual general meeting of the 
1RTDA held in Bombay some time ago. 
Out of 550,000 villages in our country, 
nearly 30 per cent have no approach 
roads. No less than two-thirds of the 
mileage on our national highways are 
extremely narrow. A number of btidges, 
both big and small, need to be built. 
Also, the condition of sonic of our 
roads is deplorable which tends to raise 
the operating cost of vehicles. The 
Keskar Committee estimated four years 
ago that the annual operating cost of 
road transport in our country could be 
reduced by as much as Rs 150 crores a 
year if we had u modern road system. 

Not that the Government of India 
or the Planning Commission have not 
recognised the importance as well as the 
urgency of improving the state of our 
roads. Due to the paucity of funds the 
government has not been able to allo¬ 
cate the necessary outlay for this pur¬ 
pose. According to Mr R. Venkatara- 
man. Member of the Planning Com¬ 
mission, who was the chief guest at the 
meeting of the 1RTDA, the financial 
outlay needed for roads for the fourth 
five-year Plan period had been estimated 
at Rs 1.600 crores but because of the re¬ 
lative priorities fixed for different sec¬ 
tors of the economy in the Plan and 
keeping in view the available resources, 
the allocation for roads had been fixed 
at Rs 871 crores only. It follows that 
the funds earmarked for this purpose will 


production available for export until 
exportable surpluses are forthcoming 
in a more normal way. 

Although government declarations 
of policy for the various sectors of the 
economy or objectives of development 
have an important clarificatory and di¬ 
rectional role to play in the evolution of 
detailed procedures and decisions, their 
basic virtue must be that they could help 
to generate a climate of opinion in the 
government and the community which 
stimulates discussion and action on re¬ 
cognizably constructive lines. It goes to 
the credit of Mr B.R. Bhagat, who was 
until recently Minister for Foreign 
Trade, that he had applied himself so 
purposefully to shaping guidelines of 
theory and incipient practice which 
should now help his successor, Mr 
L. N. Mishra, to find his way more 
confidently on an unfamiliar and 
challenging terrain. 

the Road 

accomplish roughly half of the essen¬ 
tial work related to road development 
which should have been completed in 
the Plan period. The fact that the outlay 
for the fourth five-year Plan period is 
double of the actual expenditure on 
roads in the third Plan period is of little 
comfort as the unaccomplished work 
would be so large as would continue to 
hamper smooth movement of goods. 

Following the Nagpur Road Plan of 
1943, the chief engineers formulated a 
20-year road programme in 1958. 
According to Dr Rane, the cost of the 
programme as estimated by the chief 
engineers was “far too low” and needed 
to be raised by at least 30 per cent. 
However, the contribution to revenue by 
road users has increased beyond expec¬ 
tations. The sharp increase in road 
traffic has rendered the targets of the 
engineers’ plan inadequate but instead 
of increasing the outlay on road de¬ 
velopment, there has been a continuous 
shortfall which at the end of 1968-69 
totalled Rs 478 crores. The outlay for 
the fourth Plan period recommended by 
the chief engineers being Rs 1,354 
crores, the total need of funds for the 
road programme for the Plan period 
amounted to Rs 1,832 crores as against 
the provision of Rs 876 crores by the 
planners. Against this meagre provision 
for roads, the estimated tax revenue 
from roads in the fourth Plan period is 
expected to be Rs 3,500 crores; the chief 
engineers had estimated a yield of Rs 
1,530 crores for this period. No wonder 
that the 1RTDA felt that the govern¬ 
ment had neglected tiffs sector and that 
this policy would have serious reper¬ 
cussions on the growth of the economy. 

The attempt of the IRTDA at link¬ 
ing road building activity with creation 


of employment opportunities is a subtle 
move for urging the government to 
speed up the road development pro* 
gramme if for no other reason but pro¬ 
viding work to the unemployed or the 
under-employed. Its thesis that the road 
development programme has unmatched 
potential for employment opportunities 
is no doubt tenable, though this is not 
the only way in which work can be found 
for the unemployed. An investment of 
Rs 2,500 crores on roads, according 
to Dr Rane, would create 10,77 million 
new employment opportunities. It 
follows that an investment of about Rs 
2,500 will provide work for a person. 
There arc many other sectors of our 
economy where additional employment 
opportunities could be created with 
far less investment. It is not fair to try to 
justify one programme on the basis 
of its assisting some other programme 
in the Plan. In this connection. Dr Rane 
quoted from Mr V. V. Giri’s recent 
book Jobs for the Millions in which 
the President has opined: “Apart from 
the direct employment potential of a 
vast road building programme, the 
rural areas, if opened up, will undergo 
a transformation in their economy The 
cost of such a programme is worth meet¬ 
ing even by deficit financing of half to 
one per cent of the total national in¬ 
come.” 

The principle of incurring deficit fin¬ 
ancing recommended by Mr V.V. Giri 
when taken to its logical conclusion, 
implies that any programme which is in 
the priority sector and has potential for 
employment, should claim deficit finan¬ 
cing. There are numerous projects of 
developmental significance which have 
so far been shelved because of shortage 
of funds but which, if undertaken on 
the b’sis of the argument advanced by 
the President and endorsed by Dr 
Rane, would require deficit financing. 
Irrigation projects, for example, need 
much more money than what has been 
allocated to them. So perhaps power 
development. 

There was however substantial weight 
in Dr Rane’s observation that the road 
development plan had suffered greatly 
because the “plan-approved outlays 
are not often fully met which prolongs 
under-development.” The expenditure 
on national highways exclusive of the 
lateral roads and other programmes was 
expected to be Rs 65 crores annually, 
on the average, for each year of the 
fourth Plan period but actual expendi¬ 
ture in 1969-70 was Rs 14.15 crores only 
and the budget estimate for the current 
year was Rs 25.62 crores. At this rate, it 
is obvious, the outlay allocated for this 
purpose would experience a serious 
shortfall. Dr Rane was therefore justi¬ 
fied in urging the government “to ensure 
that Plan outlays for roads do not 
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remain paper plans and the funds are 
actually allocated to the departments 
concerned”. 

If the central government has so far 
failed to make full use of the allocations 
for the highways which are its sole con* 
cem, the states have also faltered in the 
construction of roads which are their 
responsibility. According to Mr R. 
Venkataraman, the states are inclined 
to cut down the provision for roads 
when they face relatively more urgent 
demands. In other words, it is patent 
that both the centre and the states have 
given inadequate attention to roads 
which is likely to accentuate the trans¬ 
port bottleneck in the coming years. 
We can continue to ignore this im¬ 
portant element in the infrastructure of 
the economy at our own peril. 

Moreover, it is essential that the 
funds allocated for building of roads 
should be used in the most efficient way. 
The Planning Commission, according 
to Mr R. Venkataraman, has “urged on 
the states that investments in road de¬ 
velopment should proceed according to 
a proper scheme of priorities.” In view 
of the fact that the resources are not 
unlimited, every effort should be made 
to improve the “functional efficiency” 
of the existing road system by removing 
whatever deficiencies currently exist. 
The improvement of the roads in use 
should take precedence over new roads, 
especially in industrial and mining 
areas as well as the metropolitan cities. 
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The efficiency of road transport has 
suffered greatly in recent years because 
of the annoying octroi. Even though 
several committees appointed by tne 
government have recommended its 
abolition, precious little has been done 
in this regard. It is essential that some 
way is found for the free move¬ 
ment of goods and passengers by road 
throughout the length and breadth of 
this country and in place of the privi¬ 
lege of octroi, the levy of sales tax or 
some other tax should compensate 
the towns through which the vehicles 
have to pass. In the same way, the 
multi-state motor vehicle taxation 
should be done away with. The Keskar 
Committee made a helpful suggestion 
when it proposed a standard inter-state 
tax but unfortunately no action has been 
taken so far in this regard. It is conceded 
that the states are very reluctant to give 
up any of their rights to raise revenue 
but this cannot be allowed to continue 
to jeopardise broader national inte¬ 
rests. 

Recently, Dr F.P. Antia, a leading 
transport economist, suggested a practi¬ 
cal solution to tackle this problem. He 
said that one per cent of the existing 
excise duty on every litre of diesel oil 
sold should be distributed among the 
states as a consideration for their for¬ 
going the right to tax inter-state road 
transport. This is a recommendation 
which needs careful consideration as it 
ensures the elimination of an irritant in 
road transport at a nominal cost. 


Why Slower Deposits? 


The union Finance Ministry and the 
monetary authorities are worried about 
the slowing down in the growth rate of 
deposits after the central government 
took over the business of 14 major 
banks. This question figured promi¬ 
nently at the discussions the union 
Finance Minister, Mr Y.B. Chavan, 
had with the custodians of 14 nationa¬ 
lised banks, the Chairman of the State 
Bank of India and officials of the Re¬ 
serve Bank and the Finance Ministry. 
With the anxiety of the government to 
adopt vigorous follow-up measures and 
expand credit liberally for meeting the 
needs of small borrowers in the agri¬ 
cultural and small-scale industries sec¬ 
tors, the limitation imposed by the non¬ 
availability of resources has had an 
irritating and choking effect. 

It is not possible to explain rationally 
why the growth in deposits of scheduled 
commercial banks has not come about 
according to expectations especially as 
there are divergent trends between diffe¬ 
rent groups of banks. Thus, between 
July 18,1969, and June 19,1970, aggre¬ 


gate deposits of all scheduled banks in¬ 
creased by Rs 552 crores against Rs 
548.30 crores in the corresponding per¬ 
iod in 1968-69. While there has been 
no decline in deposits and this should 
be considered a creditable achievement 
having regard to the sharp rise in the first 
half of 1969, there is no doubt that there 
has been a pronounced decline in the 
growth rate of deposits. But the per¬ 
formance would have been disappoint¬ 
ing had not the Slate Bank of India 
added spectacularly to its deposits by 
Rs 159.70 crores against Rs 84 crores in 
1968-69. Foreign banks registered only 
a small rise in their deposits by Rs 40.20 
crores against Rs 37.90 crores while 
the 14 nationalised banks added to 
their deposits by only Rs 297.90 
crores against Rs 334 crores. The non- 
nationaltsed Indian banks too fared 
badly as their share of additions to 
deposits was only Rs 25.60 crores 
against Rs 68.60 crores. 

It is noteworthy that the State Bank 
of India has added to its resources sub¬ 
stantially in spite of the observation by 
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Mr Chavan that up to June 1969 the 
branches of this institution, opened after 
it was nationalised, have contributed to 
the fresh additions to deposits by only 
33 per cent. It has also been observed 
that rural prosperity has not yet been 
fully reflected in the growth of deposits 
of new branches opened in the under¬ 
banked and unbanked areas and it 
would be necessary to adopt vigorous 
measures for gathering fresh resources 
and relieving the acute pressure that is 
now being felt by the banking system. 
But whatever may be done to bring 
about a faster growth of deposits, the 
uninspiring performance of the newly 
nationalised banks must be due to the 
sharp drop in the growth, rate in the 
latter half of 1969. Lately there has 
been more impressive additions to de¬ 
posits and it may not be wrong to ex¬ 
pect that the augmentation of resources 
in the next five months will be on a 
scale which will enable the scheduled 
commercial banks to add to their de¬ 
posits by Rs 750 crores in 1970 against 
Rs 642 crores in 1969. 

But while this prospect should be 
considered quite encouraging it is just 
probable that the flattening of the up¬ 
ward curve of deposits in the past year 
is due to the restrictive policy adop¬ 
ted by the Reserve Bartk in regard to 
the grant of credit for industrial units 
and traders. Since it has been complain¬ 
ed that fresh requests for increase in 
limits by cotton textile and sugar mills 
have not been fully met and there is 
also an attempt on the part of the Re¬ 
serve Bank of India to curtail credit 
where it has been found that short¬ 
term advances had been utilised partly 
for creation of fixed assets, many in¬ 
dustrial units have been compelled to 
accept deposits and even secure short¬ 
term loans in order to get over their 
immediate difficulties. The sugar in¬ 
dustry particularly has been seriously 
handicapped and it had been stated that 
in spite of having large arrears of pay¬ 
ment in respect of cane supplies by 
growers and cess payable to the state 
governments, accumulating stocks had 
to be financed by accepting deposits 
and raising loans. The continuance of 
the margin of 25 per cent in respect of 
advances against sugar for free sale 
until recently has also had a stultifying 
effect. 

It is not possible to arrive at a precise 
* estimate of the diversion of funds from 
the banking system on account of these 
factors. But it is likely, that the indust¬ 
rial units and trading companies mobi¬ 
lised in this manner not less than Rs 
50 crores which would suggest that if 
there had been no restrictive credit 
policy, the growth in bank deposits 
would have been more impressive. The 
competition for available funds is bound 
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to be keen as with rising prices and 
higher level of activity larger resources 
would be required for working capital 
purposes particularly as freshly genera¬ 
ted resources are being absorbed for 
financing new expansion scheme*. 

Under these circumstances there cun 
be liberal lending to new classes of 
borrowers only if fresh steps were taken 
to extend vigorously the banking habit 
and add substantially to the working 
funds of the different institutions. The 
needs of borrowers are large as, with 
the cultivators particularly inclined to 
purchase agricultural inputs, implements 
and machinery, about Rs 150 crores can 
’ be easily advanced to them annually 
while those in the small-scale industries 
sector are asking for more. This would 
mean that till such time the efforts to 
increase deposits prove successful there 
will have to be liberal refinance facili¬ 
ties against credit, which is utilised for 
productive purposes and which will not 
have any inflationary consequences. In¬ 
stead of discussing how the bottle¬ 
necks caused by the paucity of re¬ 
sources can be relieved there has been 
loud discussion about the need for 
evolving a new system of differential 
interest rates. It has not been ex¬ 
plained how these rates will be deter¬ 
mined and which classes will benefit. 
Obviously it is thought the poor borro- 
rower will benefit by the availability of 
cheaper credit though it is forgotten that 
he needs only ample credit and not 
exactly on a cheaper basis because he is 
now either going without it or paying 
for it dearly by having his requirements 
from indigenous lenders. 

There is no escape from providing 
liberal refinance facilities as even during 1 
the week ended July 17, borrowings of 
scheduled commercial banks from the 
central banking institution stood at the 
high level of Rs 272.02 crores against 
only Rs 93.35 crores in the correspond¬ 
ing week in 1969. Apart from meeting 
a larger demand for funds banks ha\e 
been obliged to invest heavily in loans 
of the central and state governments. 
There may be a decline in advances in 
the coming weeks along with an in¬ 
crease in deposits. But sizable amounts 
will have to be invested in the new loan 
that will be floated by the central go¬ 
vernment after a few weeks. 

It is, therefore, unlikely that there will 
be any sharp decline in borowings 
from the central banking institution 
notwithstanding the efforts that might 
be made by the central government to 
reduce liability of the Food Corpora¬ 
tion of India to the banking system in 
respect of its procurement operations. 
More stringent conditions would have 
been witnessed in the money market 
but for the adjustments made by the 
central government and the reduction 


in the strain on the banking system by 
helping the Food Corporation of India. 
Otherwise the big drop in advances of 
scheduled commercial banks by R$ 
41.38 crores during the week under 
reference would not have taken 
place. Beside* determining the causes 
that have been responsible for a 


slowing down in the growth rate of 
depoisits even with a larger purchasing 
power of the rural population, the Re¬ 
serve Bank should also formulate a 
new strategy which will help the banks 
get over a difficult period till the end of 
the next year and meet also the legiti 
mate needs of all classes of borrowers. 


Textile Exports 


What hinders the exports of our cotton 
textiles which, during the last decade, 
have tended to stagnate around Rs 100 
crores per annum? Various attempts 
have been made in the recent past to 
answer this perplexing question, but the 
factors identified till lately have been 
such over which we could have had but 
little control. These include: (/) the 
severe competition offered by coun¬ 
tries such as Japan, Hong Kong and 
Pakistan, (ii) the growth of local tex¬ 
tile production in some of our tradi¬ 
tional markets in Africa and south-east 
Asia, (iii) the imposition of quota 
restrictions in western Europe and 
north America, and (iv) the rise of 
the synthetic fibre industry as a keen 
competitor to the cotton textile industry. 
Not much concerted thought was best¬ 
owed on identifying precisely the local 
hindrances, though it was generally felt 
that periodic difficulties in respect of 
the availability of raw cotton and in¬ 
adequate attention to modernisation or 
the raising of productivity were accen¬ 
tuating the export problems of our tex¬ 
tile industry. The brochure brought out 
recently by the Economic and Scientific 
Research Foundation, New Delhi, fills 
this lacuna. 

The findings of this research study— 
entitled “The Exporting Mills”—are 
indeed revealing, it points out that “in 
spite of the significant changes in the 
machinery installed in the past few years 


(see table at page 223), there continues 
a technological gap of four to five years 
in the best mills as compared to their 
counterparts abroad”. If this is the case 
with the “best” mills, the position in 
the other mills can well be imagined. 

fn all the three sectors of the industry 
—spinning, weaving and processing— 
the technical position is considered to 
be very unsatisfactory. About 80 per 
cent of the cards in the spinning sector 
are still of the conventional type, work¬ 
ing at 15-25 lbs. per hour, as against the 
improved cards yielding twice this out¬ 
put in the mills in foreign countries. 
As regards drawing, while about 40-45 
per cent of the machinery in our indus¬ 
try is modern in the pre-comber section 
and just about 20 per cent in the post- 
comber section, nearly 75 percent of the 
old machines in foreign countries have 
been replaced by the new high speed 
types. In respect of fly frames, large 
package high speed machines are an 
exception in our industry rather than the 
rule as is the case in the advanced 
countries. The percentage of high speed 
spindles and rings also is very low—not 
exceeding 30 — in our industry, as 
against nearly 80 abroad. 

As regards processing, Whereas in the 
advanced countries, the concept of 
textile finishing is almost universally 
functional, giving the finished products 
such properties as crease resistance. 
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easy care, water repellency, etc., the 
total volume of fabrics finished in this 
manner in our country is less than 
five per cent of the total output. Our 
finishing by and large is still decorative 
, (starchy) rather than functional. In 
blending, continuous bleaching and dye¬ 
ing also, the position is not much 
different. It is somewhat satisfactory in 
the winding and warping sections of the 
weaving sector, but our looms are 
among the most backward. The percen¬ 
tage of automatic looms, which yield 
quality fabrics at lower cost than the 
ordinary looms, is very low. Even for the 
exporting mills, their percentage does 
not exceed 25: for the industry as a 
whole, it was 16.8 in 1967. 

The above facts make it abundantly 
clear that unless we expeditiously bridge 
the technological gap, we cannot hope 
to step up the exports of our textiles. 
We can also no longer remain content 
with exporting greys; high-priced fabrics 

SIGNIFICANT CHANGES IN 
MACHINERY FOR THE INDIAN 
COTTON TEXTILE INDUSTRY, 
1960 AND 1967 


Number 



1960 

1967 

Weaving 

Automatic looms 

16,312 

34,681 

Non-automatic looms 

180,784 

171,025 

Non-weaving fabric 
machinery 

Nil 

20 

Normal width looms 
(70 in. & below) 194,436 

201,131 

Wider width looms 
(71 in. & above) 

2,660 

4,575 

Processing 



Continuous J. box 
bleaching machines 

23 

319 

Continuous dyeing 
machines 

Nil 

31 

Pre-shrinkingmachincs 
& Sanforising ma¬ 
chines 

Nil 

55 

Others 

Nil 

14 

Resin-finishing 
machines (wash & 
wear) 

21 

57 

Chain mercerising 
range 

56 

65 

Chainless mercerising 
range 

52 

90 


Total mills <35 


Source : Annual Census of Machinery 
1960 St 1967 , Textile Commissioner, 
Bombay. t 


have to be exported in increasing quan- plough back any substantial funds be- 
tities. For this, blending of polyster fibre cause of their low profitability. If they 

with cotton will have to be undertaken have continued to export, it is because 

on a more ambitious scale. Experts their production—grey cloth—does not 

opine that this will not only help ex- have any large domestic market. This 

ports but also reduce the drain on low profitability of' the exporting mills 

foreign exchange caused by the imports also stands in the way of their raising 

of raw cotton. Even for maintaining the resources from the open market. The 

exports of grey cloth, several adjust- higher development rebate now allow- 

mentshavctobemadeinourindustr>'"- cd to the textile industry is not very 
for instance, increasingly switching over helpful to the exporting mills for their 

to production of larger width cloth— investment \n renovation has not been 

for the pattern of woild demand is now large enough as it has been in the case 

fast changing and our present grey cloth of mills which are primarily catering 

is being priced out by three to five per for the domestic requirements of cloth, 

cent in the international market. The only source of finance left for the 

majority of the textile exporting mills. 
The modernisation programme of the thus, is the public sector finance. The 
industry obviously will require large study's plea for funnelling more public 
investment. Most of the exporting mills, funds into the exporting mills, there- 
thc study reveals, have not been able to fore, is not unwarranted. 

Credit for Calcutta 

The two-day discussions (July 23 and helping the closed factories to open. 

24) in Calcutta between the Govern- According to Mr B. B. Ghosh, the 

N ment of West Bengal and the represen- Governor's Principal Adviser, this com- 

latives of public credit institutions made m ittee would also serve as a source of 

one point quite clear, namely, that the objective advice to the employer and 

economic recovery of the state will not the worker. Mr Ghosh revealed that the 

and need not be hampered by shortage financial institutions would give some 

of money. Mr A. Bakshi, Secretary of special assistance to small-scale entre- 

the Department of Banking in the prencurs, and also for power generation 

union Ministry of Finance, Dr R. K. and distribution, as well ns for the pur- 

Hazari, Deputy Governor of the Re- chase of chassis for the public sector 

serve Bank, and Mr T. A. Pai, Chair- transport organisations, 

man of the Life insurance Corporation, # 

assured the Government of West Ben- It is now up to West Bengal to taks 
gal that the public financial institutions advantage of the facilities offered by 

would adopt a flexible policy in regard these institutions to speed up economic 

to the availability of credit for the dc- recovery. But will the state government 

velopment of industries as well as for and the entrepreneurs rise to the occa- 

housing and civic projects. The In- sion? Past experience has been far from 

dustrial Development Bank has decided encouraging. This is clear from the 

to set up a committee in Calcutta, which working of the West Bengal Financial 

is expected to play a crucial role in Corporation, which in its annual report 
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The United States Administration under the reservations, as we learnt later on. Mr Churchill 

inspiration of the liberal economic philosohy later on explained the mental reservation which 

of President Roosevelt and Cordell Hull, has he held when subscribing to the Atlantic Char- 

long been trying to build up a free and multi- ter; he explained that the phrase “with due re- 

lateral international economic system. The gard to existing obligations” could be inter- 

Atlantic Charter breathed this philosophy of preted to mean that the obligations under the 

economic liberalism. Under Article VII of the Atlantic Charter did not quarrel with theobliga- 

Mutual Aids Agreements of February 1942, the tions under the Ottawa system of imperial pre- 

reduction of tariffs and other barriers of trade ference. In point of fact, while the United States 

and the elimination of all forms of discrimina- Administration has been busy in evolving inter¬ 
tian in international commerce were set as goals national agreements on the schme of a mone- 

to be pursued by the United Nations after the tary fund and world capital bank in its effort 

war and these in fact were to be regarded as a to build up a universal, multilateral and free 

partial quid pro quo for the Icase-lcnd aid ren- international economic system, the British 

dered by the United States Government to AUi- Government has been engaged in negotiating 

ed countries. The British Government was in a number of bilateral monetary understandings 

that stage of war earnestly for ail-embracing and thus carving up its own monetary and eco- 

Anglo-American co-operation and therefore nomic empire standing in rivalry with, if not in 

subscribed to these tenets of economic philoso- supersession of the Bretton Woods universal 

phy, although not without considerable mental system. 
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for the year ended March 1970, gives 
the picture regarding assistance to 
small-scale industries between 1965-66 
and 1969-70 (see table below). 

The report says that in the Iasi five 
years, 146 cases were sanctionec for 
assistance to small-scale units out of a 
total of 218 cases sanctioned by the 
Corporation, constituting 67 per cent 
in numerical strength. But in 63 
cases, the small-scale entrepreneurs did 
not avail themselves of the sanctioned 
loans. In J969-70 the corporation re¬ 


ceived 44 applications for Rs 159.64 
lakhs against 63 applications for Rs 
178.59 lakhs in the previous year. 
Throughout 1969-70, the corporation 
carried on average credit balance with 
banks of Rs 93.40 lakhs against its 
average undisbursed commitment of 
Rs 200.30 lakhs. 

Newspapers in Calcutta recently gave 
much prominence to the alleged discri¬ 
mination by the Life Insurance Cor¬ 
poration against West Bengal, and 
Calcutta in particular. It was pointed 
out that the LIC’s loans to West Bengal 
State Housing Finance Co-operative 
Society outstanding as at March 31, 
1969, were only Rs 50 lakhs com¬ 
pared to Rs 22 crores in Maha¬ 
rashtra, Rs 20 crorcs in Gujarat 
and Rs 3 393 crores for Madras. The 
figures arc correct. But their interpreta¬ 
tion is wrong. If West Bengal has re¬ 
ceived so little money from the Life 
Insurance Corporation for its housing 
schemes, it is just because it did not 
ask for more! What has prevented West 
Bengal from starting more housing co¬ 
operative societies and asking for more 
funds from the Life Insurance Corpora¬ 
tion? Nothing but indifference and 
lethargy seem to have stood in the way. 

It must be said to the credit of the 
chambers of commerce in Calcutta, that 
they are trying their best to bring about 
a revival of West Bengal’s economy as 
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rapidly as possible. At the meetings with 
Dr Hozari, Mr Pai and Mr Bakshi, the 
chambers made a number of specific and 
constructive proposals to help the revi¬ 
val of the closed units, and the sick 
ones to be restored to health. Some of 
these suggestions were: relaxation of the 
conditions for sanctioning term loans to 
the units, clean advances or advances on 
second mortgage; purchase of prefer¬ 
ence shares in these units by the finan¬ 
cial institutions; and reduction in mar¬ 
gin. Usually banks keep 25 per cent 
margin in respect of raw materials and 


finished goods and 50 per cent in the 
case of work-in progress. It has been 
suggested that these could be reduced 
to 10 per cent or the banks may sanction 
full advance against the security of 
goods without any margin. Banks may 
also accept consumable stores and 
spares as securities, against which they 
do not normally advance money. 
Though the Reserve Bank has not 
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made any commitment in regard to 
these suggestions, its assurance that it 
will follow a flexible policy should en¬ 
courage the closed and the sick units to 
seek the maximum financial help that 
will be available to them and make tha 
utmost efforts to resume normal work¬ 
ing. 

Meanwhile, the decision by the House 
of Birlas to set up a cement factory in 
Durgapur should help to revive confi¬ 
dence in the economic growth of West 
Bengal. This factory, estimated to cost 
Rs 5 crores, will use slags from the 
blast furnaces of the Durgapur Steel 
Plant as raw material. It is expected to 
begin production in about 18 months 
and provide employment to about 3000 
people. The scope for setting up new 
industries in various parts of West 
Bengal is considerable. It wilt be a pity 
indeed if the industrial development of 
the state continues to be retarded even 
after the authorities concerned have 
clarified about the ready availability of 
money for all productive schemes. 
While the re-opening of the closed 
units and the starting of new industries 
should receive high priority, it is equal¬ 
ly important to save the existing indus¬ 
tries from collapse. The jute industry 
which plays a very crucial role in pro¬ 
viding employment deserves particular 
attention. This industry has also been 
feeling an acute shortage of working 
capital. Many mills had spent large 
sums of money on modernisation in the 
expectation of obtaining profits but due 
to factors beyond their control, these 
hopes have not been realised. Uneco¬ 
nomic working has increased their 
financial difficulties. In providing ade¬ 
quate credit for West Bengal, the needs 
of the jute industry should be given 
special consideration. 
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ASSISTANCE TO SMALL-SCALE INDUSTRIES 


(Rupees in lakhs) 



1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

(a) No. of cases sanc¬ 
tioned 

26 

22 

32 

44 

22 

(b) Sanctioned amount 

38.04 

35.35 

36.72 

51.80 

23.13 

(c) No. of cases with¬ 
drawn after sanction 

5 

11 

9 

12 

26 

(d) Amount involved 

6.84 

36.58 

12.33 

17.15 

33.03 

(e) Outstanding against 
small-scale units 

166.44 

133.12 

141.01 

146.40 

144.79 

(f) Total outstanding 

575.66 

626.20 

631.45 

663.26 

677.07 
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DLW’s Performance 

R C- UMMAT 


The performance data of an industrial 
undertaking, if not analysed rationally, 
can present a very misleading picture. 
This appears to have been the case 
with the Diesel Locomotive Works, 
Varanasi (DLW), which I visited a few 
days ago as a member of a group of 
journalists. 

The working of DLW has been 
assailed in some circles on two counts. 
First, it is pointed out that the produc¬ 
tion programme of the works has been 
trailing far behind the original schedule 
with the result that the project report 
target of turning out annually 150 broad 
gauge diesel locomotives by 1967-68 
has yet to be accomplished. Secondly, 
between August 1961 (when the under¬ 
taking came into existence) and March 
1969, DLW had incurred a cumulative 
loss of Rs 1.23 crorcs. 

It is" true that DLW’s programme of 
production, as set out in its project 
report, has not been adhered to. As 
against turning out 641 BG locomotives 
or an equivalent of that in a mix of 
broad gauge and metre gauge locomo¬ 
tives and shunters by the end of 1969-70, 
as envisaged in the project report, DLW 
till March last had produced only 334 
locomotives—300 BG and 34 MG—and 
24 shunters. The production up to the 
end of June aggregated to 353 locomo¬ 
tives—318 BG and 35 MG—and 24 
shunters. As regards the utilisation of 
capacity, the present rate of production 
is an equivalent of nearly 100 BG 
locomotives per annum—just about 
two-thirds of the rated capacity. But 
can the DLW management be taken to 
task for these lags in production? 

Under Utilisation 

The under-utilisation of capacity is 
attributable to several factors. The most 
important among these is the slowing 
down of the dieselisation programme of 
the railways to cater to which DLW was 
tailored. In mid-sixties, this programme 
had to be slowed down due to recession. 
Subsequently, the constraint has arisen 
due to the cautious policy towards diese¬ 
lisation. Dieselisation of any particular 
| section of railways is decided upon after 
an assessment of the traffic needs of 
that section, due consideration being 
given to whether the envisaged traffic 
needs can be met by electrification which 
is a keen competitor to dieselisation. 
Hus is because we have to depend on 


imports for dieselisation (only about 
one-third of our crude oil requirements 
are being met from indigenous .sources) 
whereas we have abundant supplies of 
coal to produce electricity. 

The second major factor responsible 
for the under-utilisation of DLW’s 
capacity is the lack of adequate flow 
of equipment and components supplied 
by outside agencies. Nearly 30 per cent 
of these supplies are procured by DLW 
from Heavy Electricals, Bhopal, and 
another approximately 33 per cent from 
other manufacturers—some of them 
public sector enterprises and some pri¬ 
vate entrepreneurs. The labour situa¬ 
tion in east India, especially at Durga- 
\ pur, has accentuated the supply difficul¬ 
ties to no small extent. 

Diversification Programme 

To some extent the slow tempo of 
production at DLW about two years ago 
was also due to the diversification pro¬ 
gramme vvhicli it was obliged to go in 
for owing to the curtailed orders of the 
railways for BG diesel locomotives 
for which it was originally designed. 
Under this diversification programme, 
DLW started producing MG locomotiv¬ 
es also. Till June last 35 such locomotiv¬ 
es have been produced —10 in 1968-69, 
24 in 1969-70 and one since April 
1970. The organisational effort which 
DLW had to put in to undertake this 
diversification programme can be ima¬ 
gined from the fact that not only are 
there as many as 2,700 components (out 
of about 10,000 components) uncom¬ 
mon between BG and MG locomotives 
but also the testing facilities had to be 
substantially augmented. It indeed goes 
to the credit of DLW that this diversi¬ 
fication programme was successfully 
completed without the help of any 
foreign technician. The DLW has tech¬ 
nical collaboration arrangement with 
Alco of the USA, but the seven Ameri¬ 
can technicians who came to DLW 
under this arrangement early in 1960s, 
left nearly four years ago. 

After the diversification of the' 
product-pattern of DLW, this locomo¬ 
tive works is now equipped to produce 
annually a mix of 110 BG (2,600 hp) 
and 50 MG (1,350 hp) diesel locomotiv¬ 
es. With the requ rements of our rail¬ 
ways restricted to 80 BG and 30 MG 
locomotives during the current financial 
year, 90 BG and 45 MG units in 


1971-72,95 BG and 58 MG locomotives 
in 1972-73 and 100 BG and 60 MG uni¬ 
ts in 1973-74, the works on indigenous 
orders apparently can be run to full 
capacity only from 1973-74 onwards. 

It can be argued that in the interest 
of fuller utilization of capacity, DLW 
ought to have explored export possibi¬ 
lities to offset the curtailment of domes¬ 
tic orders. This pci haps could not be 
done earlier due to restricted supplies 
of materials owing to foreign exchange 
difficulties. Export consciousness is now 
developing at DLW and some concert¬ 
ed eflorts have been made. Offers of 
supply of diesel locomotives and com¬ 
ponents to Sudan, Syria and Nigeria 
have been made. They have been found 
technically acceptable by the three 
countries and firm orders may material¬ 
ise at least from two of them. But since 
there is tough competition in this export 
line despite the fact that Alco has parti¬ 
ally abandoned this activity, our terms 
of export will have to match those of 
the other exporting countries. Some 
deferred payment arrangements may 
have to be made. The stringent quality 
control which is being exercised by 
DLW on its products should help it 
in making a debut on the international 
market. 

The DLW has also received a propo¬ 
sal from the Turkish Railways, for the 
supply of diesel locomotives and com¬ 
ponents, as well a$ for technical colla¬ 
boration with them for the manufacture 
and assembly of locomotives in Turkey, 
If this arrangement also materialises, 
interesting possibilities of export can 
emerge for DLW. The more promising 
possibilities, however, are expected in 
the exports of cylinder block, the most 
important equipment in diesel locomo¬ 
tives. The cost of production of this 
block at DLW compares very favour¬ 
ably with the Alco cost. The Montreal 
Locomotive Works, Canada (MLW) 
has shown interest in DLW cylinder 
blocks. Six prototype samples have al¬ 
ready been sent to MLW for examina¬ 
tion and evaluation. 

Modest Exports 

A modest beginning in exports is 
being made by DLW this year. An ex¬ 
port order has been received from MEL 
recently for 300 connecting rods. 
The foreign exchange earning from this 
order will be $C 73,800 (nearly five 
lakhs of rupees). The order is to be ful¬ 
filled with assistance from Bharat 
Forge, Poona, who will be supplying 
the unfinished rods. The DLW’s contri¬ 
bution will be the finishing of these 
rods. The supplies are to be effected by 
October. 

The export effort will have to be made 
vigorously by DLW not only in the into- 
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rest of utilizing its capacity fully but 
also due to the fact that nearly 20 per 
cent of the cost of'a diesel locomotive 
turned out by it is yet being incurred 
in foreign exchange. The major portion 
of this cost, of course, is on account of 
materials not produced in adequate 
quantities in the country at present. 
Imports of components are confined 
only to such cases where it is unecono¬ 
mical to produce them locally, fndigeni- 
sation of equipment has indeed pro¬ 
gressed well at DLW. It should appa¬ 
rently strive hard to meet its import 
requirements through exports, especial¬ 
ly when it is hi a position to do so. 

There appears to be a good deal of 
erroneous impression about the cost 
of production of DLW as well. The 
Rs 1.23 crores accumulated loss up to 
March 1969 should suggest that the 
undertaking is unable to make both 
ends meet. But the major reason for 
this erroneous impression is the pricing 
pattern adopted for its products. 

Lower Prices 

Being a departmental undertaking, 
DLW is obliged to sell its locomotives 
at prices determined by the Railway 
Board. Presumably in its anxiety to 
keep the overall c ipital at charge of the 
railways low, the Railway Board is at 
present buying BG locomotives from 
DLW at Rs 23 lakhs per unit and MG 
locomotives at Rs 18.64 lakhs a unit. 
These prices are considerably lower than 
the landed costs of similar imported 
locomotives; in the case of BG locomo¬ 
tives, the landed cost works out to Rs 
29 lakhs. As a concession, the interest 
charges on the fixed as well as the float¬ 
ing capital of DLW is paid by the Rail¬ 
way Board to the Central Exchequer in 
addition to the price paid to DLW. If 
note is taken of this fact, the current 
cost of production of DLW works out 
to Rs 22.40 lakhs in the case of BG 
locomotives. The sale price of Rs 23 
lakhs thus yields a profit of Rs 60,000 
per unit. Including the interest charges, 
the cost of production of DLW's BG 
locomotives is approximately Rs 25 
lakhs per unit. Even this is much lower 
than the landed cost of imported loco¬ 
motives. 

In order to correctly appreciate the 
DLW costs, note, however, ought to 
be taken of the fact that for the supplies 
procured from outside agencies, DLW 
has to pay much more than the landed 
costs of similar imported materials. 
For instance, the supplies from Heavy 
Electricals, Bhopal, cost DLW at a 
conxcrsion rate of Rs 11.20 to a dollar. 
In some other cases, supplies cost at a 
conversion rate Rs 10.50 a dollar. The 
imported components also cost at this 
conversion rate. For DLW’s portion of 
work, the conversion rate works out at 
the official rate of exchange ($ l»Rs 
7.50), The high cost of materials and 


components purchased from outside some physical movement every 40 

is said to be inflating the cost of a DLW seconds. If he fails to make any move- 

BG locomotives by as much as Rs 5.5 ment, there comes a signal warning him 

lakhs. If allowance is made for this, to make a movement. If in the next 10 

DLW’s costs should compare favour- seconds also, no movement is made, 

ably with the global standards. This brake start applying automatically and 

reinforces the plea made earlier in this the train come c to a dead stop. To aug- 

article that DLW should make vigorous ment the third class passengers carry- 

efTorls for exporting its products. When ing capacity, a new coach is also being 

working to full capacity, the cost of developed* Slightly longer than the pre- 

production of DLW is expected to go sent coaches, it will have about 25 per 

down by about two lakhs of rupees per cent more seating capacity. Efforts are 

BG locomotive, provided the material also being made to make ordinary coa- 

costs do not go up abnormally. ches dust-free. For track safety, new de¬ 

signs of track fastners are being develop- 

For research work, DLW maintains ed. New designs of signalling equip- 

close liaison with the centralised Rail- ment are also being attempted. A more 

way Research, Designs and Standards versatile dynometer car has been built 

Organisation, Lucknow (RDSO). This by the RDSO to replace a nearly 40- 

organisation has several research pro- year old one currently in use, at a consi- 

jects on hand. The more important derably much lower cost than an impor- 

among these are the designing of a ted one.One big constraint on the activi- 

4,000 hp. locomotive and an air-condi- ties of the RDSO is said to be the finan- 

tioned third class sleeper so that there cial allocation to it. The task of 

can be faster and more comfortable modernising our railways being a $tu- 

travel. Recently, to ensure safer running pendous one, research work has obvio- 
of trains, this organisation has develop- usly to be fostered. Hitherto, emphasis 

cd a vigilance device for diesel locomo- has been on import substitution. In 

fives. This device has already been fitted future, greater attention apparently has 

in many a locomotive. It makes it com- to be paid to faster, safer and pleasenter 

puEory for an engine driver to make travel. 

a rockefeller foundation survey 

Crops of Promise 

HARDEV SINGH 

OvfcR rut: last three years this country revolutionary changes have already 

has increased its production of wheat by taken place in food crops other than 

66 per cent. This is against the back- wheat, but the time lag between the 

drop of severe droughts in 1965-66 successful evolution of new varieties 

and 1966-67, when nearly 10 million at experimental level and their 

tonnes of wheat had to be imported to popular use on a national scale has not 

avert widespread hunger and starva- been overcome. In other words, the 

lion. The irrigated wheal areas in the work done in the field of improved 

Gangetic and Indus plains of northern varieties of rice, maize, millets and sor- 

lndia are now planted with new varie- gham has yet to come to surface, 

tics such as Kalyan Sona, Sharbati In this context a special report of con- 

Sonora, Sonalaki and Safed Lcrma. siderable importance has been released 

Most of the farmers have been regularly recently by the Rockefeller Foundation 

achieving yields of 60 to 70 bushels of which gives some interesting details rc- 

these varieties of wheat per acre where- garding improvements which have taken 

as 70 bushels would be considered quite place in the field of food production 

good for spring wheat in the United in recent years and the role played in 

Slates. Many farmers in Punjab this process by various research agen- 

have even passed the one hundred cies. This report provides ample evi- 

bushel-mark. In this startling perfor- dence regarding the fact that the pro- 

mancc the Rockefeller and Ford Foun- gress achieved in respect of food crops 

dations, USAID and several other re- such as rice, maize, sorgham has not in 

search institutions have made notable any way been less remarkable than 

contributions. that of wheat. 

This remarkable performance in According to this report rice is on 
respect of wheat, which apparently the threshold of a dramatic break- 

stands in sharp contrast to the perfor- through-a view with which Dr Douglas 

niance of rice and other food crops, has Ensminger, who was the Representative 

created a general impression tnat the of the Ford Foundation in India 

success of green revolution in this count- till recently incidentally does not 

ry was limited to the improvement in agree (Dr Ensminger believes that 

the productivity of wheat. This it will take some five years for a rice 

impression is quite erroneous because revolution to arrive well and truly). 
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The year 1967, the Rockefeller Founda¬ 
tion report points out, was the first year 
when new high-yielding varieties of 
rice of Indian breeding were tried on a 
national basis and not till early 1968 did 
the All-India Co-ordination Pro¬ 
gramme receive sufficient financial sup¬ 
port. It may be observed that in the 
case of wheat the results of good per¬ 
formance became visible more than five 
years after the programme was taken 
up on a national scale. In the case of 
rice, therefore, tangible results may 
not be expected before 1972-73 at the 
earliest. 

It should not be forgotten that the 
programme for the popularisation of 
improved varieties of rice has to face a 
number of major obstacles. For in¬ 
stance, over 50 per cent of the rice 
grown in this country is during the 
monsoon season when light js a limiting 
factor whereas wheat is grown during 
the sunny winter season. Then, rice 
needs more water, more work and a good 
deal of skill. A fierce battle has to be 
fought with pests. In spite of all this, 
the recent gains in rice production and 
those now visible with the extended pro¬ 
gramme of high yielding varieties hold 
a promise of another exciting chapter 
in the story of Indian agriculture. 

Stress on Quality 

After the drought of 1966-67, atten¬ 
tion was paid largely to quantity and 
l$oth IR 8 and Jaya varieties of rice 
assumed importance. Both TR 8 and 
and Jaya gave a yield of 50 to 70 quin¬ 
tals per acre, which is nearly five times 
more than that of traditional output 
and new varieties were resistant to di¬ 
sease too. But being thick in size, IR 8 
was not very popular with consumers 
who wanted thin, slender type of rice. 
Several, people have preference for 
aroma and breeders therefore crossed 
IR 8 in an attempt to combine aroma 
with high yield. More recent varieties, 
therefore, provided comparatively im¬ 
proved quality. For instance, substan¬ 
tial progress has been made in releasing 
the strains of Jagganathan and Pankaj 
—two new varieties — which were suit¬ 
able for kharif crops. Moreover, two 
more varieties, Sabrmati and Jamuna 
have been developed to give a long grain 
which would find a greater consumer 
acceptance. 

A recent announcement by the union 
Ministry of Agriculture supported the 
thesis that all necessary preconditions 
for a major breakthrough in paddy 
cultivation that would extend the green 
revolution beyond the production of 
wheat have already been created in this 
country. It was revealed that in 1969- 
70 the area under high-yielding varieties 
of rice was recorded at around eight 
million acres and during the current 
year the area was expected to go up 
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to 11 million acres. Such area is, there¬ 
fore, progressively increasing. 

An interesting suggestion made by 
the Rockefeller Foundation report for 
the rapid extension of the programme 
is the mechanisation of rice cultivation. 
Most of the rice in Asia is transplanted 
by women who push in two to three 
plants at each point in flooded fields 
which have been puddled. This work 
requires considerable labour. In some 
advanced cou ntries rice is grown on dry 
ground with the help of machinery. 
This is not, however, unknown to this 
country. In Kerala, for instance, more 
than 600,000 acres of rice are directly 
seeded instead of being transplanted. 
In Mysore such area is 500,000 acres ; 
In Madhya Pradesh it is four to five 
million acres and in Orissa nearly five 
million acres. It is necessary that ma¬ 
chines should be produced in order to 
improve the economics of rice pro¬ 
duction. It may be indicated that trans¬ 
planting allows the farmers to get 
ahead of the weeds and any step to 
popularise mechanisation will involve 
fabricating machines for weeding the 
fields. 

Maize as a crop attracted little atten¬ 
tion till recently and now it has become 
one of the important cereals in this 
country and some credit for this popula¬ 
risation goes to the Rockefeller Foun¬ 
dation. As early as in 1954, Rockefeller 
Foundation specialists assessed the 
possibility of improving this crop after 
extensive surveys and brought germ- 
plasm for new breeds from several 
countries. They also suggested an 


227 

All-India Maize Improvement Pro* 
gramme which was * he first unified effort 
to improve a single crop. Co-ordinated 
research led to some remarkable results 
so that nearly 10 successful hybrid* were 
developed for maize which were resis¬ 
tant to disease. Following the success, 
all-India co-ordinated programmes 
on the same model were established for 
other crops too. 

In the case of sorghum too a germ- 
plasm bank has been created at Rajcnd- 
ranagar near Hyderabad, where nearly 
10,000 strains have been gathered from 
all over the world. Already some varie¬ 
ties such as Swarna have been developed 
which yield around 3,500 pounds an 
acre as against 500 pounds or less in 
the case of traditional varieties. Such 
progress in the case of sorghum is signi¬ 
ficant in view of the fact that this is the 
third most important food crop, trailing 
behind only rice and wheat. During the 
years to come when consumer preferen¬ 
ce shifts more towards rice and wheat, 
sorgham is likely to be an important 
livestock feed. 

The story in respect of milletsis nearly 
the same as in other food crops. Re¬ 
search teams gathered various types of 
millets in this country which were 
crossed with those from other countries. 
It was after several thousand experi¬ 
ments that Hybrid BajraNo l was evol¬ 
ved as the first approved pearl millet 
hybrid in this country. Some of the 
farmers achieved yields around 3,500 
to 6,000 pounds an acre as against a 
national average of 350 to 400 pounds 
an acre. 


Aid Policy of World Bank 

N- venugopalan 


Ir fs heartening to note that, the dyna¬ 
mic President of the World Bank, Mr 
Robert McNamara, has pushed the 
bank, even within the very first year 
of his holding this office, into many new 
types of activity. This has been done 
in the context of the depressing stag¬ 
nation of aid in the three years ending 
1968. The bank had reached its peak 
level of operations amounting to $1023 
millions in 1965. In the next three years, 
extension of fresh loans has been 
around an average of $850 millions per 
year. In the fiscal year 1969, the amount 
of fresh loans granted by the World 
Bank has risen to $1,399 millions. This 
amount has been distributed in a manner ' 
never before witnessed in the history 
of the World Bank group. Tables 
I and II show the shifts in the regional 
and sectoral pattern of increases in 
World Bank and IDA lendings in the 
fiscal year, 1969. 

The increases shown in Table I have 
been effected on the ground that south 


Asia (mainly India & Pakistan) 
getting more than a proportionate 
share of the World Bank group funds 
and that Africa’s share has been less 
than proportionate. 

Table II (p. 228) shows the increasing 
importance attached by the World 
Bank to agriculture and education. 

Table I 

REGIONAL PATTERN OF INCREA¬ 
SES IN WORLD BANK AND I D. A. 
LENDINGS IN FISCAL YEAR 1969. 



Percentage 
increase over 

Region 

the average 
of 1964-‘68 

Africa 

116 

Asia & middle east 

62 

Western hemisphere 

52 

Europe 

21 



228 

The latter was more or less ignored by 
the World Bank uptii recently, Mr 
McNamara has powerfully drawn atten¬ 
tion to it by allocating $82 millions. 
Agriculture has had the biggest increase 
in allocation. In sharp contrast the 
allocations for transportation and pub¬ 
lic utilities were higher by only 32 per 
cent and 30 per cent although, in abso¬ 
lute terms, the two sectors still claim 
by far the largest share of the sectoral 
funds lent ($475 millions and $485 mil¬ 
lions against $367 millions and $82 
millions for agriculture and education). 

Table 11 

SECTORAL PATTERN OF INCREA¬ 
SES IN WORLD BANK Sc I.D.A. 
LENDING IN FISCAL YEAR 1969 


Sector 

Lendings 
in fiscal 
year 1969 
(million 
US $) 

Percentage 
increase 
over the 
average 
1964-68 

Agriculture 

367.30 

198 

Education 

81.80 

156 

industry 

241.00 

72 

Transportation 

474.52 

32 

Public utilities 

485.10 

30 

Others 

134.53 

N.A. 

Total 

1784.25 



Thus the World Bank has done credi¬ 
table work since Mr McNamara took 
over as its chief on April 1, 1968. The 
old conservative policy which was 
ad hoc in character did not give the 
bank a chance for adequate assessment 
of the long-term requirements of the 
economy as a whole and of the manner 
in which the project under evaluation 
fitted in the country’s development 
plan. The welcome departure happily 
enables the bank to have an overall 
view on a desirable strategy of develop¬ 
ment for the underdeveloped countries. 
This new policy of aid operated by the 
World Bank group owes itself to the 
three leading ideas of Mr McNamara, 
viz. (i) the bank going out for projects 
of development, (ii) holding a Grand 
Assize inlo the development problems 
of the world (Pearson Panel’s report on 
International Economic Development); 
and (iii) pushing the bank into uncon¬ 
ventional types of financial activity. 

The fresh approach to aid policy had 
already in 1969 met both quantitative 
and qualitative tests in a way which 
augured well for the prospects of fulfil¬ 
ment of the five-year plan outlined by 
Mr McNamara in 1968. Not only had 
the group increased its financing of 
development projects by 87 per cent, 
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compared with the previous year, the 
geographical shifts in favour of Africa 
and Latin America and the sectoral 
shifts in favour of agriculture and edu¬ 
cation which Mr McNamara had pro¬ 
posed earlier had also been realised. 
The bank had borrowed $1.25 billions 
in the world’s capital markets, 55 per 
cent more than in any previous year. 
Mr Konan Bedie, IMF Governor for 
Ivory Coast, welcoming these achieve¬ 
ments, commented: “In sum, this in¬ 
creased dynamism, these qualitatives 
advances, and these effective evidences 
of goodwill are every bit as important 
in our view, as the record level of opera¬ 
tions presented to us, and accordingly 
deserve equal tribute.” 

Another area of new activity of the 
bank is the proposed expansion of the 
programme of country economic re¬ 
ports. Many developing countries will 
hereafter receive a regular annual mis¬ 
sion that will report in detail on econo¬ 
mic and social progress and investigate 
all sectors of the economy with a view 
to determining priorities both for invest¬ 
ment and pre-investment activity. 

Although Mr McNamara has done 
well as President of the World Bank, the 
considerable increase in the scale of 
operations has not touched even the 
fringe of the development effort of the 
less-developed countries, especially in 
the context of the net official assistance 
from the developed countries declining 
in the years between 1961 and 1968. 
I n 1961, the total flow of official financial 
resources from the non-communist de¬ 
veloped countries to the developing 
countries was $6.1 billions forming 
0.6 per cent of the combined GNP of 
the developed countries. In 1968, the 
flow was $6.9 billions, forming only 
0.4 per cent of the combined GNP 
of the developed countries. It may be 
noted that between 1961 and 1968 the 
combined GNP of the developed count¬ 
ries increased by $500 billions. 

Disturbing Fact 

This fact of declining assistance be¬ 
comes disturbing as the possibility of 
the World Bank’s future placement of 
bonds being taken in the market looks 
doubtful. Dr Karl Blessing, the IMF 
Governor for West Germany, in whose 
capital market the bank had raised 
46 per cent of its gross borrowing 
in 1969, has warned that the circum¬ 
stances which had favoured this bor¬ 
rowing may not continue. It is in this 
connection that the suggestion of 
Mr Wittcveen, Governor for the Nether¬ 
lands, appears significant. He is for 
increasing the bank's resources by an 
increase m its subscribed capital. Mr 
McNamara has reacted favourably to 
the suggestion. In fact, a study of the 
desirability and feasibility of improve¬ 
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ments in the bank’s capital structure 
has already been initiated. 

These general observations apart, 
we may turn now to some of the special 
problems of the developing countries to 
which the World Bank may pay greater 
attention in the future. 

(1) One of the important problems 
facing the underdeveloped countries 
relates to service payments (payment 
of amortisation instalments and inte¬ 
rest charges on the outstanding debts). 
These payments are expected to increase 
for a number of countries. The service 
payments in 1969 estimated by the 
World Bank for 79 developing countries 
amounted to $4.5 billions. These esti¬ 
mates do not include loans contracted 
after December 31, 1967, which would 
further increase service payments 
correspondingly. 

Rescheduling Payments 

With the growing burden of debt¬ 
servicing, a few major developing count¬ 
ries have been demanding rescheduling 
of debt repayment. Such a demand is 
understandable in view of the fact that 
debt-servicing has been growing at 17 
per cent per year, absorbing much of 
the increase in the export earnings 
which has been about 6 per cent per 
year. As an escape from the explosive 
growth of debt-service, rescheduling 
was arranged in the past for such count¬ 
ries as Argentina, India, Ghana and 
Indonesia. In a bid to avoid the need 
for repeated rescheduling and to re¬ 
establish a realistic basis for develop¬ 
ment finance, the Pearson Commission 
has recommended that the terms of all 
official development assistance loans 
should henceforth provide for interest 
of not more than 2 per cent with a 
maturity of between 25 and 40 years 
and a grace period of 7-10 years. The 
suggestion is worth pondering over by 
the World Bank and the countries con¬ 
cerned. For loans taken for develop¬ 
ment are not all productive in the sense 
of loans taken for business purposes. 

(2) Developing countries demand 
priority for non-project aid. At pre¬ 
sent, aid is tied to projects. This kind 
of aid limits the freedom of planners 
who set about their work in the total 
context of the country’s economic cir¬ 
cumstances. The aid-givers insisting 
on project-aid do not generally have a 
wide perspective in which the project 
falls. Non-project aid would encourage 
the developing countries to implement 
the programme which are less spectacu¬ 
lar yet make a far greater contribution 
to their economic prosperity. 

(3) Developing countries desire that 
they may be given preferential trade 
treatment in the procurement policies 
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To keep 

your 

records 

straight 

Business equipment by Kodak 


You’ll be surprised at the difference it makes to speed, 
efficiency and economy in your organisation. 

VERIFAX Copier: For the production of single or 
multiple permanent copies from printed, typed, hand' 
written or drawn originals up to and including the size 
of 35.6x45.7 cm (14'x18’).The originals can be opaque 
or translucent, single-sided or double-sided. Pencil or 
Ink characters are faithfully reproduced. 

STATFILE Recorder: An all-purpose camera recorder- 
cum-enlargerto record originals of up to 101,6x152.4 cm 
(40' x 60') on 124 X 16.5 cm. (4.8/4* x 6£") size films. 
The same equipment .cab enlarge the films back to 
'original size or any intermediate size on photographic 
.paper. 

I REC0R0AK Microfile Camera MRG-1 : Instantly and 
•accurately microfilms engineering drawings and other 
ilarga documents up to 114.3 x 160 cm (45' x 63') on to 


35 mm film. □ Portable mlcrofilmers for microfilming 
of documents up to 30.5 cm (12') in width on 16 mm film 
are also available. 

REC0RDAK 'Prostar' Processor: Forautomatic proces¬ 
sing of 16 mm and 35 mm film at the rate of 5 ft. per 
minute. 

REC0RDAK Precision RsadsrPrintsr: Provides ready- 
to-use prints from 16 mm and 35 mm film within 30 
seconds. It can also be used as a Reader. 

MIRAC00E System: The most efficient recording 
system of information and of retrieval which will flash 
back or print one record out of a million in seconds. 

KOM-90 Microfilmer: Converts information from 
computer magnetic -tapes directly into readable lan¬ 
guage on microfilm. As many as 300 pages of 
information can be translated in a minute. 




230 


EASTERN ECONOMIST 


August 7,1970 



TRAVANCORE 
TITANIUM PRODUCTS 


are helping to make 
a lot of things in your 
Hfe } a lot brighter! 



'A|antox'-»thp brand nama of Titanium Dioxide 
manufactured by Travancore Titanium Product!-is 
a pigment of vital Importance to many Industries. 
Prom paints and paper to cosmetics and textiles... 
from enamels ana plastics to rubber and leather... 
0 A|antox' Is the best opacifying—and brightening— 
agent known to industry. 

Travancore Titanium Products are the first to 
manufacture Titanium Dfoxlde from India’s own 
mineral sands. 

As In the case of any pioneer, the early years were 
beset with many hurdles* Supply couldn't keep pace 
with demand. The manufacturing technlquse-thp 


Sulphate process-had to be perfected by years of 
research to make the product of optimum purity with 
the best pigmentary characteristics. Expansion 
plans had to be worked out. utilising Indian 
resources and skill. 

Today, Travancore Titanium Products look to the 
future with optimism and clear-cut plana for 
progress. By 1971, production will go up to 24,900 
tonnes per year. The needs of Indian Industries will 
be more adequately met and considerable saving of 
foreign exchange will be achieved. 

No lest important, It will also mean a new gain tit 
prestige for Indian enterprise. ‘ ~ 


imVMWME TtTJUMM PM 0U CT 8 ITU 



P.O. Bon 1. Trtmmiruin 7. 
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of the World Bank group. At present 
the demand for generalised non-recipro¬ 
cal tariff preferences in respect export 
of manufactures from the developing 
countries is yet to be met by the de¬ 
veloped countries. The World Bank 
group may usefully give a lead in this 
behalf. 

(4) At present, some developing 
countries including India are in a posi¬ 
tion to export non-traditional items 
such as capital goods and engineering 
products comparable in prices and qua¬ 
lity to those coming from the developed 
countries. But they are outbid in the 
world market by the developed count¬ 
ries which grant long-term credits to 
their customers. The developing count¬ 
ries therefore demand rediscounting 
facilities to be created by the World 
Bank for the export credits granted by 
them to their customers. This redis¬ 
counting will go a long way in reducing 
the need for bank loans to developing 
countries which will be enabled to earn 
more foreign exchange through larger 
export sales. 

(5) IDA loans are the most valuable 
resource of the World Bank group. 
IDA loans cost only a service charge of 
0.75 per cent-while the bank loans cost 
7 per cent interest. IDA loans are parti¬ 
cularly suitable in the financing of slow- 
yielding educational and agricultural 
projects. Naturally many developing 
countries see in a large increase of IDA 
credits relative to bank loans their only 
hope for avoiding a slow-down in deve¬ 
lopment. The delay in completing the 
second IDA replenishment which 
meant that the resources it provided 
would have to last until June 30, 
1971, instead of until June 30, 1970, 
as originally planned, was naturally 
deplored by many governors in Sep¬ 
tember 1969. The hope was expressed 
at the annual meeting that replenish¬ 
ment could in future be placed on a less 
uncertain basis. The developing count¬ 
ries hope that the richer countries will 
not permit their balance of payments 
difficulties to interrupt the flow of aid 
from IDA. 

Establishing Criteria 

The need for a stronger role for 
IDA is powerfully endorsed by Mr 
I Pearson, who said: “We believe that 
among existing organisations IDA is in 
the best position to exert leadership in 
the effort to establish criteria for the 
allocation of aid which emphasise eco¬ 
nomic performance, rather than the poli¬ 
tical relationships and historical acci¬ 
dents which bear little or no rclation- 
ship to development needs or perfor¬ 
mance/ 9 

The suggestion, made in 1968, of 
Mr Colombo, IMF Governor for Italy, 


was renewed in the September 1969 
meeting that a formal link be estab¬ 
lished between Special Drawing Rights 
and development finance. He had said 
that the chief industrial countries should 
agree to contribute the equivalent of 
part of their SDR allocations to the 
bank or IDA. But Mr Wittevccn of 
Netherlands objected to any such link. 
He proposed, however, that the “Part 1” 
IDA members should consider in¬ 
creasing their contributions to IDA. 
There may be reservations on the 
suggestion of Mr Colombo, but there is 
no doubt that the resources of IDA as 
also those of the bank need to be 
augmented. 

At the end of June 1969, India's 
outstanding debts to the World Bank 
group amounted to $652 millions. With 
the total for all countries standing at 
$8,621 millions, India's share works 
out at about 7 per cent. Her popula¬ 
tion today is about 25 per cent of the 
total population of the non-communist 
world. It will appear from the figures 
(hat India is not getting her due share 
of the bank's resources on the basis 
of any rational criterion. With a per 
capita income of $75 which is one of the 
lowest in the world and with an ad¬ 
ministrative and planning machinery 
better than that of any other develop¬ 
ing country, India's claim for a more 
equitable share in the bank's resources 
is certainly strong. 

India's Disadvantage 

India is at a disadvantage by the policy 
followed by the World Bank in another 
way. When the World Bank provides a 
loan for a project, it insists that in 
utilising its loan for the purchase of 
plant and equipment, the borrowing 
country should call for global tenders. 
The borrowing country must accept 
lowest quotation irrespective of the 
country from which it is received. This 
means that domestic firms which are 
in a position to supply a part or all of 
the plant and machinery required for 
the bank-assisted project must offer the 
lowest quotation. They find it very diffi¬ 
cult to do so at the current cost and 
price levels. 

The reasons are: (1) being in the early 
stages of development most capital 
goods-f>roducing companies lack the 
competitive power which their counter¬ 
parts in the advanced countries have; 
(2) having been set up, owing to technical 
imperatives, on a scale larger than justi¬ 
fied by the current domestic demand, 
the industry carries a varying propor¬ 
tion of unutilised capacity which adds 
to the cost. While these two reasons are 
basic, there are others such as the social 
pressure to employ more labour than 
is required for efficient operation. In 
view of the higher cost of manufactur¬ 


ing due to reasons which are inherently 
a part of the early stages of industria¬ 
lisation, it would be unfair to treat the 
capital goods industry in the borrow¬ 
ing country at u par with its counterpart 
in developed countries as competi¬ 
tors. 

Following this logic, India made a 
request to the World Bank for some 
concession to the domestic producers 
tendering for the supply of plant and 
machinery to a World Bank assisted 
project. Seeing the validity of the argu¬ 
ment, the bank gave a concession of 
15 per cent to domestic tenders. This 
concession was, however, inadequate, 
So, India pressed for more.total con¬ 

cession of 271 per cent equalling more 
or less the duty payable on imported 
machinery and plant. But the bank 
refused, rejecting the principle of 
equalising the concession to the import 
duly. 

Curious Situation 

The result of the refusal has led to a 
curious situation of India's capital goods 
industry being competed out in the do¬ 
mestic market — a fact which is made 
worse by its inability to export. The ex¬ 
planation is simple. The foreign quota¬ 
tion excludes the customs. The domestic 
quotation includes the customs levied 
on imported material that forms part 
of the capital goods produced by the 
domestic supplier. * Supposing the 
customs to be 27i per cent, and the 
concession at 15 per cent a foreign 
quotation of $100 will have to be pre¬ 
ferred to a domestic quotation of $120, 
although the landed cost of the foreign 
stuff will be $127* (vide T.K. Roy: 
‘Conundrum for Capital Goods' in 
Margin Vol I, No.4. July 1969). 

The Government of India has natural¬ 
ly sought to circumvent this imidious 
consequence by treating Indian supplies 
to a project aided by the World Bank 
as exports which, like other normal 
exports, qualify for subsidies and con¬ 
cessions. We have yet to sec how the 
World Bank would react to this. A 
more sensible thing for the bank to do 
would be to raise the concession to a 
higher level. 

The splendid record of achievements, 
in the first full year of Mr McNamara’s 
tenure, in terms of the quantitative 
change signified by the immense expan¬ 
sion of the scale of operations of the 
bank group as also of the qualitative 
change in the entire mode of operation 
indicates that now there is much less of 
an ad hoc approach in the affairs of the 
bank than before.* 

With the Pearson Commission's re- 
port having given the world a clear view 
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of development goals and the options 
available and with the World Bank 
president’s well-meaning warning that 
“it is inconceivable that one-quarter of 
mankind, moving forward into self- 
accelerating affluence, can succeed in 
walling itself off from other thrfce- 
quarters who find themselves entrapped 
in self-perpetuating cycle of poverty,” 
there is hope that this new policy of 


Thb performance of a retailing institu¬ 
tion is of critical importance to any 
economy, especially when the pressure 
of social environments is such that 
there is a constant urge among the 
people within the community to raise 
their standard of living. Retailer adds a 
substantial element to the total cost of 
the product and plays a pivotal role as 
the final link between the producer 
and the consumer. 

As a social institution, the retailer 
makes available to the community at 
the most convenient places products 
from far and near at considerable risk, 
provides an opportunity to the customer 
to check products before actual pur¬ 
chase and furnishes information regard¬ 
ing quality, utility and price. As an 
economic institution the retailer acts as 
the final link with the consumer in the 
process of distribution of goods and 
services. Regardless of how much value 
the manufacturer has built into his pro¬ 
duct, how well he has communicated 
this value to the consumer and how 
smoothly his production and physical 
distribution system may be functioning, 
it is the retailer who either consummates 
or obstructs the sale. 

Marketing Concept 

Recent shifts in the strategy of market¬ 
ing of consumer goods and the term 
“Marketing Concept” lay even more 
emphasis on the role of the retailer. 
The retailer has now come to be 
considered not as the final link 
in the distribution process with the 
consumer, but as the initial link 
with him. Instead of being an 
agent of the market, he is sought to be 
made an agent of the consumer. This is 
just as well, because the mass produc¬ 
tion and mass consumption economy 
can hardly sustain itself if the retailer 
is not placed on a high pedestal and 
given his due place in the community 
and the market. That the Indian re¬ 
tailer continues to suffer in neglect 
and retailing in India remains a refuge 
of India’s countless unemployed in a 
desperate search of means of liveli¬ 
hood is too well known but what is not 


aid will be pursued more vigorously 
under the leadership of Mr McNamara 
so that both the developed and develop¬ 
ing countries are able to face the prob¬ 
lems of international economic develop¬ 
ment in the right spirit, and there is a 
reasonable chance that the shared con¬ 
cern and effort will reduce the frictions 
and the dangers that afflict the world 
today. 


equally well known is the fact that by 
ignoring the retailer and his activities 
a bottleneck is created in the process of 
smooth flow of goods from farms and 
factories to the ultimate consumer, much 
to the detriment of all — the commu¬ 
nity, the entrepreneur and the state. 

Significant Advance 

Much progress of late has been made 
in improving retailing efficiency. At 
first, such progress concentrated upon 
what might be called the cost revenue 
approach. Significant advances have 
been made in retail accounting systems 
and with the advent of sophisticated in¬ 
ventory and control system, the effici¬ 
ency of many retailing institutions has 
reached a high level. Efficient processes 
have been developed for such varied as¬ 
pects of retail management as store loca¬ 
tion, physical lay-out of store fixtures 
and merchandise, stocking and organi¬ 
sational development, mark-up calcu¬ 
lations and procedures and warehousing. 
Most of these advances are concerned 
with increasing operating efficiency. 

Let us have a look at the various 
practices followed by the Indian retailer. 
Basically there are three elements that 
are involved in a retail transaction; 
the customer, the salesman and the 
product, and the efficiency of the retailer 
really depends upon the inter-action 
between these three. This inter-action 
itself is, however, greatly influenced by 
the operational, organisational and en¬ 
vironmental factors obtaining in a parti¬ 
cular situation and any attempt designed 
to study the problem of improving re¬ 
tailing efficiency should focus atten¬ 
tion on the constraints that flow from 
these factors and tend to hinder the 
smooth flow of the product from the 
retailer to the customer and the related 
clement of service in the process. 

The historical Jfactors which had 
largely been responsible in impairing re¬ 
tailing efficiency all over the world and 
which have since been effectively tackled 
in all the developed countries are still 
to be seen in India. The pattern of distri¬ 
butive trade in India has been fashioned 


much in the tradition of its caste system. 
Take for instance a town in northern 
India. One finds a main bazar called 
“chowk” which is crowded with nume¬ 
rous small retail shops which deal in 
food or cloth, hardwares, jewellery, and 
other small consumer goods. Groups 
of competing merchants tend to occupy 
a particular section and cling to or clus¬ 
ter around a point in the town. Thus 
there is a bazar for grain merchants, 
green groceries and so on. There is a 
street where brass-wares are sold and 
another for pottery. Other auxiliary 
service, shops, doctors, bankers, dry- 
cleaning shops congregate in the vicinity 
of the central bazar. 

This particular pattern of the lay-out 
of the various types of shops creates 
many problems of locational conveni¬ 
ence and of late under the competitive 
pressure and growing urbanisation, it 
has yielded place to a pattern where the 
town planners are providing compact 
neighbourhood in new towns — self 
sufficient in the matter of supply of 
essential necessities of life. This has 
been a big leap forward from the tradi¬ 
tional pattern of distributive trade. 
But its impact is yet limited and the 
majority of our shops still carry on in 
the traditional manner and thus conti¬ 
nue to suffer from low productivity. 
Apart from the historical reasons, the 
various environmental constraints and 
economic factors have contributed to 
the low productivity of the Indian re¬ 
tailer to a great extent. Surplus labour, 
scarcity of almost all the consumer goods 
and the seller’s market, low capital 
investment, acute competition, limited 
choice of the products to the customers 
have all contributed to this low produc¬ 
tivity. The general disdainful attitude of 
the community towards the petty re¬ 
tailer, the small trader and the merchant 
is also, in a way, responsible for the 
general lack of efficiency among the re¬ 
tail shops in the country. 

The General Poverty 

As the size of the retail shop and its 
scale of operations which have a direct 
bearing on its productivity are both 
dependent variables of the standard of 
living of the community which a parti¬ 
cular shop aims to cater to, both 
remained at a very low level because 
of the general poverty in the country. 
In fact that entire Indian market, 
barring a few very notable recent excep¬ 
tions in bigger towns of the country, is 
full of pigmy one-roomed, 10'xlO' 
shops selling a very limited range of 
assortment of goods. 

Such has been the perspective in which 
the Indian retailer has been so far opera¬ 
ting but in the recent few years some 
significant changes have taken place. 


Improving Retailing Efficiency 
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both in the attitude and expectation of 
the people and the role of the retailer in 
meeting these expectations, as also in 
production techniques and consequently 
marketing and distribution strategics of 
manufacturers and producers. Both of 
these changes have, as it were, brought 
the retailer into the focus and it is right¬ 
ly said that if the retailer is the final link 
in the chain of distribution of goods 
from the producer to the consumer and 
if he continues to suffer from structural 
and operational mal-formation, the en¬ 
tire chain becomes weak, for, no chain 
can be stronger than its weakest links. 

fhree measures therefore have obvi¬ 
ously become overdue to improve re¬ 
tailing efficiency, if experience of the 
developed countries is to be taken as a 
possible guide. 

The first of these is to bring about 
what may be called “the locational revo¬ 
lution” in the market. Far too often 
and too long the Indian retailer has been 
deciding the location of the shop on 
the basis of his own convenience and 
attachment and hence one finds the 
clustering of similar shops around a 
point in our towns. He expects the 
customers to come to his shop to pur¬ 
chase the necessary articles. This has 
to change and change very fast. The 
retailer has to locate his shop where the 
customers live, where they find it con¬ 
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venient to go and where they find simt* 
lar other necessities available to them. 

The rising expectations, the spurt in 
their incomes and influx of large number 
of workers in the market make it inevi¬ 
table for the retailer to shed his old 
inhibitions and venture forth in areas 
unknown to explore the possibilities 
of more business and customer satisfac¬ 
tion. 

Radical Change Needed 

The second of them relates to the 
freedom of the customer to move around 
in the shop and see for himself the pro¬ 
ducts, its quality and price — before the 
actual purchase. This obviously calls 
for radical changes in the existing man¬ 
ner of lay-out within our shops where 
the customer is generally barred to enter. 

The old distrust which our retailer 
has of the customer and consequently 
the practice of erecting countless barriers 
between the product and the customer, 
has to yield place to the new practices 
\ which make it possible for the customer 
to move around within the shop and 
see, know and satisfy himself about the 
product before he actually purchases it. 
Self-service sales system in staple arti¬ 
cles and self-selection sales system in 
some others have helped many a retai¬ 
ler, even in this country, to increase the 
operating efficiency manifold. The old 


counter-sales system has in fact been 
round to be a major hindrance in the 
smooth flow of goods from retailer to 
the customer. 

The third and the last factor which has 
become necessary for improving the 
retailing efficiency in the wake of recent 
convulsion in the society and general 
rise in expectations among the large 
numbers of our people, is that of adopt¬ 
ing “low cost, low service, high turn¬ 
over*' merchandising policy. Recent 
studies have revealed that the Indian 
consumer is hyper-sensitive to price and 
does not react unfavourably if low cost 
is offered with low service. In fact the 
clement of service is not at all recognised 
by him and appreciated. Under the cir¬ 
cumstances it becomes imperative for 
the - retailer seeking to improve his 
efficiency to be selective in his assort¬ 
ment, i.e., to select only those articles 
which have mass potential demand and 
to offer the same at lower cost, which 
are to be achieved by correspondingly 
lowering down of costs in the element of 
“service” that he offers. 

These are some of the areas where 
immediate attention is necessary and 
the Indian retailer, who has to play 
an increasingly important role in days to 
come will do well in preparing himself 
for meeting the exacting demands of 
future. 
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FROM THE PRESS GALLERY 

P M Survives No-Confidence Move 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday 

The opening of the monsoon session 
of Parliament this week followed the 
familiar pattern of the recent past; the 
union government faced a no-confi¬ 
dence motion at the very start of the 
session. But contrary to the past prac¬ 
tice, when no issues were listed for no- 
confidence, specific reasons were given 
this time by the sponsor of the motion, 
MrMadhu Limaye(SSP)for the want of 
confidence in the Council of Ministers. 
These were: (i) the government has 
countenanced and encouraged undemo¬ 
cratic trends resulting in threat of rigged 
elections in Kerala through manipu¬ 
lated electoral rolls and imposition 
on the people of a minority government 
which had lost the confidence of the 
Assembly prior to its dissolution; (ii) 
excessive concentration of power in the 
hands of the Prime Minister, Cabinet 
Secretariat and the Prime Minister’s 
Secretariat; and (iii) dilution of the 
principle of ministerial control and 
genera] bureaucratisation of the govern¬ 
ment. References to economic matters 
were made by a few members only; 
that too when they had political over¬ 
tones. A pertinent example of such 
references was to the unsatisfactory im¬ 
plementation of land reforms and the 
land grab movement launched by com¬ 
munists, resulting in violence and deteri¬ 
oration in the law and order situation. 

Subservience to USSR 

The government was assailed by the 
rightist members of the House for its 
total subservience to the Soviet Union. 
Most of the critics saw in the recent 
cabinet reshuffle a tendency on the part 
of the Prime Minister, Mrs Indira 
Gandhi, to foist her dictatorship. There 
were, however, differences of opinion 
on how the dictatorial tendencies were 
being bolstered. For instance, Mr 
Limaye felt that the country was being 
run by “an invisible government,”' 
comprising the Cabinet Secretariat 
which was manned by bureaucrats who 
claimed to be ‘‘communists” but who, 
in fact, were men having connections 
with “international capitalist car- 
ties.” Mr M.R. Masani (Swt.), on the 
other hand, expressed the view that the 
concentration of power by the Prime 
Minister in her own hands by taking 
under her direct charge the secret ser¬ 
vices and the secret police was on the 
pattern of the fascist and communist 
dictatorships. Mr Balraj Madhok (JS) 
accused the government of throwing 
all norms of democracy to the winds. 


This, he pointed out, was evident from 
the way in which elections were being 
rigged in Kerala. All India Radio 
and other publicity media, Mr Madhok 
alleged, were being used to boost the 
party in power. The principle of joint 
responsibility of the cabinet, he argued, 
had been give up. 

The recent visit of Madam Binb to 
the country as state guest was scathing¬ 
ly criticised by many. The attempts at 
having fresh parleys with former princes 
in regard to the abolition of their privy 
purses and special privileges and the 
grant of several licences to big business 
houses in the recent past were cited to 
stress the point that the government did 
not practise what it preached. 

Reckless Charges 

The Prime Minister stoutly denied all 
these charges. Referring to the charge 
of concentration of power in her own 
hands, she pointed out that after the re¬ 
cent reshuffle of the portfolios of many 
ministers, the Prime Minister’s Secre¬ 
tariat remained “just the same as be¬ 
fore”. Intelligence agencies, she added, 
were with the Prime Minister even in 
Britain. The departments of electronic 
and scientific and industrial research, 
she said, had been taken over by her in 
pursuance of a recommendation of the 
Administrative Reforms Commission. 
The cabinet, the Prime Minister 
asserted, functioned on the basis of 
collective responsibility. She, there¬ 
fore, thought that “reckless personal 
charges” against her and her collea¬ 
gues were unwarranted. 

Regarding the alleged rigging up of 
electoral rolls for the Kerala election, 
Mrs Gandhi pointed out that these rolls 
had been revised in January and since 
then three by-elections had taken place 
but no complaints had been made. 
She further stressed that political par¬ 
ties should not expect the government 
lo interfere with the functioning of the 
Election Commission. 

The censure motion was lost by 106 
votes — 243 against the motion and 
137 for it. The line-up for the motion 
was indeed interesting; the motion was 
supported i;ot only by the Congress (O), 
the Jana Sangh and the Swatantra 
parties (about which there arc allega¬ 
tions that they are entering into a “grand 
alliance” against the government), but 
also by the CPM and several indepen¬ 
dent members. Those who voted against 
the motion were the members belonging 
to Congress (R), the CPI, the DMK 
and the Muslim League, some members 


of the BKD and the United Independent 
Progressive Group and several inde¬ 
pendent members. The PSP abstained 
from voting. 

The recent decision of the British 
government to sell arms to South 
Africa led to a demand in the Rajya 
Sabha for our country withdrawing 
from the Commonwealth. The demand, 
however, was turned down by the 
Minister for External Affairs, Mr 
Swaran Singh, who stressed that the 
Commonwealth was not Britain's 
exclusive preserve and that Afro-Asian 
nations were in a majority in it. The 
Commonwealth, Mr Swaran Singh 
further stated, was useful to us for 
political and economic reasons. 

The Minister, of course, assured the 
House that if ever the union govern¬ 
ment came to the conclusion that the 
Commonwealth was of no use to us, 
it would say good-bye to it. For the 
time being, he seemed to counsel 
patience. 

Ridiculing the British government’s 
attempts to justify its decision on the 
ground that its trade routes needed pro¬ 
tection, Mr Swaran Singh observed 
that this doctrine had no relevance to 
the existing realities; “it conjures up a 
threat where none exists and tries to 
cover up the fact that Britain will be 
arming the racist regime of South 
Africa”. With its disproportionately 
greater military strength, South Africa, 
Mr Swaran Singh said, was a threat to 
its neighbours; it was not the other way 
round. 

British Aid to S. Africa 

As regards the distinction which the 
British government had sought to make 
between arms and equipment for mari¬ 
time defence and arms which would 
assist enforcement of the policy of 
apartheid, the Minister expressed the 
view that it could not convince any one. 
“It is our belief that any accretion of 
military strength to South Africa can 
only strengthen her resolve to continue 
the policy of apartheid. It will also in¬ 
evitably introduce a new element of 
tension and conflict, especially for the 
neighbouring African countries, and 
bring in great power rivalry and cold 
war into the Indian Ocean region”, he 
said. 

The massive exodus of Hindus from 
East Pakistan figured prominently in 
both the Houses. Though different 
cause were put forth for this exodus, 
all those who spoke on the subject agreed 
that the matter required urgent atten¬ 
tion of the government; not only with 
a view to stopping the influx into India 
but also for rehabilitating the incoming 
refugees. 

Opinions on how the problem should 
be tackled also differed widely. The 



EASTERN ECONOMIST 


235 


Ati|uM 7;19TO 

jiutti Saagfc, for instance, wanted drastic 
remedied It wasted iftternationalisa- 
tlon of the; issue by referring It to the 
UN end Severing of diplomatic rela¬ 
tions 'with Pakistan, if necessary. It 
also advocated that talks with 
Pakistan on Farrakha and the 
other river waters disputes should be 
resumed only on the condition that it 
took the responsibility of systematically 
squeezing Hindus out of East Pakistan. 
To fulfil this responsibility, the Jana 
Sangh wanted Pakistan to cede territory 
and pay cash compensation for the re¬ 
habilitation of refugees here. The 
CPI and tbe CPM members, on the 
other hand, urged the government to 
have bilateral talks with Pakistan in 
regard to all matters relating to the 
refugee problem, trade, travel, river 
waters, etc. The Congress (O) wanted 
the government to put all pressure on 
Pakistan through diplomatic channels 
to make it implement the Nehru-Liaquat 
Pact. 

The immediate provocation for the 
exodus, the CPI and the CPM members 
felt, was the. forthcoming elections in 
East Pakistan. The Muslim League and 
other parties, they argued, feared that 
Hindus would' vote with the Awami 
League of Mr Mujibur Rehman who was 
favourably disposed towards India. 
The Jana Sangh members, on the other 
hand, expressed the view that the exo¬ 
dus was nothing else but the result of 
“a genocide being practised by Pakis¬ 
tan*. 

Bilateral Talks Favoured 

The government spokesmen, Mr 
Swaran Singh and Mr D. Sanjivayya. 
the Minister for Labour, Employment 
and Rehabilitation, appreciated the con¬ 
cern of members but expressed them¬ 
selves against the demands made by 
the Jana Sangh. They favoured bilateral 
negotiations with Pakistan and argued 
that it was only by persistant pursuit 
of the policy of bilateral resolution of 
issues that the stalmate in Indo-Pakis- 
tan relations could be broken. 

As regards the causes of exodus, 
Mr Swaran Singh felt they were: 
(i) a heightened sense of insecurity in 
East Pakistan from the inactivity of the 
law and order machinery when there 
were attacks on the personal property 
of non-Muslims; (ii) increase in crime, 
particularly against women; (iii) general 
harassment of the minority commu- 
nuity; and (iv) communal propaganda 
by certain political parties. In addition 
to these, the Minister pointed out, there 
wa$ also propaganda by some people 
op both, sides of the border to the effect 
{hat migrants would get agricultural land 
in West ; ]BengaL This, however, was 
stoutly objected to by communist meru- 
feera nma argued that jotedars were using 
refugees for peeking conflict with local 


tenants who were their (the commu¬ 
nists’) supporters. 

Question 

Tea Auction: The Minister for Fo¬ 
reign Trade, Mr L.N. Misra, told the 
Rajya Sabha on July 30 that the union 
government would not come in the way 
of the Government of Assam if the latter 
wanted to open a new auction centre 
for tea at Gauhati. He admitted that the 
proposed centre at Gauhati would ad¬ 
versely affect the employment situation 
in Calcutta, which is the main centre for 
tea auctions at present. But the deci¬ 
sion on the Gauhati centre, he stressed, 
rested entirely with the Assam govern¬ 
ment; the union government could not 
intervene in the matter. Talking of the 
decline in tea exports during 1969, Mr 
Misra observed that this was due to se¬ 
veral factors, including poor off-take by 
Britain due to large accumulation of 
stocks in London, reduction in the di¬ 
rect shipments of the commodity to 
London following unremuncrativc prices 
obtaining there in 1968 and 1969 and 
lower crop in India during 1969. The 
exports of tea during the first five months 
of the current calendar year, Mr Misra 
added, had shown an encouraging trend; 
they stood at 61.8 million kgs as against 
50.8 million kgs during the correspond¬ 
ing period last year. With a view to 
stabilising the international tea market, 
Mr Misra revealed, the main exporting 
countries, at a meeting held in Mauri¬ 
tius recently, had agreed that 90 mil¬ 
lion lbs. of tea would be withdrawn from 
the estimated exports of 1970. A consul¬ 
tative committee had been formed by 
the main tea producing nations to evolve 
regulatory measures to give effect to 
this decision. 

Export Trade: Mr Misra also told 
the Rajya Sabha on July 30 that while 
it was the government’s declared policy 
to progressively lake over imports, ex¬ 
ports would be left in private hands “for 
the time being”. 

Trade Concessions: The Minister for 
External Affairs Mr Swaran Singh, 
informed the Rajya Sabha on July 30 
that liberal customs and import trade 
control concessions would be accorded 
those traders of Indian origin in Kenya 
who wish to come to India for perma¬ 
nent settlement. He estimated that about 
300 traders of Indian origin, majority 
of them British passport holders, 
would be affected by the June announce¬ 
ment of the Kenyan government that 
there would be no extension to the 
short-term trading licences given to 
these traders. These licences were given 
to enable them to wind up their busi¬ 
ness by a certain date. 

Ducgapur Steel: The Minister for 
Steel and Heavy Engineering, Mr B.R 
Bhagat, informed the Lok Sabha 


on July 28 that the ^Pverni&ent 
did not favour the shifting of 
Durgapur steelworks from West Bengal 
to.any other place in view of theende- 
mi^labobr treble the 

Minister of Staf£-for Steel and Heavy 
Engineering, Mr Shall Qurcshi, turned 
down in the Rajya Sabha On July 27 a 
suggestion to withdraw the Central Re¬ 
serve Police and the Industrial Security 
Force from Durgapur, 

Foreign Aid: The Minister for 
Finance, Mr Y.B. Chavan, told the Lok 
Sabha on July 28 that the total aid 
commitments from the Aid-India 
Consortium countries during 1970-71 
were likely to be of the order of Rs 
640 erores, as againt Rs 610 crores last 
year. This included both project and 
non-project aid. So far in the current 
financial year, agreements have been 
signed for a total of 1117.5 million (Rs 
88.1 crores) aid, consisting of $15 million 
(Rs 1J.25 crores) of debt relief 
from the IBRD, $62.5 million (Rs 46.9 
crores) of project aid from IDA and $40 
million (Rs 30 crores) of project aid from 
the IBRD. 

Pre-fabrlcated Housing: The Minis¬ 
ter of Health, Family Planning, Works, 
Housing and Urban Development, Mr 
K.K. Shah, told the Rajya Sabha on 
July 29 that the government was exa¬ 
mining the recommendation of an ex¬ 
perts committee to set up six new fac¬ 
tories for the production of prefabrica¬ 
ted building materials. Each factory, 
he added, would cost about Rs 2.5 
crores. The working of Hindustan 
Housing Factory, the Minister said, had 
yielded a profit of more than Rs 6 lakhs 
during 1968-69. The cost of production 
of pre-fabricated materials, he conceded, 
might not be lower than those produced 
by conventional methods, but the main 
advantage in the case of the former ones 
was that construction was much quicker. 

Housing Shortage: The Minister of 
State for Housing, Mr Pcrimal Ghosh, 
informed the Lok Sabha on July 28 that 
the estimated housing shortage in April 
last year was 119 lakh units in the urban 
areas and 718 lakh units in rural areas. 

Employees' Insurance: The Minister 
for Labour, Employment and Rehabili¬ 
tation, Mr D, Sanjivayya* told the Lok 
Sabha on July 30 that the employees' 
state insurance scheme was likely to be 
revised to include the central govern¬ 
ment share in its fund. 

Ordnance Factories: The Minister for 
Defence Production, Mr P.C. Sethi, told 
*the Rajya Sabha on July 30 that the 
government was considering the setting 
up of a high level Ordnance Production 
Board with adequate administrative and 
financial powers for the better manage¬ 
ment of ordnance factories. The assem¬ 
bly of the improved version of MIG-21 
aircraft, he added, would commence in 
1973-74. 
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WINDOW ON THE WORLD 

Exchange of Danish Know-How 


The international exchange of indust¬ 
rial know-how and the establishment of 
technical and commercial collaboration 
across national boundaries are today 
vital factors in eliminating the techno¬ 
logical-managerial gap and achieving 
the optimum return on invested 
industrial capital. 

This basic fact forms the foundation 
for the common economic interests in 
• all countries in the purchase, sale and 
exchange of industrial know-how in the 
widest sense, as a two-way traffic across 
national borders. No nation interested 
in economic development would wish 
to miss its share in this stream of in¬ 
dustrial expertise. The advantages are 
both obvious and considerable. 

Against this background the syste¬ 
matic, co-ordinated presentation of an 
industrial nation’s technological, pro¬ 
ductive and marketing knowledge — 
industrial know-how — in informative 
lists of available complete plant, turnkey 
projects, know-how and licensing pro¬ 
jects was a welcome innovation on the 
international market when it was intro¬ 
duced by Danish industry. 

Practical Idea 

Representatives of finance and in¬ 
dustry expressed satisfaction when the 
Federation of Danish Industries, some 
two years ago, published a combined 
Danish outline of technical-commer¬ 
cial co-operation with many qualified 
Danish industrial concerns who offered 
production collaboration of different 
types, including joint venture projects. 

The idea was simple and practical: 
to make relevant information on Danish 
industrial projects readily available to 
industrial or capital groups, planning 
and investment offices in other count¬ 
ries. This would assist in more conve¬ 
nient selection of the projects that could 
be of interest, and be related to an effec¬ 
tive distribution of follow-up informa¬ 
tion in the form of printed project-data 
sheets containing further details of the 
technical process, production method 
or product concerned. Information was 
also provided about investment pros¬ 
pects, managerial and administrative 
assistance, training of key personnel, 
on-the-spot assistance by Danish techni¬ 
cians, and other details. 

This comprehensive plan for industrial 
co-operation has proved successful. 
Since it was launched in 1967, a number 
of production collaboration agreements 
have been reached with concerns in 
highly industrialised countries, develop¬ 
ing countries and in some cases with 


state-operated production concerns in 
socialist countries. New productions, 
some of them involving Danish capital 
investment, have started in a number 
of countries. 

A revised and considerably expanded 
summary has now been prepared of the 
collaboration offered by Danish in¬ 
dustries in the form of turnkey, know¬ 
how and licensing projects. Many 
of these also involve investment and can 
thus develop into a joint venture. The 
projects involve all the main industrial 
groups: food and beverage industries, 
textile industries, wood industries, fur¬ 
niture, paper industries, plastics, chemi¬ 
cal industries, pharmaceuticals, stone 
and clay industries, electrical and non¬ 
electrical machinery, metal products, 
etc. 

Industries Involved 

The internationally-known Danish 
industries involved include, for instance, 
the cement machinery industry, in 
which a large Danish engineering firm 
specialises in complete cement plant, 
supplying all equipment and the know¬ 
how involved in cement production. 

The machinery and know-how from 
the food and beverage industries are 
also worth study. Complete sugar-diffu¬ 
sion plant and glucose production sys¬ 
tems are offered. In many countries 
these highly advanced production units 
contribute to the national housekeeping. 
Other projects involve complete slaugh¬ 
ter-houses, modern dairies, cold stores, 
fish-meal factories and many other types 
of plant. 

Complete breweries built by Danish 
specialists are in operation in all parts 
of the world. The secrets of producing 
good lager beer, soft drinks, etc., are 
industrial know-how developed as a 
speciality by Danish industry and made 
available to other countries. 

Danish inventions are involved in the 
delivery of complete special plant for 
spray-drying in chemical industries, 
ceramic industries and the paint and 
tanning sector — a technical process 
that has won great interest in many 
industries. 

In the light of the huge sums invested 
in practically every country to provide 
new housing and industrial buildings it 
is understandable that there is a great 
demand for rationalised prefabricated 
building systems. Danish industrialised 
building methods are among the most 
advanced, and a large number of agree¬ 
ments have been made with foreign 
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licensees to cover local production de¬ 
mands in all parts of the world. 

Closely related to this field are the 
projects for complete hotels, involving 
construction and all external and inter¬ 
nal equipment. These turnkey projects 
are tne result of collaboration by a 
group in Denmark representing indust¬ 
rial building and hotel equipment 
(modern furniture, refrigeration and 
ventilation plant, etc.). Also complete 
hospitals might be mentioned. 

The latest examples of Danish in¬ 
dustrial know-how include the develop¬ 
ment of a method of dry-production of 
non-woven material for paper and tex¬ 
tile-type paper products, such as ordi¬ 
nary paper and cardboard, clothing, 
bed linen, towels, serviettes, building 
materials such as building boards, wall¬ 
paper, artificial leather and many other 
items. A prominent Danish inventor 
is responsible for this project, which is 
followed closely by paper and related 
producers. 

The above examples from the new 
summary are far from complete. The 
new summary contains know-how and 
turnkey projects in most important in¬ 
dustrial sectors, including paint and 
lacquer production, packaging, com¬ 
puter service for chemical and other 
industries, chemical and pctro-chemical 
plant, machines, metal products, trans¬ 
port, building materials, prefabricated 
housing systems, etc. The plan also 
includes know-how in idea-development 
and innovation in the technical fields 
as a whole. 

One of the Highest GNP 

The foreign purchase of industrial 
products in Denmark amounted in 1969 
to about 1,800 million US dollars, 
(13,500 million D. Kr.). The gross per 
capita national product (current prices) 
was approximately 2,540 US dollars for 
Denmark in 1968, one of the highest in 
the world. 

Another barometer of Denmark’s 
fund of industrial knowledge is the 
foreign purchase of technical-commer¬ 
cial know-how in Denmark in the form 
of rights to Danish patents, trade marks, 
Danish designs, etc. This includes 
legally protected production methods, 
processes or products. 

The established Danish industrial co¬ 
operation system can arrange effective, 
rapid contact with Danish industrial 
firms. Danish embassies abroad, as well 
as local organisations, and the main in¬ 
dustrial organisation in Denmark, the 
Federation of Danish Industries in 
Copenhagen, and Industrial Know-How 
and Licensing Assistance Centre, makes 
free copies of the printed summaries and 
the appropriate project-data sheets 
available as a basis for direct negotia¬ 
tions with Danish firms on industrial 
collaboration agreements. 
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As I apprehended last week, the “grand 
alliance” concept has promptly dashed 
itself to pieces on the rock of realities. 
The more pragmatic programme for a 
working arrangement among nationa¬ 
list, democratic parties to function in 
Parliament as a co-ordinated opposition 
to the government, however, has emer¬ 
ged as a strong and clear possibility, 
thanks to the very factors which have 
wrecked the “grand alliance” proposal. 
Thus the official Congress, now con¬ 
vinced that there is too much domestic 
resistance to any move capable of being 
interpreted as an ideological compro¬ 
mise with reactionary political forces, 
has been forced to realise that, in the 
circumstances, the only means it has of 
organizing an effective opposition to 
the party in power is day-to-day co¬ 
operation with as many opposition 
groups as possible on all such issues as 
are at all capable of being dealt 
with in this manner. To the extent that 
this strategy cannot be pursued indefi¬ 
nitely on a purely ad hoc basis, an under¬ 
standing will no doubt have to be 
reached among these parties or mo it of 
them for systematic co-opcration sooner 
rather than later. 

Meanwhile it is clear enough that the 
official Congress party has had a diffi¬ 
cult time of it in trying to keep itself 
together in the face of the first serious 
test of its cohesiveness. The interests 
of its state units in Gujarat and Mysore 
have come to clash sharply with the 
plans of the national leadership to build 
a united front against the ruling Cong¬ 
ress party in Parliament and, within the 
national leadership itself, there are 
dissensions which reflect partly the re¬ 
servations entertained by the pradesh 
bodies and partly the clash of personali¬ 
ties at the top. In fact, it may not be 
an exaggeration to suggest that there 
seems to be even less mutual trust bet¬ 
ween Mr Morarji Desai and Dr Ram 
Subhag Singh these days than between 
Mrs Indira Gandhi and Mr Y.B. 
Chavan. Arc wc to suppose that our 
political leaders have become such in¬ 
corrigible individualists, if not egoists, 
that they must quarrel among themselves 
not only for the loaves and fishes of 
office, but also for the largely non-exis¬ 
tent “percentages” of non-office? 

* ♦ 

There is not much point in discussing 
the “merits” of the Orissa agitation for 
a second steel plant, since the central 
government’s recent decision on new 
steel plants was prompted by political 
considerations and, indeed, by con¬ 


siderations of narrow political advan¬ 
tage accruing to the ruling parly. At 
the same time, it uould be difficult to 
find fault with Mr B.R. Bhagafs asser¬ 
tion that the expansion of capacity at 
Rourkela ought to take precedence over 
the establishment of another steel plant 
somewhere else in the same state. Only, 
the new Steel Minister no doubt knows 
in his heart of hearts that his argument 
can and perhaps should be extended logi¬ 
cally to cover the more general proposi¬ 
tion that the proper working, let alone 
the expansion, of existing steel plants 
not only at Rourkela, but also at all 
the other steel centres should enjoy a 
higher priority than the initiation of 
new projects anywhere in the country. 

♦ * 

\ If Mr Prakash L. Tandon’s remark¬ 
able performance at the STC seems 
less impressive than it is, he has only 
himself to blame. As one of the out¬ 
standing executives in the private sector, 
he came to the STC as its chairman with 
a rich reputation for his experience and 
mastery of modern business manage¬ 
ment. His skills were bound to make a 
large impact on an organization which, 
conceived in political opportunism, 
has grown into a sprawling and spoilt 
Leviathan over years of bureaucratic 
amateurism and adventurism. The 
STC, in other words, had been brought 
to such a state that any change for the 
better in its technical and commercial 
leadership was bound to produce strik¬ 
ingly improved results and the appoint¬ 
ment of Mr Tandon as its chairman was 
not merely just a change for the better 
but a revolutionary transformation of 
its managerial prospects. 

Although the STC enjoys the ad¬ 
vantage of being able to spread its over¬ 
heads increasingly widely thanks to a 
largely automatic expansion of its busi¬ 
ness induced by the government’s com¬ 
mitment to the growth of state trading, 
Mr Tandon’s personal contribution to 
the efficiency and economy of its opera¬ 
tions, through tighter inventory control 
and other improved managerial prac¬ 
tices, has helped to raise its profitabi¬ 
lity significantly. This is not to sug¬ 
gest, however, that all is well at Chandra- 
lok, the new premises of STC. There is 
still far too much talk or suspicion 
of corruption and the only remedy possi¬ 
ble here of course is that Mr Tandon 
should persevere with the streamlining 
and modernising of his organization. 
One of his first objectives, rightly, has 
been the delegation of authority and dis¬ 
persal of the decision-making processes. 
This policy must continue, but simul- 


taneemsiy greater emphasis should be 
laid on effective vigilance procedures 
operating through a system of strategic 
checks and inspection and the stricter 
accountability of officers. As for the 
larger question of the socio-economic 
cost of state trading or even the STC 
to the nation, it is a matter with which 
Mr Tandon can be expected to concern 
himself, like the rest of us, only in his 
capacity as a citizen. 

* * 

The countries which are in “this aid 
business”, as it is cynically phrased, have 
built themselves a wide variety of repu¬ 
tation. Canada, for instance, seems to 
enjoy high commendation. Although 
its “aid” operations arc necessarily on 
a smaller scale than those of some other 
countries, especially its neighbour, the 
United States, it has managed to com¬ 
mand international respect for the ob¬ 
jectivity (amounting almost to a pure 
ethical quality), of its aid policies. 
Observers arc particularly impressed by 
the fact that, in Canada, public opinion 
is ahead of the government on the issue 
of liberalising the terms as well as the 
quantum of development assistance. Mr 
Lester Pearson, it Aould seem, is only 
the well-articulated conscience of the 
Canadian nation. Incidentally, it 
needs to be widely known and apprecia¬ 
ted in this country that, in terms of net 
development assistance extended to 
our government and our people, Cana¬ 
da ranks next only to the United States 
and Great Britain. 

Another country which could boast 
of a “good” name in “this aid business” 
is Sweden. Although the scale of Swe¬ 
den’s development assistance to this 
country is relatively small, its quality 
is of the highest, largely because the 
Swedish government has been often 
taking the initiative in advising and guid¬ 
ing our government in obtaining the 
best, value for “aid” funds spent on pur¬ 
chases from Swedish industry. The 
Swedish government, in other words, 
seems to be greatly concerned to ensure 
that only reasonable prices arc charged 
by Swedish industry on supplies financed 
by Swedish development aid. Inci¬ 
dentally, a major means of utilisation 
of Swedish “aid” has been joint ventures 
in which Swedish firms collaborate with 
Indian enterprises. A collection of pro¬ 
files of “Swedish Colloborations in 
India”, published by the Commercial 
Attache of the Swedish Embassy in 
New Delhi, lists 36 Swedish firms and 
40 Indian firms as being in this field. 

V.B. 
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Trade Winds 


CURBS ON PLEDGED SHARES 

Companies which pledge shares above 
the value of Rs 50,000 to banks or other 
institutions, will have to surrender the 
voting rights to them. The surrender 
will be limited to the pledged shares. 
This decision was taken by the union 
cabinet on July 30. The banks will exer¬ 
cise the voting rights in consultation 
With the LIC and the Unit Trust. The 
borrower-companies will be given ade¬ 
quate time to repay the loan. Only if 
they fail to do so within the specified 
period, the “surrender” clause would 
come into operation. 

IMPORT OF TV SETS BANNED 

The union government has been per¬ 
mitting the import of TV sets gifted by 
near relations abroad to persons resid¬ 
ing in areas covered under ATR’s TV 
programme. With the development of. 
indigenous production and the avail¬ 
ability of TV sets made in the country, 
the union government has decided that, 
with effect from August 1, 1970, no 
further applications for import of TV 
sets will be entertained. 

DEFERRED PAYMEMTS TO JAPAN 

An agreement allowing this country 
to defer repayment of 9,148 million yen 
(about Rs 19.05 crores) in debts to 
Japan was signed recently between the 
President of the Japan Export Import 
Bank and the Indian Ambassador in 
Japan. 

COTTON CORPORATION 

The Minister of State for Foreign 
Trade, Mr L. N. Mishra, told 
the Lok Sabha regarding the establish¬ 
ment of the Cotton Corporation 
of India in the public sector. The 
corporation will take over the entire 
import trade in cotton from a date 
which will be notified shortly. From 
that date, the practice of issuing 
import licences to user mills will be dis¬ 
continued. Instead, import licences will 
be issued to the cotton corporation, with 
an endorsement in favour of the user 
mills for which the imported stock is 
intended. The corporation will consult 
the user mills in regard to their require¬ 
ments and conclude contracts in consul¬ 
tation with them. In effecting purchases 
and concluding contracts, the corpo¬ 
ration will draw upon the experience of 
those who have been engaged in this 
trade in the past. 

It will be headed by a chairman and 
managed by a managing director. 


Arrangements for the establishment of 
its office have been taken in hand and 
are expected to be completed very early. 
Considering that the import of cotton in 
a year is of the order of Rs 85 to 90 
crores, the corporation will have an 
authorised capital of Rs 5 crores and a 
paid-up capital of R$ 50 lakhs which 
will be subscribed fully by the govern¬ 
ment. 

E.C.G.C. NEW SCHEMES 

The Export Credit and Guarantee 
Corporation (ECGC) has introduced 
some new schemes in order to encourage 
export of technical services and to help 
Indian firms to take up construction 
works abroad. The ECGC, which has 
so far been covering credit risks in res¬ 
pect of export of goods only, has now 
introduced a “services policy” scheme 
which will protect the Indian firms 
against the risk of non-payment for ser¬ 
vices rendered to foreign parties. This 
cover is available for invisible exports 
in the form of technical or professional 
services, royalties, hiring and leasing, 
copyright fees, etc. The Indian firms, 
which secure orders for execution of 
construction works abroad or for ren¬ 
dering technical or professional services 
to foreign parties may need credit faci¬ 
lities from banks, which make available 
such credit as “packing credits” to be 
adjusted within 180 days of the date of 
advance by negotiation of bills relating 
to the contract or by remittances receiv¬ 
ed from abroad in respect of the con¬ 
tract. ECGC has evolved a separate 
packing credit guarantee to cover such 
advances in the same line as it is at 
present covering pre-shipment advances 
made by banks for execution of orders 
for export of goods. The new guarantee, 
like the existing packing credit guaran¬ 
tee, will protect the banks against 
66§ % of any loss that may arise due 
to the insolvency of the ‘exporter’ or 
his protracted default. 

ECGC has also extended the scope 
of its export performance guarantee to 
cover guarantees given by Indian banks 
to banks in a foreign country in respect 
of advances made by the foreign bank in 
local currency to the Indian firm doing 
construction works or rendering ser¬ 
vices to parties in that foreign country. 
Besides, the ECGC has decided to 
raise the limit up to which advances can 
be made by banks under the export 
finance guarantee from 25 per cent to 50 
per cent of the f.o.b. value of the goods 
exported, subject to the condition that 


the actual advance made should not ex¬ 
ceed the value of cash assistance and 
duty drawback that would accrue on the 
relative shipment. 

CREDIT GUARANTEE CORPN 

The union cabinet has decided to set 
up a credit guarantee corporation. It 
will testify to the soundness of projects 
of smallentrepreneurs who ask for bank 
loans up to Rs one lakh. The grant of 
loan will depend on the report of the 
proposed corporation rather than the 
old criteria of creditworthiness. 

REVISED DRUG PRICES 

The small-scale pharmaceutical units 
have been given another month’s time 
for furnishing the revised price lists to 
the retailers. They can now do so by 
August 31, 1970. Those among these 
units who want to opt in favour of the 
alternative scheme of pricing can alst> 
do so by that date. According to a noti¬ 
fication issued by the union govern¬ 
ment on July 28, extending the period, 
a small-scale unit will mean an industrial 
unit with an investment of not more 
than Rs 7.50 lakhs in plant and machi¬ 
nery irrespective of the number of per¬ 
sons employed. It may be recalled that 
the Drugs (Prices Control) Order 1970 
issued on May 16 had said that all 
pharmaceutical manufacturers should 
supply the retailers with the revised 
price lists within a period of two 
months. This period was later extended 
up to July 31,1970. Those, who wanted 
to opt for the alternative scheme of 
pricing, were also required to do so by 
July 31, 1970, The small-scale units 
have now been given one more month 
to do so. 

Instructions have been issued that 
retailers will sell even their old stocks, 
which bear on the packs pre-revision 
prices, at the revised prices, 

DRUGS PRICES REVIEW BOARD 

Consequent on the issue of the Drugs 
(Prices Control) Order, 1970, govern¬ 
ment has decided to appoint a Drugs 
Prices Review Board consisting of tne 
following members : Mr M. Rama- 
krishnayya, Joint Secretary, Ministry 
of Petroleum and Chemicals & Mines 
& Metals. (Dept, of Pet. & Chem.) 
as Chairman and Mrs Prcma Johari, 
Joint Secretary, Dept, of Health & 
Family Planning, Mr R. K. Talwar, 
Joint Secretary, Dept, of Internal 
Trade, Ministry of Industrial Develop¬ 
ment, and Internal Trade, Mr P. S. 
Ramachandran, Drugs Controller, 
DGHS., Dr B. Shah, Industrial Advi¬ 
ser, DGTD., and Mr N. Krishnan, 
Chief Cost Accounts Officer, Ministry 
of Finance as members and Mr A. 
Satyanarayana, Deputy Secretary, 
Dept, of Petroleum and Chemicals as 
Member-Secretary. The functions of the 
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Board will generally be as follows : 
<i) to examine the revised price lists as 
furnished by the industry under the 
provisions of the Price Control Order 
and to recommend refixation wherever 
necessary; (ii) to examine representa¬ 
tions against the fixation of prices of 
bulk drugs and to recommend fair 
prices; (iii) to consider and re¬ 
port on issues arising out of the alter¬ 
native scheme of pricing as provided in 
the Price Control Order; (/v) generally 
to keep watch over the drug prices, 
and formulated; and (v) to consi¬ 
der and report on such matters as may 
he specifically entrusted to it by govern¬ 
ment. The tenure of appointment of the 
Board will be for one year or till such 
date as the work is assigned to the 
Bureau of Industrial Costs and Prices, 
whichever is earlier. 

ESSENTIAL COMMODITIES 

The Ministry of Industrial Develop¬ 
ment and Internal Trade on July 24, 
1970, declared the commodities specified 
below to be essential commodities: , 

(1) Bare copper rods, wires and strips 
of all sections; (2) braided copper con- 
dutors; (3) enamelled copper/alumi- 
nium rods wires and strips of all sec¬ 
tions; (4) cotton, silk, paper, fibre, glass 
tape, etc., covered/copper/aluminium 
rods, wires and strips of all sections; 
(5) copper/aluminium rods, wires and 
strips of all sections coated with tin 
and/or other metals; (6) copper fuse 
wire; (7) copper clad steel wire, (s) 
grooved contact wire; (9) paper insulat¬ 
ed lead sheathed cables with copper/ 
aluminium conductors; (10) rubber in¬ 
sulated cables with copper/aluminium 
conductors; (11) rubber insulated 
flexible trailing cables with copper/ 
aluminium conductors; (12) PVC polye¬ 
thylene/cross-linked polyethylene/plastic 
cables with copper/aluminium conduc¬ 
tors: (13) aluminium conductors steel 
reinforced/all aluminium conductors; 
(14) coaxial and drycore cables for 
communication; and (15) other types of 
cables and wires with copper/alumi- 
nium conductor not specified above. 
In this, ’‘copper” means electrolytic 
copper and “aluminium” means elec¬ 
trolytic aluminium. 

I.D.A. FUNDS 

This country has welcomed the doubl¬ 
ing of the current rate of replenishment 
of funds of the International Develop¬ 
ment Association, the World Bank’s 
soft loan affiliate, from $ 400 million a 
year in the three-year period 1968-71 to 
$813 million a year in 1971-74. Official 
circles believe that the efforts of the 
World Bank President, Mr Robert 
McNamara, have proved fruitful, 
though his one billion dollar a year 
goal is not immediately in sight—a 
good augury of a somewhat improved 


climate for development aid. Twenty- 
two developed nations will make up a 
total contribution of $ 813 million a 
year for the next triennial replenish¬ 
ment, effective from July 1, 1971. The 
World Bank also expects some contri¬ 
butions from new sources so that the 
three-year total might be around the 
% 3 billion. 

BILLET DISTRIBUTION POLICY 

The new billet distribution policy, 
which will come into effect from August 
1,1970, is based on an estimated availa¬ 
bility of 53,000 tonnes of billets per 
month for domestic use. Mr Mohd. Shafi 
Qureshi, Deputy Minister for Steel and 
Heavy Engineering, indicated that the 
earlier policy was based on an estimate 
of 75,000 tonnes per month. As the 
actual supplies were less, it was decided 
to make the policy more realistic. 
He added that any excess supplies would 
automatically go to increase the normal 
quota of all the re-rollers. Out of the 
monthly availability of 53,000 tonnes, 
the quota for rolling bars and rods for 
indigenous consumption will be 25,000 
tonnes. The quota for rolling bars and 
rods for export will be 9,000 tonnes. 
The Engineering Export Promotion 
Council will get 2,500 tonnes, DGS& D 
contractors 4,000 tonnes and Railway 
Workshops 1,500 tonnes. 

PRODUCTIVITY IN STEEL PLANTS 

The estimated productivity in terms 
of ingot tonnes per man year in the 
works departments after the current 
stage of expansion is reached would be 
85 in Bhilai, 75 in Rourkela and 70 in 
Durgapur. The actual productivity in 
1969-70 in terms of ingot tonnes per 
man year was 79 in Bhilai, 54 in Rour¬ 
kela and 45 in Durgapur. The labour 
productivity in terms of ingot tonnes 
was stated to be 208 in the USA, 140 
in the USSR, 125 in Japan, 123 in 
France, 109 in Australia, 102 in the 
UK and 97 in West Germany. 

ATOMIC ENERGY 

The Atomic Energy Commission has 
proposed a Rs 1.250-crore atomic ener¬ 
gy programme for the decade 1970-80 
which will aim at producing 2,700 mw 
of nuclear power before 1980. The pro¬ 
gramme was presented on July 25, by 
the Chairman of the Commission, Dr 
Vikram Sarabhai, at a meeting of the 
Consultative Committee of MPs for 
Atomic Energy and later at a press con¬ 
ference. The commission has compiled 
a profile for the decade 1970-80 for 
atomic energy and space research. The 
programme proposes to set up new 
power stations of 1,700 mw of which 
construction should start during the 
current Plan. It will be necessary to 
design and construct advanced thermal 
reactors of about 500 mw unit size 
which would lower the capital cost of 


power stations, while still producing 
plutonium for future needs in fast breed¬ 
er reactors. The programme includes 
completion of fast breeder test reactor 
and experience with technology of pluto¬ 
nium enriched fuel, its fabrication and 
reprocessing, sodium coolant techno¬ 
logy, and experience with thorium bred 
U-233 fuel. 

WORK ON NEW STEEL PLANTS 

The large volume of work relating to 
project reports and other consultancy 
services for the new steel plants Rt 
Visakhapatnam. Hospet and Salem, is 
proposed to be distributed among com¬ 
petent Indian consultancy organisations 
in the public and private sectors. Mr 
Mohd. Shaft Qureshi Deputy Minister 
for Steel and Heavy Engineering, added 
that supply of equipment and construc¬ 
tion of the new plants would be under¬ 
taken by public sector agencies with 
such assistance as might be necessary 
from private sector organisations. 

NATIONAL SAFETY AWARD 

Gujarat Refinery has been awarded 
the National Safety Award for the year 
1969. This is the third year in succession 
that refinery has won this honour. In the 
years 1966 and 1967, this refinery was 
awarded the National Safety Award by 
the National Safety Council of Chicago 
for good safety performance. During 
the year 1968 this refinery was awarded 
the National Safefy Award based on the 
longest accident-free period with a 
cash prize of Rs 25,000 by the union 
Ministry of Labour and Employment. 
This refinery was also declared as the 
second best factory in the country in a 
competition organised by the Baroda 
Productivity Council in 1968. 

STATEHOOD FOR HIMACHAL 

The union government has decided 
to grant full statehood to Himachal 
Pradesh and a Bill is to be introduced in 
Parliament as early as possible to give 
effect to this decision. The announce¬ 
ment about the government’s decision 
was made in the Lok Sabha on July 31, 
by the Prime Minister, Mrs Gandhi. 

NAMES IN THE NEWS 

Mr. M. P. Abel, Financial Controller, 
Oil India Limited, is due to retire, soon, 
after a distinguished service of over four 
decades to the oil industry in India. 
He will be succeeded, as Financial Con¬ 
troller, by Mr S. N. Bhat, a senior 
official of the Railway Accounts Service, 
who had been appointed earlier, as 
Financial Adviser, Oil India Limited. 

Mr S. D. Mehra, Retd. Secretary and 
Treasurer, State Bank of India, has 
taken over as Chairman and Chief Exe¬ 
cutive Officer of the Bank of Rajasthan 
Ltd. 
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SALIENT FEATURES 




1967-68 

1968- 69 

1969-70 

Exports 

Rs. Crores 

23.6 

48.5 

55.1 

Imports 


115.8 

114.1 

150.2 

Domestic 


1.8 

4.6 

5.4 

Total sales 1 


141.2 

167.2 

210.7 



(46.3) 

(47.2) 

(47.6) 

Total expenditure 2 

,, 

4.1 

4.5 

4.0 

Profit before tax 


7.7 

12.1 

12.7 

Profit after tax 


2.3 

4.0 

5.2 

Dividend 


0.3 

0.4 

1.0 

Equity capital 1 


2.0 

2.0 

5.0 

Reserves 

, , 

9.6 

13.4 

11.8 

Stocks 


40.9 

30.6 

17.9 

Debtors 


23.4 

23.1 

20.5 

Overdraft at year-end 


-13.6 

—3.7 

+1.4 

Profit before tax: sales 

o, 

/<> 

5.4 

7.2 

6.0 

Stocks : sales 

o 

/1> 

28.9 

18.3 

8.5 

Expenditure: sales 

% 

2.9 

2.7 

1.9 


1. Figures in bracket show sales of our fertilizer import business that was trans¬ 
ferred to Minerals & Metals Trading Corporation on 1-1-1970. 

2. Total expenditure includes interest. 

3. Increase due to two successive bouus issues. 


The Directors* report giving an 
account of their stewardship is in your 
hands; and above wc have given some 
key figures of our performance which 
speak for themselves. i can only 
say that it was a generally bright year 
for your Corporation, of growth healthi¬ 
ly achieved, with a more efficient de¬ 
ployment of resources—men, money and 
materials. For this all credit is due to 
the Ministry of Foreign Trade for their 
support; and the dedicated efforts of 
our own men and women, who can be 
justly proud of their achievement. 1 
owe deep personal gratitude to the 
Minister and his Secretary for their 
always permissive and sensitive support 
to me. 

But there is a submission that 1 would 
like to make on the Corporation's pro¬ 
fitability for your serious consideration. 

While profitability at 6.0% of turn¬ 
over is poor by all standards, when it 
should be around the customary 10% 
plus, we are nevertheless constantly 
under pressures to reduce our prices 
and margins. As the scope for further 
saving in inventories and expenditure 
is now nearly exhausted, such pressure 
will only lead to a yet further reduction 
in profitability. 

In keeping with my own past practice 
while leaving you to judge the perform¬ 
ance of the Corporation from its Annual 
Report and Accounts, reflecting the 
much it has done well but the much 


more that it needs to do better, may I 
turn to an aspect of the Corporation, 
namely, its Accountability-a matter 
of some importance, in which wc are all 
vitally interested. 

Much is said about the [stricter 
accountability of the Public Sector, 
belonging as it does to a single national 
shareholder, and therefore the society 
in general. I believe this depends upon 
how you define accountability. The Re¬ 
view Committee on STC in its report 
made some comments which are worth 
quoting : 

‘The Corporation needs a new defini¬ 
tion of its accountability. Various ins¬ 
titutions, Government, public and 
parliamentary ask numerous questions. 
This to us does not by itself constitute 
accountability in a public undertaking. 
Answering questions on its operations, 
especially when a crisis occurs, is also 
not real accountability.’ 

‘To us the ultimate test is one of tar¬ 
gets set, performance measured and an 
account given. The more the Corpora¬ 
tion concentrates upon this absolute 
concept of accountability instead of to 
whom it is responsible, the healthier it 
will become, and will the criticism it 
will receive in future.’ 

‘True accountability in our opinion 
is a system in-built in the Corporation 
to measure, appraise and convey its 
performance.’ 

‘A model built of the Corporation 


would show that while its core function 
is marketing, with contributing service 
functions around it, at the bouhdartf It 
has a somewhat larger than usual span 
of those with whom it has to deal— 
Ministry and Government, trade and 
industry, commodity boards and export 
promotion councils, agencies of Govern¬ 
ment abroad, press, public. Parliament¬ 
ary committees, and Parliament itself 
at the very top/ 

‘To all these the Corporation is res¬ 
ponsible, and its accountability lies in 
how well it plans and budgets, measures 
and appraises, and regularly conveys 
the results’. 

To sum up, the question is not to 
whom the Corporation ^ responsible, 
but how it conceives and discharges its 
responsibility/ 

Accountability, therefore, must be 
viewed as not just answering the 
‘casual question’, but a complex of sys¬ 
tems and relationships internalised 
within, and externalised at the peri¬ 
phery—a style of management: a way 
of life for the Corporation. Let me ela¬ 
borate. 

At present, all that a company, public 
or private, is required statutorily to do 
is to prepare its annual accounts on a 
format laid down under the Companies 
Act, which shows some figures for the 
year and others on the last day of the 
year, together with as brief an account 
as they like by the directors. And this 
can be done any time within six months 
of the year-end, or later with permission; 
by when it has become history anyway. 

For public undertakings, there are 
though some quite shrewd and incisive 
appraisals, but these are done once in a 
while, and that also some years after 
the event, by when the men responsible 
have usually moved on and the decisions 
have lost their pristine freshness; when 
it is difficult to recall the pros and cons 
that weighed with the decision makers 
at the time, and especially the nuances 
that often determine a decision. 

If I may be forgiven I would liken 
it to inspectors of a shipping line board¬ 
ing a ship, say, at Tokyo, on its journey 
from Bombay to Tokyo and addressing 
the captain, who has prepared himself 
to give a full account of the voyage thus; 
‘We should likfe to discuss with you. 
Captain, the fuel efficiencies and the 
quantity of fuel bought on the voyage 
that this ship took six years ago, from 
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Rotterdam to Buenos Aires, because 
we find from records that the fuel 
consumption and the price paid on that 
voyage was on the high side, and you 
did not issue a tender.’ 

The captain will no doubt find this 
valuable excercise, but more valuable 
will it have been to have discussed 
with him, the voyage that he had 
just completed. Today, economic and 
industrial events move very fast indeed, 
and a post-mortem of yesterday is likely 
to be more helpful than an exhumation 
of some years ago: of a past long dead 
disinterred. 

Equally important as the time factor 
is the quality and content of .the.exatai? 
nation. While pointing out shortfalls, 
ideas should be brought to the surface 
that are translable into an immediate 
improvement in operations and results; 
and thus to leave the management with 
a knowledge of where it did well, or 
badly or should do better in the future. 
Important, too, that the examination 
should not merely confine itself to the 
propriety of action^ but also their re¬ 
sults, for after all in the end essential 
though it is that a company has follow¬ 
ed the rule it is yet more important that 
it has produced results. 

An examination which leaves a 
management feeling bigger and better, 
with new directions before it, will bene¬ 
fit the organisation: conversely, as the 
one that leaves a management crest¬ 
fallen will have harmed it. But these are 
problems of large Corporations the 
world over today, of how to appraise 
their units and encourage them to 
do better There will always he cases 
where a top management has consistent¬ 
ly failed: it is usual then to quietly re¬ 
move the very top than to leave the 
whole organisation diffident. 

May T now turn to how your Corpo¬ 
ration is evolving its own definition of 
accountability, and begin by stating 
that it is trying to make accountability 
an operational philosophy: as much a 
part of its system as servo-mechanism of 
a control system, so that as it runs, it 
registers information from preselected 
keypoints and goes into action when 
things begin to go wrong. Those to 
whom the machine is responsible will 
thus only have to watch, and when all 
is well leave it be. 

Your Corporation is therefore build¬ 
ing both an appraisal system and a cor¬ 
rection system so that the organisation 
becomes gyroscopic in its self-adjust¬ 
ment as the appraisal system hoists a 
signal, corrective action is automatical¬ 
ly generated. This is at least an ideal 
we strive towards. 

Let me now give you a brief account 
of how our system is trying to work. 

Performance Budget: 

This is the cornerstone of our edifice 


of accountability. We began last year 
with a detailed budget that was a state¬ 
ment of our marketing intentions, quan¬ 
tified in terms of men, money and 
materials required to translate inten¬ 
tions into results—exports, imports 
and profits. The Budget both looked 
back into the previous year's perfor- 
ance, and it looked forward into the 
coming year for its targeted perform¬ 
ance. Our new budget while estimating 
for 1970-71 also makes a tentative pro¬ 
jection into 1971-72; and next year wc 
hope to plan for 3 years. 

The Budget . became our master 
plan, and like the course charted by the 
. ship’s c&ptaiq, which is then followed 
with meticulous care and corrected 
whenever he goes off course, so w r e 
follow it closely. Our first year’s expe¬ 
rience has been encouraging because 
we hit the targets accurately, largely be¬ 
cause of the appraisal systems we intro¬ 
duced, whereby our Management Ad¬ 
visory Committee, consisting of the 
Division Heads, met assiduously every 
\ week to review the previous week’s pro¬ 
gress and then discussed it with the 
Committee of Management—the execu¬ 
tive directors. 

Performance Appraisal : 

This is done on a daily, weekly, 
monthly and quarterly basis—and, of 
course, annually. 

Daily , there is a cash statement pre¬ 
pared to keep track of credit utilisa¬ 
tion and movement of cash, and any 
surplus is switched from one branch to 
another so that we use the cash in one 
reserve rather than in pockets. Cash 
forecasting is done on a weekly, month¬ 
ly and quarterly basis. 

Weekly , a detailed statement is pre¬ 
pared of sales, imports and exports, 
orders booked, executed and outstand¬ 
ing: all compared with last year’s actua¬ 
ls and this year’s budgeted datum. The 
weekly report also shows stocks posi¬ 
tion. 

Monthly , wc prepare a review of the 
Corporation, consolidating the weekly 
statements and adding statements on 
manpower, detailed notes on the work 
of the divisions, a general note on the 
economic background to the STC’s 
operations, news from foreign offices, 
and usually a brief country note. 

Quarterly , we now prepare each 
quarter’s accounts, complete in all # 
respects of balance sheet, profit and loss' 
account and all that the annual^ report 
and accounts will normally contain. The 
quarterly accounts arc duly audited by 
the Chief Internal Auditor, who presents 
a detailed report direct to the Com¬ 
mittee of Management and the Board 
of Directors. As the quarterly accounts 
become more refined, reports for the 
four quarters added together will give 


us the year’s total account. 

Apart from giving us a complete 
picture of Corporation’s activities, the 
Quarterly Report will enable us to close 
the year early. Annual accounts that 
used to he closed at the end of Septem¬ 
ber will be closed this year by end of 
June, and next year, we hope, even 
sooner. The great advantage of closing 
the annual accounts early is that our 
Accounts Division can then get on with 
the current year’s accounting which 
tends otherwise to be neglected till the 
Annual Report and Accounts are out 
of the way. 

And let me add that such systems are 
not just a purism; they have a concrete 
value. As an example they have led 
us to a position where while wc used to 
have a credit limit of Rs. 20 crore s for a- 
turnover of Rs. 123 crores, today wc 
rarely need more than Rs. 2 crores at 
turnover of Rs, 210 crores, and in many 
weeks we even have surplus cash. Our 
overdraft consequently came down dras¬ 
tically from Rs. 13.6 crores on 1-4-68 
to Rs. 3.7 crores on 1-4-69 to a credit 
balance of Rs. 1 .4 crores on 1-4-70. 

While the weekly reporting is sent to 
all our senior managers, monthly re¬ 
view is sent to Ministry, the Quarterly 
Accounts are also widely circulated in 
the press, associates, chambers and our 
sister undertakings in the public sector. 
The Planning Commission has recently 
begun to take interest in them and are 
going to meet us twice a year to discuss 
our performance to enable them to. 
know what funds are likely to be gene¬ 
rated by our Corporation, 

This then is our new Accountability : 
in concept and in practice, Jt has a 
long way to go -to a weekly profit and 
loss account one day; something that in 
my previous incarnation used to be 
placed before me every Tuesday after¬ 
noon, with a plus or minus five per cent 
accuracy over the year, and the annual 
accounts ready by the third week after 
the year ended. 

But, Accountability, no matter how¬ 
ever well conceived and well discharged, 
can only be means to an end—and the 
end in our case is a better service. 

Government has declared its inten¬ 
tions to channel international trade 
increasingly through its public corpora¬ 
tions, of which your Corporation is one 
of the leading. But before entrusting 
it with such heavy responsibility, it has 
the right to feel assured that it can 
handle the job efficiently and profitably 
to serve the larger interest of the State 
and Industry. 

Just over two years ago when the 
Review Committee was appointed it 
was asked “to make a review of the 
trading techniques and methods of the 
State Trading Corporation and its pre¬ 
sent organisational structure with a 
view to take necessary steps for further 
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strengthening and improving its opera¬ 
tional efficiency.” We were told that 
the Corporation had grown rapidly over 
its life of twelve years and was now 
faced with new and exacting tasks and 
some unfamiliar responsibilities: ..it 
would therefore be desirable to ensure 
that it has the capacity to cope. The Re¬ 
view Committee made its recommenda¬ 
tions which, 1 am glad to say, were all 
accepted. It was from then on the Cor¬ 
poration’s task to implement them and 
accountability was such an attempt. 

Over the last year new areas were en¬ 
trusted to the Corporation, many of 
them unfamiliar, and over the coming 
year yet new areas are being and will 
be entrusted. In face of it, it would be an 
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understandable question to ask how will 
the Corporation fare In fields where it 
has no knowledge or experience? This 
is so with large organisations the world 
over, whom growth is always posing 
new challenges of an unfamiliar kind. 
An enterprising management will make 
bold to enter new and unfamiliar areas 
undeterred by its lack of experience, 
but with the confidence that the way it 
developed new expertise in the past it 
will so develop it in the future. 
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In the face of the new, there will al¬ 
ways be some teething troubles and 
some mistakes made. These will be 
more easily overcome because the Cor¬ 
poration feels strengthened by the em¬ 
pathy and patience of Government and 
Industry whom the Corporation seeks to 
serve. I would therefore like to convey 
the reassurance that through its reorga¬ 
nisation and renovation the Corpora¬ 
tion is now ready to take over new 
tasks and discharge them well. 



STATE TRADNG CORPORATION OF NDIA 
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COMPANY MEETINGS 

THE TATA IRON AND STEEL COMPANY LIMITED 


Chairman’s Statement 


The following is the statement of Mr. J. R. D. Tata, Chairman of the Tata Iron and 
Steel Company Limited, for the year 1969-70. 


TO THE MEMBERS, 

The Year's Results 

The results of the Company's ope¬ 
rations for the past year provide little 
cause for satisfaction. 

2. Although the profit before tax 
was higher by R$. 1 1 crores than last 
year, the profit after tax was slightly 
lower because lower tax allowances 
for depreciation and development re¬ 
bate increased the provision for taxes. 

3. There was a further decline in the 
production of finished steel, to the cau¬ 
ses of which I shall refer later in this 
Statement along with the remedial 
steps we have taken and are taking. 

4. It is no consolation to us to know 
that the other steel plants in the coun¬ 
try have fared even worse than we have 
during the year, in the case of Durga- 
pur and II SCO mainly because of the 
continually disturbed labour situation 
in the unfortunate State of West 
Bengal. The aggregate output of 
about 61 million ingot tonnes of the 
major producers represented only 


an average of 70% of their installed 
capacity as against 85i% for Jamshed¬ 
pur. 

5. Our profits were adversely affec¬ 
ted not only by the loss of production 
of about 100,000 tonnes of ingots and 
by its effect on our costs, but also by 
the continuous rise* in costs due to 
causes beyond our control 

Steel Prices 

6. Since May 1969, when we sub¬ 
mitted our claim to Government for 
a price increase ofRs. 116 per tonne, 
our costs have gone up by about Rs. 
30 per tonne owing to such causes as 
and industry-wide interim wage in¬ 
crease, increases in the prices of re¬ 
fractories, in railway freights and ex¬ 
cise duties on fuel oil and import 
duties on spares. These further in¬ 
creases, except in respect of wages, 
have not been taken into account by 
Government in announcing, with effect 
from the 1st January 1970, the price 
increase of Rs. 75 per tonne which, on 
our product-mix will come to about 
Rs. 71 per tonne. This increase, of 


course, applied to only the last three 
months of the year. 

Inflationary Increases in Costs 

7. The loss of production of steel by 
the industry as a whole, fortunately 
only a relatively minor one in our 
case, and the constant increases in 
costs, attest to the exceptional difficul¬ 
ties met by industry in our country 
in maintaining full production and 
controlling costs. The stage has un¬ 
fortunately not yet been reached in 
India, as in more advanced countries, 
where maintaining or increasing 
production according to plan presents 
no difficulty, except of course m times 
of labour strife which in the steel 
industry abroad is relatively rare. 
While industries abroad are also 
plagued by continuous inflationary 
increases in costs, these are in most 
countries much less severe than here 
and can be recovered from increases 
in prices without the need for prior 
Government approval, market forces 
being the determining factor in fixing 
prices. The following figures of 
increases in soms of our important 
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items of costs over the last five years 
reveal the extent to which inflation 
is hitting Indian industry. 

The cost of coking coal has risen by 50 % 

of limestone by /0 

of spelter by 142% 

of refractories by 
of stores by 42% 

I have every hope that within a year or 
two we shall be able to re-establish 
full production, but there are no 
signs as yet of a stabilisation of prices 
and costs in our country. With con¬ 
tinuing inflation in the country we 
must expect the increase in price we 
have been allowed this year to be 
further eroded by increases in cosis, 
such as a further increase in wages 
which may be granted at the conclu¬ 
sion of negotiations now in progress 
for the whole steel industry. These 
factors will, l hope, be taken into 
account by those shareholders who 
may be tempted to make their own * 
calculations of the likely rise in the 
net profits of the current year resulting 
from the application of the price in¬ 
crease to the whole year. 

Government's Policies 

8. Although, our financial position 
has remained strong in the sense that 
our debt/equity ratio is exceptionally 
favourable, the inadequate prices 
allowed to the steel producers have 
denied to us the resources to plough 
back into the renovation and expan¬ 
sion of our facilities, a sine qua non of 
any healthy development whether in 
the Public or the Private Sector. Hie 
Public Sector, however, can, whatever 
the financial results of its operations, 
look to Government for additional 
funds required for modernisation and 
expansion. The private Sector must 
rely wholly on its own resources and 
its capacity to borrow and raise fur¬ 
ther capital. I regret to say that the 
steel industry continues to suffer 
from Government’s wholly miscon¬ 
ceived and damaging policy of keeping 
prices earned by the Indian producers 
below world levels and, at the same 
time, charging a heavy excise duty 
of about Rs. 150 per tonne on a pro¬ 
duct which they and everyone else 
recognise as being, with power, the 
key element of industrial development. 

World and Indian Steel Supply Position 

9. The recession in the demand for 
steel which prevailed in India two 
years ago has totally disappeared and 
India now shares in the present world 
phenomenon of an acute shortage of 


steel, particularly in flat rolled pro¬ 
ducts and quality steels. Today, 
the writing on the wall is only too 
clear that in the near future there is 
going to be a severe shortage of all 
types of steel, which will inevitably 
restrict the growth of industry, agg¬ 
ravate inflationary trends already ram¬ 
pant in the country, and cost heavilv 
in foreign exchange both in imports 
of steel that should have been made 
in India, and in the loss of exports. 

10. It is true that Government plan 
substantially to expand the country's 
steel capacity in the coming years 
by the construction of a number of 
new plants, all in the Public Sector. 
But this is an extremely slow process 
particularly in our country. Apart 
from the long delay involved in for¬ 
mulating and executing a new steel 
project on a green-field site, each new 
plant requires entirely new manage¬ 
ment cadres and labour force, both 
of which take many years to build 
into an efficient organisation. The 
expansion of existing plants is less 
costly and much easier to effect, 
usually requiring only a small in¬ 
crease in labour force and practically 
none in management. While the 
expansion of the existing Public Sec¬ 
tor plants has, for various reasons, 
been a slow one, no advantage is being 
taken, in the interests of the country, 
of the potential of Private Sector plants. 
A city like Jamshedpur, with its highly 
developed and experienced managerial 
and operational skills and large town¬ 
ship, could support a much greater 
rate of production than a mere two 
million tonnes of steel ingots a year. 
Thus the country’s larger interests 
are being sacrificed at the altar of ideo¬ 
logical dogma. 

Decline in Production: Causes and 
Remedies 

11. «The decline in production at 
Jamshedpur has been due to a number 
of causes, a major one being the in- 
adequaev and irregular quality of iron 
produced in the blast furnaces. This 
itself has been due mainly to a lack of 
uniformity in the composition of the 
iron ore received from the mines. 
In the old days, when the output of 
the ore mines was low, it was possible, 
through hand picking, to ensure 
uniformity in the ore supplied to 
Jamshedpur. This could no longer 
be done once the mines were totally' 
mechanised. We expect this problem 
to be solved by the various measures 
we have taken and are taking to 
improve the quality and uniformity 
of the ore fed to the furnaces and parti¬ 
cularly by the use of pelletised ore on 
the completion next year of the pelle¬ 
tising plant at present under construc¬ 


tion at Noamundi. Similarly, im¬ 
provements are planned in the sintering 
plant at Jamshedpur, which will also 
help to improve blast furnace ope¬ 
rations. 

12. Another important reason has 
been the deterioration in the condi¬ 
tion of the older coke oven batteries, 
as a result of which we have lost not 
only production of coke but also of 
coke oven gas, which is used both 
in the Steel Melting Shops and in re¬ 
heating furnaces throughout the plant. 
All coke oven batteries have to be 
rebuilt once during their useful life 
of about 12 years, and later replaced 
by new batteries. Because of the 
lack of sufficient funds to undertake 
all the desirable jobs of replacement 
and modernisation, our programme 
of rebuilding and replacement of our 
batteries has been somewhat slow. 
An accelerated programme of rebuil¬ 
ding and replacement, including the 
addition of an entirely new battery, 
has now been undertaken and shorta¬ 
ges of coke should no longer be a cause 
of low production from 1972 onwards. 

13. The problem, however, of the 

high ash content of Indian coal will 
remain with us and other producers of 
iron and will always come in the way 
of obtaining from blast furnaces in 
India the high output and low coke 
consumption achieved in other coun¬ 
tries. * 

14. While the programme we have 
undertaken to improve the quality 
and uniformity of raw materials fed 
to the blast furnaces should, within a 
year or two, re-establish our output 
of steel upto the rated capacity of the 
plant, it must not be forgotten that 
about half of the plant at Jamshed¬ 
pur dales back to the twenties. Al¬ 
though most of the old units have at 
some time or other been overhauled, 
renovated and partly modernised over 
the years they have reached an age 
when they are no longer capable of 
continuous production except with 
an excessive amount of maintenance. 
The time has come, therefore, when 
serious consideration must be given 
to a long-term programme of replace¬ 
ment with modern units, preferably 
of larger capacity. 

The Need for Modernisation 

15. We have during the past year 
given considerable thought to this 
major problem and have studied a 
number of alternative possibilities. 
We hope to come to final conclusions 
during the course of the current finan¬ 
cial year. Such a project would have 
to be superimposed on the current 
programme of improvement to our 
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raw material supplies as well as on 
the normal annual ^replacements and 
renewals, which are expected to cost a 
little over Rs. 100 crores spread over 
the five years beginning with the 
current year. 

16. The long-term project could 
itself cost anything between Rs. 100 
and Rs. 150 crores, depending on the 
objectives, which themselves will de¬ 
pend on Government policies, and our 
ability to finance the project. In the 
kind of free economy that prevails 
in most democratic countries abroad 
such decisions would be simple to 
reach. In India, the power to make such 
economic decisions rests wholly with 
Government, both through their all- 
embracing licensing system and th¬ 
rough their monopoly of sources of 
finance. Only the power not to make 
decisions is nowadays left to the Pri¬ 
vate Sector. 

Proposed Debenture Issue: The Case 
Against Convertibility 

17. One definite assurance I can 
give shareholders is that while your 
Directors will always, as in the past, 
seek to promote the interests of the 
country, they will not undertake any 
major programme of capital expen¬ 
diture, or accept financing terms, 
which would be unfair to the share¬ 
holders. In keeping with this policy, 
your Directors have not agreed to 
attach a right of conversion into ordi¬ 
nary shares to a part of the proposed 
issue of debentures, referred to in the 
Directors' Report, which financial 
institutions sought to impose as a 
condition of their support to the issue. 
The Board took the stand that, in 
the light of the Company’s remark¬ 
ably Tow debt to equity ratio, of the 
fact that the debenture issue was not 
intended to finance a large new pro¬ 
ject but only a continuing programme 
of replacement and improvement, and 
of Government’s price policy which 
precluded any appreciable increase in 
distributable profits out of which 
the additional dividend on converted 
debentures could be paid, there was 
absolutely no case for the issue of 
convertible debentures at this stage. 

18. Furthermore, the suggestion 
made to us that the right of conver¬ 
sion should be reserved exclusively to 
the Government financial institu- 
tutions and not made available to 
shareholders, was found totally 
unacceptable. Apart from any con¬ 
sideration of logic and sound finan¬ 
cial principle, such a proposal was 
so unfair to the shareholders, part of 
whose equity would be transferred 
to the financial institutions, that the 
Board could not possibly recommend 


it to the shareholders. Even if they 
did, there would have been no chance 
of its acceptance. 

19. A curious sidelight on this ma¬ 
tter is the fact that some of the finan¬ 
cial institutions concerned are them¬ 
selves amongst our largest shareholders 
whose interests as such would be ad¬ 
versely affected for the benefit of 
others who are not ! The institutions 
are themselves well aware of the finan¬ 
cial, legal and technical aspects of 
the matter, and I hope that the cogent 
arguments we have placed before 
them have satisfied them that Go¬ 
vernment's policy in regard to the 
right of conversion into ordinary sha¬ 
res of loans advanced by Govern¬ 
ment financial institutions to the Pri¬ 
vate Sector was not meant to apply 
to a case such as this one. If, how¬ 
ever, the ultimate decision rests with 
Government, we can only hope that 
they too will appreciate the sound¬ 
ness and logic of our arguments. If 
not, we shall be left with no option 
but to reduce the magnitude of the 
debenture issue to such an amount 
as we can raise from the market with¬ 
out the participation or underwriting 
support of Government financial 
institutions. It should be understood, 
however, that the inevitable result 
would be to delay the completion of 
the programme and thus adversely 
affect the production of steel and there¬ 
fore the country’s interests. 

Government Finance in Private Sector 
Industry 

20. 1 should like to make it clear 
that I see nothing wrong in Govern¬ 
ment investing in Private Sector Indus¬ 
try. So long as such investments 
are made solely in the interest of the 
institutions making them, they could 
well be considered as beneficial to 
shareholders as Government would 
thus have a direct stake in the com¬ 
pany and in its fortunes which were 
heavily dependant on Government 
policies and decisions. 

21. The case of equity particiption 
by lending institutions stands on a 
somewhat different footing. Here 
again, there could be no objection of 
principle to the lenders seeking to share 
in the fruits of a project to which their 
financial support will have made a 
major contribution. The International 
Finance Corporation, and other such 
lending institutions in India and else¬ 
where, have in some instances asked 
for and readily otypined rights of parti¬ 
cipation in equity. 

Objectives and Criteria 

22. Thus, if Government’s objective 
is that financial institutions should, in 


appropriate cases and in their own 
interest, be allowed to participate in the 
prosperity they have helped to create 
in a company through their support, 
no objection could be raised to their 
seeking such participation as one 
of the terms of a loan agreement, 
provided the occasion for it was the 
formation of a new company or a 
major expansion or the capital recons¬ 
truction of an existing company. 

23. If, on the other hand, the purpose 
is to enable the lender to exercise some 
control in the operation of the c ompany 
to which it makes a substantial loan 
so as to ensure its safety, surely the 
proper way of achieving it is either by 
making the loan subject to certain 
appropriate conditions which would, 
for instance, require the prior approval 
of the lender to any major capital ex¬ 
penditure, the launching of a new pro¬ 
ject, the issue of new capital, etc., or 
through the appointment of one or two 
directors on the Board of the company. 

24. In those cases in which the lend¬ 
ing institutions felt the need to impose 
certain safeguards, it would probably 
be against their interests to take shares 
which would offer them no security, 
instead of loans which would, and 
which might even give them a lower re¬ 
turn. 

25. In cases where participation is 
sought to be achieved by means of a 
conversion right attached to a deben¬ 
ture issue, to be exercised at a later 
date, 1 suggest the following conditions 
should apply. The first is that converti¬ 
bility should be sought only when the 
debt/equity ratio of the company con¬ 
cerned is considered to be on the high 
side and needs to be rectified by an in¬ 
jection of fresh equity capital, and when 
the loan is for a purpose which is ex¬ 
pected to increase the profitability of 
the company and thus enable it to pay 
dividends on the enlarged capital. 
The second condition is that any issue 
of convertible debentures must be 
offered in the first instance to all equity 
shareholders. I have no doubt that if 
such guidelines were issued by Govern¬ 
ment and thef lending institutions were 
then left free to operate in their inte¬ 
rests within those guidelines, there would 
be little cause for disagreement on 
either side. 

26. I would therefore urge Govern¬ 
ment to identify and publicly clarify 
their objectives in this important matter, 
which has not only created a good deal 
of worry and suspicion in the minds of 
investors and management of Private 
Sector companies, but acts as a dis¬ 
incentive to fresh investment in industry 
at the very time when Government them¬ 
selves are worried at the lack of ade- 
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quate investment for industrial develop* 
ment in the country. 

Zamindari Myth 

27. The Directors* Report includes 
a reference to the recent amendment 
enacted by the Bihar Legislature to the 
Bihar Land Reforms Act of 1950, with 
the object of abolishing the so-called 
“Tata Zamindari” over the 25 square 
miles or so on which stand the Steel 
Works, other industrial factories and 
the city of Jamshedpur itself. 

28. I referred to the matter in my 
Statement two years ago. The action 
now taken by the Government of Bihar 
for political reasons under pressure 
from the Communist Party, on whose 
support the present Government of 
Bihar depends for survival, is potentially 
of such serious consequence to the Steel 
Company and to the people of Jamshed¬ 
pur, universally recognised as one of N 
the most beautiful and best adminis¬ 
tered towns in the country, that 1 would 
have liked to have made a full expose 
of the matter to the shareholders. All 

I can say, however, at this stage is that 
it is our firm intention to challenge in 
Court the validity of the Bihar enact¬ 
ment as soon as it becomes effective, 
and that the matter is therefore likely 
to be sub-judice by the time this State¬ 
ment is published. In the circumstances, 
it would be improper for me to discuss 
the matter here and I hope shareholders 
will understand the necessity for me to 
maintain silence on the subject. 

Labour Relations 

29. It is opportune, in reviewing the 
affairs of the Company’s operations in 
a year which saw a serious outbreak 
of labour strife at Jamshedpur, to ex¬ 
press gratification at the fact that the 
Steel Company itself and its employees 
remained totally free from the trouble 
created elsewhere by selfish men for 
political purposes. Your Company, 
directly or indirectly, employs by far 
the largest number of workers at Jam¬ 
shedpur. Although they come from 
every part of India, they are first and 
foremost citizens of Jamshedpur. To 
many of them, whose fathers and grand¬ 
fathers have worked for the Steel Com¬ 
pany, Jamshedpur is the only home they 
have ever known and their job in the 
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Steel Company the only one they have 
ever had. Unlike the workers in other 
factories more recently established at 
Jamshedpur, whose roots are therefore 
not so deep in its soil, T1SCO workers, 
belonging to many different States, 
religions and communities, have coales¬ 
ced into a remarkably stable, mature 
and responsible industrial community 
and have maintained a degree of social, 
industrial and communal peace and 
haimony unique in the country today. 
To their everlasting credit, they were 
responsible for not a single of the 17 
million productive man-days lost 
through industrial conflict in Indian 
industry last year. Considering happen¬ 
ings elsewhere and the serious loss 
caused by them to the nation, the em¬ 
ployees of' the Tata Iron and Steel 
Company deserve both our and the 
country’s gratitude. 1 am happy to take 
this opportunity to assure them that 
the Company’s Directors and Manage¬ 
ment recognise and appreciate their 
spirit and good work and will continue 
to promote and protect their interests. 

1 would like as usual also to thank the 
management and staff of the Company 
for the good and hard work they have 
put in during the year. 

End of an Era 

30, The year under review ended 62 
years of management of the Company 
by Tata Industries and its predecessors, 
Tata Sons. It would serve no purpose 
to discuss once again at this stage the 
merit of the action taken by Govern¬ 
ment to abolish an institution which 
has been the principal instrument of 
India’s industrialisation over a period 
of nearly a century, nor would it be 
proper for me, as Director for 44 years 
and Chairman for 32 years of your 
erstwhile Managing Agents, to refer 
to their services to your Company. 
However, as wc look back upon the 
long and chequered history of the Steel 
Company and the many arduous years 
of exploration and preparation under¬ 
taken prior to its formation by Jamsetji 
Tata, his sons and lieutenants, I feel' 
it is fitting that we should pay our tri¬ 
bute to the memory of Dorab Tata, 
Ratan Tata, R.D, Tata, B.J, Padshah, 
Nowroji Saklatvala, John Peterson* 
Ardeshir Dalai and John Matthai. 
These men are now no more, but in 
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their lifetime played a major role either 
in bringing the Company into existence 
near the turn of the century and nursing 
it through its early vulnerable years, or 
in saving it from disaster afte** World 
War I, and finally in guiding it with 
devoted care to its present pre-eminent 
position in Indian Industry. Of the 
personal recollections 1 have of the 
part played by these men in the history 
of this great national enterprise, perhaps 
the most characteristic is that they all 
shared the feeling that in serving the 
Steel Company they were serving the 
nation. 

31. I am glad that of the old-timers 
who played an important role in build¬ 
ing up the Company, we still have 
with us Sir Jehangir Ghandy, who ser¬ 
ved the Company with distinction for 
fifty years, and whose reappointment 
as a Director is before you. 

32. I consider it a great privilege to 
have been personally associated with 
nearly all of these able and dedicated 
men from whom I learned much and 
on whose early example and advice I 
relied when my turn came to assume the 
Chairmanship of the Company and of 
its Managing Agehts in 1938. 

33. Throughout the 32 eventful years 
which followed, the Company passed 
through many trials and tribulations, 
but always continued to maintain the 
highest traditions of integrity and ser¬ 
vice to the nation. Those of my collea¬ 
gues who were concerned with its 
management and I have received noth¬ 
ing but kindness and courtesy from the 
shareholders. In taking this opportu¬ 
nity to express our gratitude for all 
the cooperation extended to us over 
these many decades, may I assure you 
that, although Tata Sons and Tata 
Industries are no longer your Managing 
Agents, their concern for the welfare 
of the Steel Company remains un¬ 
diminished and they will continue to 
do everything in their power to promote 
the interests of this great enterprise 
which they had served for so long. 

J.R.D. Tata, 
Chairman. 

Bombay, 22nd July, 1970. 
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STRAW PRODUCTS LIMITED 

Sales reach new peak of Rs. 72 Million 

Higher return essential for growth of 
Paper Industry 

Address of Shri H. S. Singbanla, Managing Director 
at the Thirty-First Annual General Meeting of Straw 
Products Limited held on 30th July, 1970. 


• Gentlemen, 

I have great pleasure in welcoming 
you to this Thirty-first Annual General 
Meeting of Straw Products Limited. 

1 will like to deal first with a very im¬ 
portant development in the management 
structure resulting from the Govern¬ 
ment’s decision. From the 3rd April, 
1970 the Managing Agency system has 
been abolished. It is appropriate to 
record the valuable contributions made 
by J.K. Agents Private Limited, the erst¬ 
while Managing Agents in steering this. 
Company through many vicissitudes 
during its career and bringing it to the 
present stature from a modest beginn¬ 
ing. ’ 

This Company which was established 
at Bhopal in 1938 with the object of 
producing “Wealth out of Waste” has 
now attained maturity. The great strides 
can well be judged from the fact that 
the Share Capital of the company today 
stands at Rs 27l lacs against Rs 7.5 
lacs in the beginning The sale now is 
Rs 721 lacs against only of Rs 7.9 lacs. 
The production capacity which was 
4,500 tonnes in the beginning is now 
more than 33,000 tonnes of both the 
Plants at Bhopal and Jaykaypur. Em- 
loyecs now number about 8,000 includ¬ 
ing those engaged in Forest operations 
against only 235 in the beginning. 

Your company has also a very credi¬ 
table record of servicing its Capital 
and efficiently cruising through many 
difficult periods of its existence, but it 
has never faltered and has always 
gone forward from strength to strength. 

Company’s Performance 

I would now like to deal with your 
Company’s performance during the last 
year. You would have noticed from the 
audited accounts for the year ended 31st 
December, 1969 and the Directors’ Re¬ 
port circulated to you that the working 
of the Company has shown good results. 
The production has gone up to 33,221 
tonnes from 31,561 in 1968, the sale 
has increased to Rs 721 lacs from Rs 
620.6 lacs and the Gross Profit is also 
higher. The quality of the Company’s 
products continues to enjoy reputation 
of high standard. 

The working during current year also 


is satisfactory and it is hoped that we 
would finish this year with slightly 
better results. 

The expansion programme is now in 
full swing and it is expected that one 
machine will go into operation before 
the end of this year. The other machine 
is expected to arrive in early 1971 and 
it is hoped that the same will be brought 
into operation before the middle of 
1972. Through these additional ma¬ 
chines the capacity of the J.K. Paper 
Mill Unit will be raised to nearly 29,000 
tonnes and the total capacity of the 
Two Units, one at Bhopal and the other 
at Jaykaypur, together, will be brought 
to 42,500 tonnes and the Company will 
be producing some of the finest specia¬ 
lity papers, which are so far being im¬ 
ported. 

Except for 3 days of uncalled for 
strike by workers in early June 1970 at 
Jaykaypur, labour-management re¬ 
lations had been cordial. 

Excise Duty on Board 

Imposition of heavy excise duty has 
continued as deterrent to the sale of 
straw board. Further, generous slab 
concessions available to smaller units 
continues to enable them to undercut 
the prices unreasonably. Notwithstand¬ 
ing representations, the Government 
has not taken any steps to reduce the 
disparity to the detriment of large units. 

Paper Industry 

Turning specifically to the Paper 
Industry, it can be said that this industry 
is at cross roads. The demand has 
shown signs of outstripping the supply 
and a psychology of shortage of paper 
has already developed. The situation for 
the next few years cannot be envisaged 
with equanimity. 

This is a very important consumer 
item affecting tens of millions of people 
in our country. As is well known, the 
Paper Industry is highly capital inten¬ 
sive. The gestation period in the in¬ 
dustry is also very Jong. Eight long 
years of control, when unremunerative 
sale price held sway, has resulted in 
dryuig up of internal resources of the 
industry. During thfe last 3 yeajrs nb 
new scheme has come up because of the 
abnormally low return on capital* The 
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return in this Industry on capital em¬ 
ployed ranged between 5.5% to 7% 
against an average of 9% to 10% 
for all industries. 

It is estimated that for a Plant of a 
capacity of 50,000 tonnes per annum 
an investment of about Rs 30 Crores will 
be required, that is, Rs 6,000 per annual 
tonne. Against this the sale turnover will 
be only Rs 9 Crores at the present sale 
prices. Therefore, Gross return on capi¬ 
tal employed will have to be adequately 
raised to enable payment of interest 
on loans, servicing of share capital, 
and repayment of Tong term loans. 

In 1959 the Tariff Commission had 
considered return of 12% on capital 
employed as fair for the Paper Industry. 
This includes interest, bonus to em¬ 
ployees and reasonable dividend. 
Rehabilitation which would cost at 
least 4 to 5 times within a period of 
15 to 20 years have to be provided. Un¬ 
less certain amount of reserve is 
created after paying heavy taxation, it 
needs to be considered how can the 
money be'saved for such rehabilitation. 
This was done when the rate of interest 
was about 6% and now when the rate 
of interest is 8*% to 9% on long term 
loan capital, a return of anything less 
than 15% to 16% cannot be considered 
as fair, particularly for a heavy capital 
intensive industry like Paper having an 
investment turnover ratio of about 3:1. 
This return is perhaps the minimum that 
would be necessary to make new pro¬ 
jects viaule. Such a return can be ensu¬ 
red in $ number of ways viz, increase 
of prices of paper, reduction in interest 
charges for long term loans, draw-back 
of excise duty to be allowed on hew 
production and higher Development 
Rebate. 

When I talk of the raising of prices of 
paper, t am not unconscious of Consu¬ 
mers’ interest at large. In my view, their 
interest cannot be protected by unreali¬ 
stic prices of finished goods which affect 
the growth of product ion and supplies. 
Such devipeis only shortrsightedandlWu* 
sbry. Consumers* interest can* be served 
only by continually and timely aug¬ 
menting production capacity to me 
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rising demands, because it is only when 
the demand outstrips supply that the 
Consumer suffers. Policies which in 
the name of consumers put obstacles in 
raising of production must be considered 
wrong and be discarded. 

The Planning Commission in its final 
Fourth 5-Year Plan recently submitted 
to the Parliament has visualised the 
installed capacity of 10 lakh tonnes 
against its original target of 11.3 lacs 
tonnes. Further, 1,65,000 tonnes of 
Newsprint capacity is also planned for 
installation. The present installed capa¬ 
city of Newsprint is only 30,000 tonnes 
and that of Paper and Paper-boards 
7.68 lac tonnes. Thus, there is a heavy 
shortfall of more than 4 lac tonnes to be 
installed during the Fourth 5-Year Plan. 
The Paper Industry has long gestation 
period. Therefore, a part of the increase 
for the Fifth Plan will have to be brought 
in the Fourth 5-Year Plan itself. Thus, 
increase of more than 5,00,000 tonnes of 
capacity will have to be considered for 
financial requirements in the next 5 
years. 

For such an increase in capacity, 
investment of approximately Rs 350 
Crores will be needed. Out of this Rs 


60 crores is envisaged to be invested in 
Public Sector Units. Thus Private Sec¬ 
tor would have to mobilise approxi¬ 
mately Rs 290 crores. The minimum 
economic capacity of Paper Plant is 
about 150 tonnes a day or 50,000 tonnes 
annually which will cost approximately 
Rs 30 crores. In view of limitations 
of raw materials and water, such 
expansion can invariably take place only 
at n e*r sites. The Reserves and Cash 
generation of most of the existing Units 
would not be sufficient for such an 
investment, if the Equity Debt Ratio is 
kept at 1:2 as at present. The Equity 
Debt Ratio of 1:3 seems to be thus un¬ 
avoidable. Longer periods of repayment 
of loans at lower rate of interest would 
also have to be considered in order to 
make the projects viable. Need for in¬ 
creasing the production capacity of 
Paper has assumed such importance 
that 1 urge all concerned to deal with 
the problem with realism and with a 
sense of urgency. 

environment 

Before 1 conclude, 1 cannot but talk a 
little about the environment in which 
industries have to perform. Unfortu¬ 
nately, at a time when the Country is 


poised for a real economic take off speci¬ 
ally in the background of revolutionary 
successes in agricultural field and mas* 
sive investments in basic and machine 
building industries ready to yield 
results, we find a crisis of confidence 
in ourselves, [n my view, it is the time 
to cash in on our efforts and sacrifices 
of the last two decades. What wc need 
to remember once again is that real 
social welfare will result not by distri¬ 
buting poverty but by generating wealth. 
The time available to us is too short to 
ponder or fonder. Let wealth be genera¬ 
ted by all according to their skill and 
resources and let the cake become large 
and then distributive justice would be 
a lot easier to accomplish. 

I would like to record our apprecia¬ 
tion for the hard work done by the work¬ 
men, members of staff and officers and 
the patronage shown by our customers 
and above all the shareholders who 
have helped us to grow and serve the 
country. 

I thank you all for your co-operation 
and presence here. 

Note: This does not purport to be 
the proceedings of the Annual General 
Meeting of the Company. 


RUBY GENERAL INSURANCE COMPANY LIMITED 

Extracts from the speech by the Chairman, Shri B.P. Khaitan at the 34th Annual General Meeting held on Wednes¬ 
day, the 29th July, 1970. 

The total net premium income of the Company has increased to Rs. 394.92 lacs as compared to Rs. 369.95 lacs in the previ¬ 
ous year. The reserves for unexpired risks have increased by Rs. 17.35 lacs and now amount to Rs. 218./J3 lacs. The working 
for the year has resulted in a profit of Rs. 56.89 lacs after writing off Rs. 19.39 lacs as depreciation on investments and land as 
against Rs. 45.57 lacs in the previous year. 

The following figures show the progress achieved by the Company during the last decade:— 

(In lacs of rupees) 


NET PREMIUM 

1959 

1964 

1969 


Rs. 

Rs. 

Rs. 

Fire 

57.01 

91.41 

201.29 

Motor & Accident 

57.13 

97.65 

151.29 

Marine 

20.04 

21.92 

42.34 

Total 

134.18 

210.98 

394.92 

Capital & Funds 

127.81 

202.58 

361.02 

Profit 

4.52 

32.50 

56.89 


The Directors have proposed to increase the dividend from Rs. 1.25 per share to Rs. 1.50 per share inclusive of the interim 
dividend and the total dividend payment would amount to Rs. 10.50 lacs as compared to Rs. 8.75 lacs in the previous year. 

A section of politicians off and on press for nationalisation of General Insurance but it is not appreciated how this will help 
the national economy. The General Insurance is a servicing industry and the insuring public need prompt attention which a 
nationalised sector may not be able to offer. The Government spokesmen had very recently announced that there was no ad¬ 
vantage in nationalising General Insurance but rumours about nationalisation are again afloat. The Government should make a 
categorical statement about their policy and remove this uncertainly. In my opinion. Government should give a fair trial to the 
Social Control measures under the amended Insurance Act before deciding for the nationalisation. 

I would also like to refer to the assets of Indian Insurance Companies lying in Burma and Pakistan and feel that early steps 
should be taken on Governmental level to get these repatriated to India. 

There has been some revival of industrial activities in the country. However, the political unstability and disturbed law 
and order condition in many parts of the country are causing anxiety to all concerned. If we arc to solve the increasing problem 
of unemployment in the country, industrialisation must increase rapidly and production must go on unhampered. All political 
parties and leaders should give serious thought to the maintenance of peace and stability throughout the country for achieving 
this aim. 

I very much appreciate the continued support of our patrons and thank them for the same. I would also like to sincerely 
thank our Managing Director, Executives, staff and field-workers for their co-operation and devotion to duty, which have 
enabled the Company to achieve satisfactory results. 

N.B. This is not a record of the proceedings of the Annual General Meeting. 
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Company Affairs 


HINDUSTAN ALUMINIUM 

Hindustan Aluminium Corporation Ltd 
has achieved a noticeable improvement 
in its operations. Sales for the first half 
of its current year have risen to Rs 20 
crores compared to Rs 16 crores for 
the corresponding period of the last 
year. The production during the 
first six months of the current year 
has been higher at about 38,000 tonnes. 
Currently, the company’s plant is run¬ 
ning at the production level of 6,500 
tonnes per month and it hopes to pro¬ 
duce in 1970 more than 80,000 tonnes 
of aluminium against 72,000 tonnes 
last year. This information was given 
by Mr B.P. Khaitan, a director of the 
company, who presided over its extra¬ 
ordinary meeting recently. The infor¬ 
mation has tended to confirm the feeling 
of optimism about the company’s cur¬ 
rent working which has imparted fresh 
strength to its equity shares. The com¬ 
pany, which has already been allowed 
to raise its production capacity from 
80,000 tonnes to 120,000 tonnes per year, 
hopes to receive government’s sanction 
to its proposal for a one-for-four bonus 
issue. The company has already started 
negotiations with the EXIM Bank and 
other financial institutions for loans to 
finance its expansion programme which 
is scheduled to be completed by the end 
of 1972. 

INDIAN COPPER CORPORATION 

Mr G.D. Kothari, Chairman, Indian 
Copper Corporation Ltd, informed 
the shareholders at the annual gen¬ 
eral meeting held recently that the 
state of Bihar had sanctioned the 
grant of a lease to cover the 2.25 
square miles areas adjoining the 
company’s existing Mosaboni lease. 
The company, he added, had been ad¬ 
vised to take a lease of an area slightly 
different from that covered by the for¬ 
mer leases in order to be in a position 
to exploit Surda mine if it persists in 
depth. During the year 1969, the com¬ 
pany’s performance approached close 
to the record performance in 1962 and 
in terms of production it might have 
overtaken the previous record produc¬ 
tion but for the smaller number of days 
worked during the year. In the electro¬ 
lytic refinery, Mr G.D. Kothari indi¬ 
cated, the nickel sulphate plant faced 
some teething troubles but was expected 
to work better during the current year. 
The government purchased the bulk 
of the electrolytic copper produced by 
the company at a price which was well 
below world market prices. In spite of 


recent revision the price is still lower 
than the MMTC is offering similar im¬ 
ported material on the Indian market. 
In fixing the prices, the government, 
he added should recognise that the com¬ 
pany has heavy commitments in terms 
of expansion plans which could be 
financed by adequate returns from the 
sale of electrolytic copper, the principal 
item of production. Mr Kothari indi¬ 
cated that profit during 1969 dropped 
because of rising costs and wages. He 
added, however, that it was possible 
to maintain the dividend because of a 
substantial reduction in taxation to the 
extent of Rs 59.50 lakhs. 

TELCO 

Mr J.R.D. Tata, Chairman, Tata 
Engineering and Locomotive Co Ltd, 
hoped that the company would some¬ 
day be permitted to manufacture passen¬ 
ger cars. He added in a statement 
issued on the occasion of the annual 
general meeting of the company, that 
considerable changes in its manufac¬ 
turing programme had been brought 
so as to take up the production of some 
new products such as tippers, forklifts 
and dumper placers, developed by the 
company’s research development en¬ 
gineers. The company has utilised its 
capacity in the production of these items 
after it stopped the production of steam 
locomotives in June 1970, on the termi¬ 
nation of the company’s commitment to 
the railways. 

Mr Tata indicated that the financial 
results for the year 1969-70 were, 
however, not very encouraging because 
a serious setback was registered by the 
strike which brought the company’s 
operations at Jamshedpur to standstill 
for 48 days from November 18, 1969, 
to January 4,1970. It caused consider¬ 
able dislocation in the working of the 
company and the profit before tax at 
274 lakhs was less than half that of the 
previous year, while the disposable 
profit at Rs 130 lakhs was nearly a crore 
less than that of last year. In view of 
this setback the directors considered 
it necessary to reduce the dividend by 
one per cent from 141 per cent main¬ 
tained for the previous nine years. 

Mr Tata also pointed out that the 
automobile industry was subject to a 
strong upward pressure in its costs. The 
prices of raw materials, ancillaries and 
components which the company pur¬ 
chased mainly from local suppliers, 
continued to increase rapidly. As an 
instance he indicated that in 1968-69, 
when the ratio of net profit to owned 


funds was 10.1 per cent on an average 
for all industries, the automobile in¬ 
dustry earned nearly 6.6 per cent while 
manufacturers of automobile ancillaries 
earned more than 15 per cent. In spite 
of these heavy increases in prices, the 
government continued to restrict in¬ 
creases in the sale price of automobiles. 
He suggested that there should be an 
all round discipline and increases in 
wages must also at some stage begin to 
be related to productivity and prices of 
ancillary manufacturers should also 
be controlled. 

C.B.I. TELCO MERGER 

The amalgamation of the Central 
Bank of India Ltd with Telco has been 
proposed. The boards of both the com¬ 
panies have already approved the 
scheme which will be implemented after 
the approval of the shareholders 
concerned at their meetings to be 
called under the direction of 
the Bombay High Court. Under 
the scheme of amalgamation, with 
effect from October 1, 1970, the pro¬ 
perty, rights, powers and liabilities 
of the Central Bank of India Ltd will 
be transferred to and vested in Telco. 
The holder of every 25 shares of CBI 
Ltd will receive, under the scheme, one 
ordinary share, three (9 per cent) cumu¬ 
lative redeemable preference shares 
and 15 (7? per cent) convertible de¬ 
bentures of Rs 100 each of Telco. 
The debentures will be accrued by a 
a floating charge only on the movable 
properties of Telco, present and future, 
subject to all existing charges and hypo¬ 
thecations which shall rank in priority 
thereto. A holder of every five deben- ' 
tures will be entitled, by giving six 
months notice to Telco not later than 
April 1, 1975, to claim one ordinary 
share of Rs 100 of that company in 
full pa>mcnt of 50 per cent of the nomi¬ 
nal amount of every five debentures held 
by him. The remaining 50 per cent will 
continue to be held as debentures until 
redeemed at the end of 12 years. The 
debentures will be redeemed at 
the option of the company at 
any time after October 1, 1975, but 
not later than October 1, 1982. All the 
securities will rank for dividend or inte¬ 
rest from October 1,1970, and the ordi¬ 
nary and preference shares of Telco te 
be issued to CBI shareholders will 
rank in all other respects pari passu 
with existing such shares. The CBI 
will be entitled to give a dividend to its 
shareholders not exceeding Rs 3 per 
share out of the profits made by it 
for 1969 and for the period January 1 
to September 30, 1970. 

AMALGAMATED ELECTRICITY 

The Amalgamated Electricity Co Ltd 
has proposed to maintain the equity 
dividend at 10 per cent for the year 
ended March 1970. The company has 
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reported a gross profit of Rs 57.63 
lakhs against Rs 46.48 lakhs in the pre¬ 
vious year. With the amount brought 
forward and other adjustments there re¬ 
mains a total of Rs 58.02 lakhs. Depre¬ 
ciation claims Rs 14.57 lakhs, develop¬ 
ment reserve Rs 10,990, dividend re¬ 
serve Rs 15.93 lakhs, development 
rebate reserve Rs 2.60 lakhs, general 
reserve Rs 3.30 lakhs and taxation Rs 
11.26 lakhs. After taking into account 
provisions for other items, a sum of Rs 
2,331 is carried forward against Rs 
3,961 brought in. Dividends absorb 
Rs 15.93 lakhs. 

TATA CHEMICALS 

For the year ended June 30, 1970, the 
value of sales (inclusive of excise duty) 
of all products, subject to final audit 
and necessary adjustments of Tata 
Chemicals Ltd was Rs 12.18 crores, 
exceeding the turnover for the previous 
year by Rs 43 lakhs (3.7 per cent). 
Among the company’s major products, 
the output of soda ash during the year 
at 2,06,829 tonnes was lower by 772 
tonnes (0.4 per cent) over the previous a 
year. 

STATE BANK 

At a meeting of the Central Board of 
Directors of the State Bank of India held 
in Bombay recently, it was decided that 
an interim dividend of Rs 10 per share 
(subject to deduction of tax) be paid for 
the year ending December 31, 1970. 

SYNTHETICS AND CHEMICALS 

The directors of Synthetics and 
Chemicals Ltd have proposed a maiden 
dividend of Rs 6 per share for 1969 
following a marked improvement in the 
company’s working. With a rise in sales 
to Rs 13.92 crores from Rs 12.10 crores, 
the company’s gross profit has risen to 
Rs 3.43 crores from Rs 2.16 crores. 
Out of the gross profit, depreciation 
claims Rs i. 26 crores and development 
rebate reserve Rs 37.50 lakhs, leaving 
a surplus of Rs 1.79 crores against Rs 
83 lakhs. After wiping off the loss of 
Rs 26 lakhs brought in and after adjust¬ 
ments, the directors have transferred 
a sum of Rs 1,29 crores to the general 
reserve out of which the proposed divi¬ 
dend amounting to Rs 34.48 lakhs will 
be paid. The production of synthetic 
rubber amounted to 24,590 tonnes 
against 25,189 tonnes and the sales to 
26,170 tonnes against 22,767 tonnes. 

PAYMENT TO KELACHAND 

A notice of motion taken out by the 
Firestone Tire and Rubber Company, 
USA, against Mr R.R. Ruia, Mr S.L. 
Kirloskar and Dr R.C. Cooper and Mr 
K.B. Dhabkc, directors and secretary 
of Synthetics & Chemicals Limited, 
and Mr Tulsidas Kilachand, Mr Ram- 
das Kilachand and Mr J.B. Sbukla, 
directors and secretary of Kilachand 


Devchand and Company Private Limit¬ 
ed was dismissed with costs by Mr Jus¬ 
tice Tulzapurkar at the Bombay High 
Court on July 28. Firestone took out a 
notice of motion on July 10, 1970, mak¬ 
ing charges of contempt of court for 
making payment to Kilachand Dev¬ 
chand the actual expenses for the month 
of April 1970 and alleging that this pay¬ 
ment was in breach of the interim order 
of Mr Justice Madon and, therefore, 
constituted contempt of court. Fire¬ 
stones also sought an injunction rest¬ 
raining Synthetics from making any 
further payments by w ay of commission 
or otherwise to Kilachand Devchand, 
After hearing the parties, the 
judge held that no breach had 
been committed of the order of Mr 
Justice Madon and that there was, 
therefore, no contempt of court in mak¬ 
ing payments under the interim arrange¬ 
ments. The prayer for injunctions was 
also rejected. 

NAGPAL AMBADI 

Nagpal Ambadi Petiw-Chem Re¬ 
fining Ltd has made substantial pro¬ 
gress in the implementation of its Rs 
5.20-erore petrochemical project. The 
delivery of the indigenous equipment 
has already begun and is expected to 
be completed by the end of September. 
Since major contracts for equipment 
were entered into last year, the com¬ 
pany has escaped the effects of the re¬ 
cent increase in steel prices. The im¬ 
ported equipment is expected to arrive 
by the end of the current year. The pro¬ 
duction of transformer oil, constituting 
the first phase of the project, will begin 
in January 1971 and of speciality oils in 
June 1971. The rated capacity is ex¬ 
pected to be achieved soon thereafter. 

MYSORE POWER CORPORATION 

A public sector company, the Mysore 
Power Corporation Limited was in¬ 
corporated in Bangalore on July 20, 
1970, with an authorised equity capital 
of Rs 12 crores. The principal object of 
the company is to undertake power 
generation projects in the state of 
Mysore. 

Mr Veerendra Patil, Chief Minister 
of Mysore, has been appointed the 
Chairman of the company and Mr 
P.R. Nayak, the Managing Director. 
In the first instance, the company will 
execute the Kalinadi hydro-electric pro¬ 
ject. The Kalinadi is a major river of 
Mysore state flowing west from its 4 
origin in the western Ghats in north 
Canara district into the Arabian Sea 
near Karwar after draining an area of 
1870 sq. miles. The valley has a power 
potential of about 13 lakhs Kw which 
is nearly one-fourth of the total hydro¬ 
power potential of the state. The total 
investment for tapping all this power 
would be of the order of Rs 240 crores 


but as much as 10 lakh Kw could be 
installed with a capital investment of 
around Rs 120 crores. The valley lends 
itself to development in stages through 
the construction of a series cf reser¬ 
voirs and power stations. Thorough 
investigations — topographical, hydro¬ 
logical and geological have already 
been made. 

PRESTOUTE 

The working of Prestolite of India 
Ltd during 1969 has resulted in a gross 
profit of Rs 7.02 lakhs. Sales have risen 
to Rs 80.31 lakhs from Rs 60.93 lakhs. 
Allocations include depreciation Rs 
2.93 lakhs and development rebate re¬ 
serve Rs 2.59 lakhs. The net profit 
works out at Rs 1.49 lakhs, which has 
been carried forward. Last year’s 
brought in loss of Rs 97,810 had been 
adjusted. Sales in the current year are 
expected to increase further and the 
directors hope that the company will 
show better results this year. 

STATE TRADING CORPORATION 

Mr P.L. Tandon, Chairman of the 
State Trading Corporation, announced 
at the annual general meeting of the 
corporation recently that the corpora¬ 
tion was issuing Rs 2 crores worth of 
bonus shares and intended to issue 
another Rs 2 crores worth of bonus 
shares next year. Only last year, the 
STC issued bonus shares worth Rs 
3 crores. Thus, as* against an equity 
capital of only Rs 2 crores in 1968, 
bonus issue had raised the figure to 
Rs 5 crores last year and again to Rs 
7 crores now. The intended issue of 
bonus shares next year will raise the 
equity capital of the STC to Rs 9 crores. 
During 1969-70, STC finished with a 
profit (before tax) of Rs 12.4 crores 
against Rs 7 crores originally antici¬ 
pated in the performance budget. Com¬ 
pared with the performance budget for 
the year, STC exceeded the sales target 
and cut its costs from an anticipated 
Rs 5 crores to Rs 4.7 crores, reduced 
manpower requirements from 1959 
to 1831 and increased its sale-per- 
employee ratio of gross profits to sales 
from an estimated 3.1 per cent to 5.9 
per cent. Mr Tandon pointed out that 
the turnover of the corporation had 
increased to Rs 211 crores from Rs 167 
crores a year before. Profit before tax 
had risen to Rs 12.7 crores, and capital 
plus reserves had gone up to Rs 17 
crores. The corporation’s expenditure 
has been cut by 11 per cent—an admi¬ 
rable performance. 

UNIT TRUST 

The Unit Trust of India has raised the 
sale price of units with effect from 
August 1, to Rs 10.60 per unit from the 
special price of Rs 10.50 prevalent dur¬ 
ing July. The repurchase price has been 
fixed at Rs 10.20 per unit. 
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Reviewed by Prof S.S.M. DESAI 


There is always the danger of either 
under-emphasizing or overemphasizing 
agriculture which is the major sector 
in most low-income countries. The 
Economics of Agricultural Development 
attempts a middle course between 
“industrial fundamentalism” and “agri¬ 
cultural fundamentalism.” 

* 

The capital requirements for econo¬ 
mic development are enormous. Capi¬ 
tal is required not only for dynamising 
agriculture but also for direct creation 
of non-farm jobs and also for a vast 
array of supportive facilities from basic 
power to higher education. Agriculture 
can play a very vital role in this capital 
formation. Whereas the landless agri¬ 
cultural labour and persons with very 
small land holdings may in fact be on 
the margin of subsistence, a substantial 
proportion of income in rural areas is 
in the hands of persons whose income 
is well above the average. Substantia] 
aggregate capacity for capital contribu¬ 
tions lies with these people. 

Rural Sector Contribution 

According to the author the contri¬ 
bution of the rural sector to capital 
formation can be mobilised in four 
ways. It may be extracted by the go¬ 
vernment through the medium of taxes. 
Agricultural production may be in¬ 
creased sufficiently to bring about a rela¬ 
tive decline in agricultural prices and 
thereby favouring increased profits in 
the non-farm sector with consequent 
favourable effects on savings and invest¬ 
ment in that sector. Agriculture may 
form capital directly in its own sector 
and minimize its demand for capital 
from other sectors. Finally, agricultu¬ 
rists may invest directly in other sec¬ 
tors. 

The author has put forward certain 
suggestions in regard to agricultural 
taxation. According to him increased 


taxation on a static level of production 
is more onerous than increased taxa- 
tation on a rising rural income base. 
Also, taxation for local purposes will 
generally be considered less onerous 
than taxation for some distant national 
purposes. Similarly, taxation of un¬ 
employed resources is more platable 
than taxation of existing income. Taxes 
in low-income countries must be easily 
administered, since in such countries 
administrative structures are frail and 
trained personnel scare. Taxing autho¬ 
rities in India need to take note of the 
above observations on agricultural taxa¬ 
tion which has become unpalatable on 
grounds of political expediency. 

Important Chapter 

Chapter on ‘Prices and Price Policy' 
is the most important chapter in part II 
of the book. The relative level of agri¬ 
cultural prices influences the allocation 
of productive resources and hence the 
level and pattern of agricultural produc¬ 
tion. Price relationships affect relative 
profitability and economic incentives. 
The author here discusses prices and 
price policy within the context of a 
traditional agriculture, while in part 
III, the author analyses price 
policy in the dynamic setting of 
agricultural development. The author 
feels that in conjunction with other 
policies which increase productivity of 
resources, price policy has an important 
role to play in modernising agriculture. 

Part III deals with the problems of 
modernization of agriculture. It is 
obvious that a dynamic contribution to 
economic development from the agri¬ 
cultural sector and significant improve¬ 
ment in rural welfare depend upon the 
modernization of agriculture through 
technological changes. The author has 
dealt very ably with the various aspects 
of modernization of agriculture such 
as low and high capital technology, 
economizing and allocation of resources, 


education and other inputs, research, 
finance and marketing. As regards eco¬ 
nomic incentives to production, the 
author has emphasised that increased 
agricultural production requires posi¬ 
tive incentives to farm .rs and a positive 
response on the part of farmers to 
those incentives. An important motiva¬ 
tion to change is the expectation on 
the part of the innovator that he will 
himself participate in the net increase 
in wealth which accompanies successful 
innovation. It is against this back¬ 
ground that the author examines in detail 
the problems of land tenure systems. 

Education, in particular, plays a very 
critical role in that nearly all elements 
of the development complex are based 
on improvements in the agricultural 
labour force which are in turn the pro¬ 
duct of education. In India, agricul¬ 
tural development programmes have 
foundered because they were ill-con- 
ceived mainly due to lack of adequate 
training and education of planners. 
Even if development plans are well con¬ 
ceived, they often fail in execution for 
lack of personnel with requisite skill and 
training. Mellor has outlined a plan 
of education for farmers, for those serv¬ 
ing the farmers locally and for those 
serving the farmers centrally. 

Planning for Development 

The author ends the book with a 
chapter on planning agricultural de¬ 
velopment, According to him, planning 
makes a positive contribution only if 
it causes the objectives aimed at to be 
achieved more rapidly and more effi¬ 
ciently than if development followed 
natural forces. He warns that planning 
carried on with an incorrect view of 
agricultural development and with in¬ 
adequate or incorrect information is 
likely to give no better and possibly poor¬ 
er results than an unplanned approach. 

The book includes very few specific 
recommendations for agricultural de¬ 
velopment. It rather emphasises the 
basis on which decisions may be made. 
The variability in physical, economic, 
political and cultural farces prevents the 
rendering of sweeping advice and in¬ 
creases the need to tailor programmes 
to specific conditions. 

Within the small compass of about 
400 pages, J.W. Mellor has packed ma¬ 
terial on agricultural development that 
is more than adequate for the common 
reader who is interested in agricultural 
development in particular and economic 
development in general. Vora and 
Company have rendered a great service 
by bringing out this cheap Indian re¬ 
print of the book. 

PROBLEMS OF SHIFTWORK 

‘Shift work* is an indispensable 
associate of industrial activity. The 
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technological requirements and econo¬ 
mic considerations force industrial 
plants to introduce shift work and re¬ 
quire workers to adjust to it. This pro¬ 
cess of human adjustment to changing 
working hours naturally creates many 
problems for the industrial labour. 

India is undergoing rapid industria¬ 
lisation. A large number of new workers 
are being attracted to and absorbed 
into industrial occupations and put 
under shift work. It is therefore neces¬ 
sary that the human aspects of work 
schedules be investigated. Such studies 
will help proper appreciation of the 
socio-psychological problems involved 
in work scheduling, provide bases for 
realistic time schedules in work-plan¬ 
ning and promote industrial health pro¬ 
grammes in the country. 

Basis for Study 

The study on which Human Problems 
of Shift Work is based was conducted at 
three factories in the Delhi area — an 
engineering workshop engaged in high 
precision jobs, a chemical-cum- 
engineering plant and a factory manu¬ 
facturing glow lamps. The sample for 
the study comprised 198 production 
workers. It would be instructive to 
study the findings and the policy 
implications of this study. 

One of the salient fir.dings of this 
study is that about 30 per cent of the 
respondents expressed liking for the 
rotating shift system — i e. work dur¬ 
ing morning, evening and night in rota¬ 
tion at stated intervals. This appears to 
contradict the commonly held belief 
that workers in general do not like 
rotating shift system. Of course, addi¬ 
tional financial incentive might be a 
factor in creating a favourable disposi¬ 
tion towards shift work. However, it 
is established that working in a rotating 
shift tends to make it difficult for the 
employees to perform certain family 
and social roles. The study also brings 
out that the mere fact of being ou a 
particular shift (permanent day shift 
or rotating shift) per se does not lead 
to high anxiety or conflict pressure. 
Another finding is that respondents hail¬ 
ing from urban regions as against rural 
areas reported less difficulty in their 
adjusting to shift schedule. Similarly, 
older respondents with higher levels of 
income and also with larger families, 
showed less conflict pressure than those 
who were younger in age, had lower 
earnings and also had smaller families. 
The study further brought out that the 
dislike for the rotating shift system was 
mainly due to the adjustment problems 
and not because of a neurotic tendency 
or job dissatisfaction among workers. 
And finally, it was noticed that among 
the rotating shift workers, those who 
liked the rotating shift system were also 


most productive during night shift, 
whereas those who disliked the rotating 
shifts were most productive during the 
day shift. However, this trend does not 
come out conclusively in this study. 
As a fact no trends are evident in regard 
to the output variations over the diffe¬ 
rent shifts. 

Equally significant and useful are the 
the policy implications which flow for 
management policies from the above 
findings. It may be noted that the ro¬ 
tating system per se is neither harmful to 
the mental health of workers nor dis¬ 
liked by them. Workers* mental health 
is affected only when they perceive that 
their work schedule interferes with their 
family and social activities. Policies 
need to be developed whereby, on the 
one hand, workers’ perceptions are 
sought to be changed in favour of shift 
work and, on the other, they are helped 
to perform their social and other acti¬ 
vities in a manner that is more satisfac¬ 
tory to them. Also, if the shift system is 
so devised that the frequency of changes 
n in the work schedule is less and the du¬ 
ration of shifts longer, such a system is 
likely to be less disruptive of the social 
and biological rhythms of workers. 

Counsellor's Role 

A worker's belief that it is strenuous 
to work in a rotating shift system may 
come to be based on no more than a 
casually heard remark from some one 
he knows. It is in this context that the 
role of a counsellor becomes important. 
The counsellor should try to break 
through this resistance to shift work. 
He should help the worker to reorga¬ 
nise the various social roles of the wor¬ 
ker that are seemingly or actually inter¬ 
fered with by the shift system. Where 
this difficulty is found to be genuine, 
the counsellor might have to work with 
management to assist the worker 
through modification in his work sche¬ 
dule or by providing other supporting 
services. In extreme cases, the coun¬ 
sellor may have to get a replacement for 
the affected worker. 

The results of the present study have 
obvious implications regarding the merit 
of paying compensation for the incon¬ 
venience and hardships caused by rotat¬ 
ing shift work. The introduction of shift 
premiums in the form of inconvenience 
payments needs serious consideration 
on the part of managements. In many 
countries, workers on the night shift 
receive a shift premium which varies 
from 16 to 20 per cent of the basic wage. 
Rotating shift work also involves some 
additional expenses for the workers on 
items such as food, lighting and travel 
and as such special remuneration for 
such shift work is all the more justified. 
The findings of the present study strong¬ 
ly justify the immediate implementation 


of the ILO recommendation concerning 
shift allowance. 

It is also suggested that special atten¬ 
tion be paid to upgrading the quality 
of work environment on shop floors 
during the night as that is often neg¬ 
lected. More rest pauses as well as 
shortening of working hours may also 
be provided a* they may not be accom¬ 
panied by any Tali in production. In 
many western countries, in recognition 
of the hardships created by shift system, 
workers on night shift are provided with 
special facilities such as transport facili¬ 
ties, preference in company housing, 
snacks and free drinks. All of these 
measures are designed to influence fa¬ 
vourably workers' perception of rotat¬ 
ing shifts. In India also measures along 
the above lines arc likely to create fa¬ 
vourable climate among workers for 
night shift. 

Since India has launched upon a pro¬ 
gramme of rapid industrialisation, the 
fact remains that we are likely to see 
more rather than less of shift work in 
Indian industries hereafter. At the same 
time very little is known about the 
human and managerial problems that 
shift work creates, barring a few general 
notions that have hardly any relevance 
for practical policies. This study has 
made a pioneering attempt to analyse 
some of those problems. 

As the human motivation and beha¬ 
viour are very complex and defy rigid 
generalisation, the findings of the study 
may be taken as only suggestive and not 
conclusive. Since the shift work appears 
to be inevitable, shift worker must be 
understood more thoroughly. Much re¬ 
search, therefore, is needed before any 
crystallisation of the image of a typical 
shift worker take place. With all the 
limitations, this pioneering work in 
that direction is therefore welcome and 
would be found useful for formulating 
labour policy and legislation with regard 
to shift work. 

THE METRIC SYSTEM 

Metric Chang: In India gives an 
authoritative description of the various 
developments leading up to the metric 
change-over in India and the decade 
that followed. The authors — scientists, 
engineers, administrators and educa¬ 
tionists — who tell this instructive story 
of one of the significant achievements 
of free India are all persons with inti¬ 
mate knowledge and wide practical 
experience of the programme of metric 
change in their respective fields of 
specialization. 

In the very first essay Lai C. Verman 
explains the bewildering international 
background with different systems of 
weights and measures against which the 
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metric system was developed during 
the closing decade'of the 18th century 
by a French team of Scientists led by 
Dclambre and Lavoisier and how 
gradually by 1968 more than 40 states 
signed the Metric Convention. 

Verman, -Kaul and R C.S. Sarkar 
have traced the history of metric debate 
in India. Though the country surely 
needed standardisation and unifica¬ 
tion of weights and measures because of 
the bewildering variety and resulting 
confusion and inconvenience that pre¬ 
vailed exposing the average citizen to 
unfair and continuous exploitation, 
it is strange that ii was only in 1955 
• that official attention turned seriously 
to the question of the adoption of the 
metric system. The authors have given 
an exhaustive account of the develop¬ 
ments which ultimately resulted into 
this acceptance. 

Major Difficulties 

M.K. Venkatararaan in his article 
has drawn attention to some of the diffi¬ 
culties such as difficulties of conversion, 
some loss in payments as well as receipts 
when two sets of coins were in circular 
tion and long queues at different coun¬ 
ters, encountered in introducing the 
metric system in India. Theintroduction 
of decimal currency caused mild irrita¬ 
tion and some incovenicnce to the com¬ 
mon man though they were never such 
as to dislocate business to any noticeable 
extent in any part of the country. K.V. 
Venkatachalam has analysed the stra¬ 
tegy adopted in India for the change¬ 
over. 

The Standards of Weights and 
Measures Act, 1956, had stipulated a 
period of ten years for the change-over 
to the metric system. It speakes volumes 
for the strategy planned that the work 
of change-over was completed well 
ahead of the schedule. A silent revolu¬ 
tion in a vital field has been brought 
about through a policy of persuasion 
and understanding. ]t must however 
be mentioned that to derive full benefits 
of the metric system, it is necessary that 
in the area of industrial production also 
the system is adopted in complete super¬ 
session of the old system still in vogue. 
The movement for the change-over in 
tliis field is now gathering momentum, 
though such a complete change-over is 
bound to take some more time due to 
many complexities involved in the pro¬ 
cess. 

Problems of publicity and enforce¬ 
ment have been dealt well by L.R. Nair 
and K.S. Sriniwas. This will be found 
to be extremely illuminating and instruc¬ 
tive to other backward countries intend¬ 
ing to adopt the metric system, P.N. 
Nayar and S.K. Sen have fairly exhaus¬ 
tively analysed the problems of standar¬ 
disation in the industrial field where 
there was quite a chaos with numerous 
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systems of weights and measures. Not 
only a hundred different seer weights and 
more were in use, but often a variety 
of weights was employed iri the same 
market and different weights for differ¬ 
ent commodities. Their conversion into 
the metric weights which was a stupen¬ 
dous task was achieved without much 
hardship in different industries such as 
cotton textiles, iron and steel, metal 
containers, petroleum products, paper 
and printing, etc., etc. Though from 
the point of international relations, uni¬ 
formity of industrial standards between 
India and the other metric countries was 
of obvious importance, some strong 
arguments against the above approach 
were voiced from many quarters parti¬ 
cularly for financial considerations. 

It was pointed out that the change in 
industry meant a series of changes start¬ 
ing from the design table and ending 
with the finished product. Apart from 
the cost of changing designs, measuring 
instruments, jigs, fixtures and tools, 
India could hardly produce the man¬ 
power required to carry out the neces¬ 
sary change. There was however no 
way out and a compromise solution was 
adopted to solve the transitional prob¬ 
lems which are bound to continue in the 
industrial field for some time to come. 
Adoption of the metric system by the 
Indian Railways involves stupendous 
problems. Such a transition involves 
revision of local manuals and reschedu¬ 


August7, 1970 

ling of rates. It involves redesigning of 
plans of bridges, building structures 
and fittings. It means procurement of 
metric measuring equipment to re¬ 
place the existing ones. It means intro¬ 
duction of markings in metric units of 
distances and other particulars of des* 
cription boards of bridges, tunnels, 
tanks, etc. S.L. Kumar has well brought 
out the immensity of the problems of 
transition to metric units in Indian 
Railways. 

The same was true in the case of 
the post, telegraph and telephone ser¬ 
vices in the country where the transition 
for all practical purposes has been com¬ 
pleted. The problems of transition to 
the metric system in mechanical en¬ 
gineering industries comprising of 
thousands of types of machines which 
are all expressed in traditional units of 
measurements, in construction indust¬ 
ries, in survey and land records, in 
education (primary, secondary and 
higher) and in official statistics which 
have all been maintained in traditional 
ways, in tariffs, meteorology and roads, 
shipping and civil aviation have all been 
lucidly analysed by experts in their 
respective fields. 

Discussing the tasks ahead, L.C. Ver- 
man and V.B. Mainkar point out that 
India is also attending to other matters 
directed to the strengthening and integ¬ 
ration of the weights and measures 
administration and promoting the de- 


WIDEST COVERAGE FOR YOU 
IN 

MAGAZINES & BOOKS 

* MANAGEMENT 
* ECONOMICS 

* COMMERCE 

* POLITICS 

* SCIENCE 

* TECHNOLOGY 

Write today to : 

INTERNATIONAL BOOK BOUSE PVT. LTD. 

Indian Mercantile Mansions (Extn.), 

Madame Gama Road, Bombay-1. 

Branch at: Press Division: 

91, Mahatma Gandhi Road, W.Q. JUDGE PRESS 

Bangalore-1. 97, Residency Road, 

Bangalore-25. 



August % 1970 


EASTERN ECONOMIST 



^Restless with wanderlust 
haven't left India for three whole years. 
Leave now with everyone's blessings, 
especially ours. 

With all the assistance 
Air-lndia alone can give.\ 
%Cohtactusoryourtravel_agenttodayJ 


A/R/ND/A 

Aunow) 



256 


EASTERN ECONOMIST 


velopment of scientific metrology to 
meet the growing hnd complex needs of 
modern technology. The claim of the 
authors that the common man has pro¬ 
ved to be extremely receptive to the new 
idea and has exhibited an extrac.dinary 
degree of understanding, both of'the 
need for the change and also of what it 
implied for him personally, is dispu¬ 
table. It would be more correct to 
say that it was due to the traditional 
passivity and indifference on the part of 
the majority of Indians that the trouble 
did not occur. 

But the argument put forward, else¬ 
where, that it was necessary to bring 
about this vital change at this juncture 
(1956) when India was just on the 
threshold of industralisation, though 
the change-over would mean diverting 
vital resources for this purposes, appears 
sound. Such a transition after substan¬ 
tial progress in industrialisation in India 
would have only made the change-over 
more difficult and costly. 

The book contains a fund of valuable 
information and first hand account of 
historical, legislative, educational and 
other aspects of this bold and imagi¬ 
native experiment to change-over to the 
metric system. But the book though 
well-produced suffers from one defect. 
Many authors cover the same ground 
again and again, and though in such 
collection of articles by numerous 
writers certain amount of repetition is 
inevitable, it is nonetheless exasperating. 
The defect could have been avoided by 
better planning of the book. And yet 
the book describing the Indian experi¬ 
ence would be of great value to other de¬ 
veloping as well as advanced countries 
involved or going to be involved in such 
an enterprise of change-over from tradi¬ 
tional to the metric system of weights 
and measures. 

ECONOMIC THOUGHT 

History of Economic Thought was 
first published in 1961. The material in 
this third edition has been thoroughly 
revised, expanded and brought up-to- 
date to make the study of the subject 
more comprehensive and useful to the 
students. The study of the develop¬ 
ment of economic thought from the an¬ 
cient times to the present day is an essen¬ 
tial part of a systematic and comprehen¬ 
sive study of the science of economics. 
There is no dearth of standard works on 
the subject by foreign authors. But they 
have their shortcomings. Some deal 
with only some specific period and some 
others from only specific angles. Be¬ 
sides, these foreign authors rarely deal 
with Indian economic thought which 
has been included in the syllabi of many 
Indian universities for B.A. and M.A. 
courses. 

To facilitate the study of such a vast 
subject, the book has been divided into 


five parts: pre-scientific economic 
thought, development of the English 
classical thought, development of 
socialism, modern economics and 
economic thought in India. 

The author has succeeded well in pre¬ 
senting succinctly not only the ancient 
economic ideas of the Greeks and 
the Romans, the medieval economic 
thought and the ideas of the classical 
economists like Adam ' Smith, Mal- 
thurs, Ricardo and J.S. Mill, but also 
contribution of Alfred Marshall, Pigou 
and Keynes. The brief critical evalua¬ 
tions of the economic ideas of all these 
thinkers will be found very useful. 
Part V of the book traces the develop¬ 
ment of economic thought in India. 
The author has analysed the economic 
ideas of Indian stalwarts like Dadabhai 
Nawroji, M.G. Ranade, D.E. Wacha, 
R.C. Datta, G.K. Gokhale, V.G. Kale, 
Brij Narain, K.T. Shah, Radhakamal 
Mukerjce, Gyan Chand, C.N. Vakil, 
J.K. Mehta, D.R. Gadgil, V.K.R.V. 
Rao and some others- 

Emphasis on Decentralisation 

The chapter on “Gandhian Econo¬ 
mics” with its emphasis on decen¬ 
tralisation, regeneration of villages, 
doctrine of trusteeship, village indust¬ 
ries and khadi, and sarvodaya pro¬ 
gramme is particularly illuminating. 
The author has given a good com¬ 
parison of Gandhian economics and 
the Marxian system. This part V of the 
book critically describing the develop¬ 
ment of the Indian economic thought 
from ancient times to the present day 
appears to be the special feature of the 
book. 

The task of painting on such a vast 
canvas is extremely difficult. When one 
has to deal with hundreds of economic 
thinkers belonging to different ages, 
schools and countries, one is more often 
than not likely to fall into numerous 
pitfalls. Essential details may be 
missed and the overall picture may be¬ 
come blurred. Co-ordination of diffe¬ 
rent trends of thought may not be effec¬ 
ted and the reader may find himself in a 
position of suspended animation. One 
may become too much subjective, un¬ 
consciously though, in one’s critical esti¬ 
mate of an author who belongs to oppo¬ 
site school of thinking and may there¬ 
fore not achieve that academic objecti¬ 
vity which is an essential part of such 
historical writings. The fear of one 
losing the sense of proportions and dis¬ 
torting the whole picture is also very 
great. One m^y neglect the historical 
background and therefore wrongly 
lacking the stupendous intellectual abi¬ 
lity, imagination, historical sense and 
critical faculty required for dealing satis¬ 
factorily with such a vast subject, one 
is likely to be vague and superficial. 
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The task which Dr Srivastava has under¬ 
taken is so vast and complex that it is no 
censure of him to say that he has been 
prone to all the above defects. On the 
contrary, to have undertaken this ambi¬ 
tions forbidding task and to have 
committed fewer mistakes when more 
would have been permissible is to 
deserve a compliment. 

PROBLEMS OF TRANSITION 

In Problems of Economic Transition , 
Ranajit Das Gupta has made an attempt 
to investigate the complex process of 
economic modernisation of the Indian 
economy. The book attempts to ana¬ 
lyse both general problems such as the 
nature and problems of economic transi¬ 
tion in India since independence as well 
as particular problems such as the speci¬ 
fic characteristics of the transition in 
India from a pre-capitalist, colonial eco¬ 
nomy, the development of capitalist 
relations, the emergence and growth of 
the Indian capitalist class, the nature 
and impact of state intervention in 
Indian economy, the obstacles to in¬ 
dustrial revolution, the extent and 
strength of the survivals of feudalism 
and the role of foreign monopoly capi¬ 
talism. On the basis of this analysis the 
author attempts to show the direction 
in which India is moving. 

The author is firmly convinced that 
the Marxist-Lcninist approach is 
highly useful in providing fresh and 
significant insight into the process of 
economic changes in India and its conse¬ 
quences. He is firmly convinced that 
Marx’s ‘two paths’ of transition to 
capitalism gives a very fruitful concep¬ 
tual tool for properly analysing and 
understanding the above problems of 
Indian economy. Following this ap¬ 
proach, the author seeks to explain 
how political developments help to shape 
economic phenomena and how they in 
turn are influenced by economic develop¬ 
ments. The author emphasises the 
interplay between economics and poli¬ 
tics. 

In India transition from pre-capita¬ 
list, pre-industrial society to capitalism 
and industrialism is not yet complete. 
India is still in the stage of transition. 
The author raises some questions such 
as: What are the specific features of 
capitalist development in India? Along 
what particular path has the develop¬ 
ment been proceeding? Are the present 
difficulties and contradictions connec¬ 
ted in any way with the specific path 
along which capitalist development has 
been taking place in India? Has Marx’s 
concept of two paths of capitalist deve¬ 
lopment any relevance in the Indian 
context? 

About ‘two paths’, Marx writes: 
"The transition from the feudal mode 
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of production is two-fold. The producer 
becomes merchant and capitalist... 
This is the really revolutionary path.. 
Or else, the merchant establishes direct 
sway over production. However much 
this serves historically as a stepping 
stone.. it cannot by itself contribute to 
the over-throw of the old mode of pro¬ 
duction, but tends rather to preserve 
and retain its precondition... This sys¬ 
tem presents everywhere an obstacle to 
the real capitalist mode of production... 
Without revolutionising the mode of 
production, it only worsens the condi¬ 
tion of direct producers, turns them 
into mere wage-workers and proletarians 
under conditions worse than those 
under the immediate control of 
•capital, and appropriates their sur¬ 
plus labour on the basis of old mode 
of production.” According to the 
author, the first path is illustrated by the 
path of development followed by Eng¬ 
land and France where bourgeois revo¬ 
lution, capitalist development and 
economic surgeforward had as their 
basis the class of free and independent 
peasants and the class of small and 
middle-class commodity producers. 

The Second Path 

On the other hand, in Germany, Japan, 
Russia and Italy capitalist development 
took place along the second path. In 
these countries the class of free and in¬ 
dependent peasants and petty commo- 
-ditv producers and middle-class bur¬ 
ghers were underdeveloped and various 
aspects of pre-capitalist land property 
survived. Thus, in all these countries, 
capitalism was created on the basis of 
fusion and alliance rather than con¬ 
flict with pre-capitalist forms of approp¬ 
riation of surplus-labour and under the 
control of highly paternalistic despotic 
regimes exemplifying a process of 
transformation of merchant capital into 
industrial capital. 

The possibility of capitalist develop¬ 
ment in India along the first path, which 
according to the author is the revolu¬ 
tionary path, was permanently sealed 
firstly by the devastating ruination of 
petty producers, particularly the urban 
artisans and craftsmen, at the close of 
18th century and the first half of the 
19th century, brought about by colonial, 
commercial and industrial policies of 
Orcat Britain, and secondly by the anni¬ 
hilation of the traditional rights and 
interests of the peasant producers and 
tying them up to the modes of semi- 
feudal exploitation as well as mercantile- 
usurious exploitation. Thus, India has 
been following the second path of trans¬ 
formation combining the new modes of 
production with semi-feudal practices 
and institutions. In consequence, accor¬ 
ding to the author, the transformation 
of merchants and money-lenders into 
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production-oriented capitalist entrepre¬ 
neurs has been only partial and in¬ 
complete and plough-back rate of sur¬ 
plus generated in the industrial sector 
has remained low. Consequently, 
industrial development on a broad front 
accompanied by technological advance 
has failed to take place in India. 

According to the author, it is this 
adoption of the second path which has 
created the complex problems of transi¬ 
tion and has retarded economic growth 
of India. Thus, analysing the land re¬ 
forms, the author feels that instead of 
converting cultivating peasants into 
owners of lands, the land reforms still 
permit the existence of concentration of 
landownership, functionless absentee 
landlordism, extensive tenancy of feudal 
category and rack-renting. The same 
applies, according to the auLhor, to the 
industrial field where instead of the 
the first and revolutionary path, Indian 
policy, following the second path, still 
permits concentration of produc¬ 
tion in a few hands, etc., etc. The 
author has attributed every conceivable 
difficulty which India is facing at the 
present to her adoption of the second 
path of capitalist development. 

Since the author unhesitatingly be¬ 
lieves in Marx’s ‘two paths’ of transition 
to capitalism, his dogmatic approach 
does not allow him to view any Indian 
developments in their proper perspective 
and in a comprehensive way. To main¬ 
tain that England followed the first path 
of capitalist development is to misread 
and to distort English economic history. 
Social phenomena and changes are 
too complex to be properly analysed 
and understood by such mechanistic 
approach. What Das Gupta has there¬ 
fore done is to distort history and make 
the facts of history forcibly fit into his 
accepted notions of development. The 
thesis that could have been put forward 
in a small monograph has been leng¬ 
thened into a book of more than 400 
pages with repetitions that bore and 
with novel interpretations of Indian 
developments that appear to average 
Indian readers strange and incompre¬ 
hensible. When one completes the read¬ 
ing of this book, one instinctively re¬ 
members what Eric Roll wrote about 
Marx* ‘‘Marx left behind an irrational 
and, indeed, an anti-rational legacy.’' 

BANKING AT C ROSS-ROADS 

With the nationalisation of 14 major 
commercial banks, it may well be said 
that Indian banking stands at the cross¬ 
roads today. People have come to ex¬ 
pect so much from the nationalised 
banks that one becomes sceptical as 
to whether the banks have been well- 
equipped to cope with the new demands 
and meet the new challenges made upon 
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them. In their efforts to adjust themselves 
to these dynamic times and conditions, 
they will naturally have to depend 
upon valuable advice and guidance from 
the Reserve Bank of India, which as the 
central bank of the country, has the 
duty to evolve and execute a sound 
monetary and credit policy and help 
maintain a stable and efficient banking 
system in the country. There could 
not have been a more opportune time 
than this for the book The New Role of 
Reserve Bank in India's Economic 
Development to appear and possibly 
there could not have been a better per¬ 
son than Mr Manubhai Shah, a former 
Commerce Minister and a very critical 
student of the Indian economy to under¬ 
take this task. As the author states, 
“in a world of constant change, an 
occasional re-look will pay ample divi¬ 
dends.” With this view, the author has 
tried to analyse and evaluate the work¬ 
ing of the Reserve Bank of India and to 
suggest certain changes which would 
improve its functioning in the changing 
conditions of our times. 

Disappointing Factor 

The author is firmly convinced that 
a crop of outgrowth has impeded the 
efficien t functioning of the Reserve Bank 
of India. Shah is much disappointed 
by the extreme fragility of the existing 
structure of the Reserve Bank which has 
cramped its style qf functioning as the 
watch-dog of the country’s credit and 
monetary policies, its ineffectiveness as a 
maker of those policies, its inadequacy 
in the field of foreign exchange manage¬ 
ment and its failure in maintaining a 
long-term price stability for the econo¬ 
my. The author emphatically insists 
that the Reserve Bank concentrate its 
attention only on its primary and basic 
functions, namely (i) evolution and exe¬ 
cution of credit and monetary policies 
of the country: (ii) the management of 
public borrowings and public debt; 
(iii) the management of foreign borrow¬ 
ings and foreign debts; (iv) the control 
and management of foreign exchange 
and (v) the supervisory task as the watch¬ 
dog of all lending and developmental 
financing institutions. 

What has happened is that in the pro¬ 
cess of its historical growth, the Reserve 
Bank of India has become a repository 
and a dumping ground of too many 
promotional and developmental func¬ 
tions. Inevitably this has deflected its 
thinking and energies away from the 
main objectives. Nobody seems to be 
aware that continuation of such an 
arrangement adversely affects both the 
management of money and credit on 
the one hand, and developmental func¬ 
tions on the other. 

The policy implication of this analy- 
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sis of the author is that the earlier the 
specialised developmental functions 
are separated out and entrusted to speci¬ 
ally constituted institutions, better will 
it be for the nation’s economy. The 
developmental activities will thi n gain 
momentum, and simultaneously the 
Reserve Bank for its part will be able to 
function far more effectively in its pri¬ 
mary role as manager of money and 
credit policies. 

That it has not been doing so at 
the present is obvious. Thus, the 
most important factor that accele¬ 
rates the process of economic develop¬ 
ment is the co-ordinated function of 
mobilising savings and rationalising 
credit inputs. But this function is 
today receiving* a secondary place. All 
the floatations of securities, bonds and 
loans and tapping of small savings have 
become more or less a ritual for merely 
filling up the scrips for the formal 
annual and periodical borrowings for 
banks and financial institutions. Di¬ 
verse modern methods of tapping local 
and regional resources are practically 
non-existent. There is no real work 
done in the matter of educating public 
opinion in this matter and in attracting 
and tapping more and more resources 
from the public. The author rightly 
feels that all these objectives can be 
achieved effectively only if instead of 
working as an over-grown and ill-assor¬ 
ted conglomerate, the functioning of the 
Reserve Bank of India is rationalised 
for effective specialisation in its primary 
functions. 

As a corollary, Manubhai Shah has 
recommended the creation of a number 
of specialised developmental financial 
institutions which are to function under 
the overall supervision and guidance 
of the Reserve Bank of India. There is 
to be the National Agricultural and 
Co-operative Bank which is to be in full 
charge, directly and indirectly, through 
the state co-operative banks, land mort¬ 
gage banks and nationalised banks, of 
agricultural finance. There is to be 
Industrial Development Bank of India 
to give medium and long-term loans to 
industries, to underwrite and subscribe 
to shares and debentures, to extend 
guarantees to Indian and foreign parties 
and thus to be in-charge of finance to 
large-scale industries in the country. 
There is to be Unit Trust of India with 
five or six autonomous branches to 
serve different regions. Export Bank of 
India is to stimulate India's export 
trade through its credit and guarantee 
operations. National Credit Guarantee 
Fund is to be established for the purpose 
of executing co-ordinated pattern of 
guarantees as well as counter-guarantees 
for all types of loans and credits. And 
there is to be Banking Co-ordination 
Committee to co-ordinate the functions 
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and functioning of all the above institu¬ 
tions, to ensure that the credit system 
as a whole works on a systematic and 
rational basis in accordance with the 
Plan priorities and within the overall 
frame of the government policies. 

The scheme ‘ envisaged is aimed at 
putting the whole credit system on a 
rational basis. The Reserve Bank will 
be relieved of a number of responsibi¬ 
lities and be able to function more 
appropriately as the central bank. At 
the same time, the credit requirements of 
different sectors such as small and large 
industries, agriculture and export will 
be studied, planned and met adequately 
by different specialised institutions. 

The book may not appeal to the 
academiciansandthe sophisticated, may 
lack the analytical rigour and compact 
and facile exposition, may lack the em¬ 
pirical basis to prove the arguments 
put toward and to support the advocacy 
of his programme, may be patchy in 
parts (especially in regard to chapter 
III dealing with central banks in other 
countries) and may be repetitious in 
others; and yet Manubhai Shah, as a 
practical administrator of vast expe¬ 
rience and as a man well-versed in the 
business world, has a point of view that 
merits attention and serious considera¬ 
tion at the hands of the powers con¬ 
cerned. The arguments arc bold, frank 
and generally convincing. One there¬ 
fore wishes that the whole thesis of this 
book should have been put forward in a 
manner morfe befitting the great im¬ 
portance of the subject. The subject 
merits a more elaborate, a systematic 
and exhaustive treatment. Anyway 
this book is bound to provoke some 
serious thinking on this very vital prob¬ 
lem of the reorganisation of the Reserve 
Bank of India. 
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David R. Croome and Harry G. 
Johnson; Oxford University Press; 
Pp 304; Price £ 1 in UK only. 

HPJ Kapoor's Multicurrency Exchange 
Tables: H. L. Kapoor and J. L. 
Kapoor; H. P. J. Kapoor, 3081, Par- 
tap Street, Subhash Marg, Delhi-6; 
Pp 386; Price Rs 16. 

Export Pricing : Published by the 
Indian Institute of Foreign Trade, 
H-24 Green Park Extension, New 
Delhi-16; Pp 104; Price Rs 8.50 

External Debt of the Government of 
India : Chandra Dalava; Vora and 
Co Publishers (Pvt) Ltd; Pp 117; 
Price Rs 12. 

Rural Industrial Development : J. D. 
Sundram; Vora and Co., Publishers 
(Pvt) Ltd, Pp 181; Price Rs 12.50. 

Agriculture in Economic Development: 
Edited by Carl Eicher and Lawrence 
Witt; Vora and Co., Publishers 
(Pvt) Ltd., Pp. 415; Price Rs 10. 

America and Swaraj (The US Role in 
Indian Independence) : A. Guy Hope; 
Vora and Co Publishers (Pvt) Ltd; 
Pp 136; Price Rs 3. 

Business and the American Government 
Karl Schnfltgiesser; Vora and Co- 
Publishers (Pvt) Ltd; Pp 98; Price- 
Rs 2, 

Labor Unions in America ; John Her- 
ling; Vora and Co Publishers (Pvt) 
Ltd; Pp 78; Price Rs 2. 

Social Security in America: William 
Lloyd Mitchell; Vora and Co Pub¬ 
lishers (Pvt) Ltd; Pp 82; Price Rs 2. 

The American Newspaper ; Alwin Sil¬ 
verman; Vora and Co Publishers 
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(Pvt) Ltd; Pp 75; Price Rs 2. 

American Crafts and Folk Arts : Erwin 
O. Christensen: Vora and Co Pub¬ 
lishers (Pvt) Ltd; Pp 90; Price Rs 2. 

American Architecture : Thomas H. 
Creighton: Vora and Co Publishers 
(Pvt) Ltd; Pp 85; Price Rs 2. 

(i) Parental Care ; (ii) Your Child from 
I to 6 : Originally published by US 
Department of Health, Education 
and Welfare, Social Security Adminis¬ 
tration : Adapted by NirmalaKher; 
Vora and Co Publishers (Pvt) Ltd; 
Pp 147; Pp 152; Price Re 1 each. 

Your Child from 6 to 12 : Originally 
published by US Department of 
Health, Education and Welfare, So¬ 
cial Security Administration: Adapt¬ 
ed by Dr Karaala Bhoota; Vora 
and Co Publishers (Pvt) Ltd, Pp 248; 
Price Re 1. 

A Healthy Personality for Your Child : 
Adapted by Miss Maya Mehta; 
Vora and Co Publishers (Pvt) Ltd; 
Pp 42; Price 80 Paise. 

Statistics : A. B. Bhattacharya; Bharati 
Bhawan, Exhibition Road, Patna-1; 
Pp 527; Price—Student Edition Rs 
15; Library Edition Rs 18.00. 

Directory of Indian Exporters of Inter¬ 
nal Combustion Engines and Pumps : 
Published by Engineering Export 
Promotion Council, 14/IB Ezra Street, 
Third Floor, Calcutta-l; Pp 62; 
Price Rs 5. 

A Course in Monetary Theory : D. M. 
Mithani; Somaiya Publications Pvt 
Ltd, Bombay; Pp 686; Price Rs 20. 

Case Books in Production Management : 
Basic Problems , Concepts and Tech¬ 
niques : Arch R. Dooley, William, 
K. Holstein, James L. McKenney, 
Richard S. Rosenbloom, C. Wickham 
Skinner and Philip H. Thurston; 
Wiley Eastern Private Ltd, J-41, 
South Extension-1, New Delhi-49; 
Pp 738; Price Rs 16.50. 

Case Books in Production Managements: 
(i) Production Operating Decisions in 
the total Business Strategy, (ii) Opera¬ 
tions Planning and Control , (Hi) Wage 
Administration and Worker Produc¬ 
tivity : Arch R. Dooley, Robert E. 
McGarrah, James L. McKenney, 
Richard S. Rosenbloom, C. Wick¬ 
ham Skinner, and Philip H. Thurs¬ 
ton; Wiley Eastern Private Ltd; 
Pp 427; Pp 314; Pp 219 respectively; 
Price Rs 15.00, Rs 12.00 and Rs 
10.50 respectively. 

Labour Problems of Technological 
hange : L.C. Hunter, D. Boddy, G.L. 
Reid;George Allen & Unwin; Pp 363 
Price £ 4 (in UK only). 
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RECORDS AND STATISTICS 

Export Policy Resolution 


The salient features of the export 
policy resolution which was presented 
to Parliament on July 30, 1970, inclu¬ 
ded identification of the products 
which were in demand abroad and 
which our country could produce 
relatively efficiently. The resolution 
•stated that a new organisation was 
bein| set up in the public sector to 
provide package assistance to indi¬ 
vidual entrepreneurs for building up 
their export potential. Temporary 
restraints on domestic consumption 
are envisaged so as to promote ex¬ 
ports as export markets once lost can 
hardly be regained. 

The full text of the resolution is given 
below :— 

India's foreign trade policy has been 
reviewed in the context of the objec¬ 
tives, strategy and priorities of the 
fourth five-year Plan. Government 
is of the view that expansion of export 
earnings is as crucial for financing the 
Plan as the mobilisation of domestic 
resources. To achieve national self- 
reliance and to reduce dependence on 
external assistance, export earnings 
need to be expanded at a high rate. The 
compound rate of expansion envisaged 
in the fourth Plan is 7 per cent per 
annum. 

Promoting Economic Efficiency 

A steady increase in export earnings 
is dependent on the continuous de¬ 
velopment and expansion of export- 
oriented production. The aim of such 
development should be the promotion 
of economic efficiency, diversification 
of production and better utilisation of 
skilled and unskilled manpower. The 
development of the economy’s ex¬ 
port sector has thus a vital role to 
play in the achievement of the Plan’s 
social and economic goals. The 
needs of this sector should, therefore, 
receive very high priority. 

The experience of the past few years 
testifies, on the one hand, to the coun¬ 
try's potential for achieving a rising 
level of exports and, on the other, to 
the need for the adoption of appro¬ 
priate policies and measures designed 
to promote investment in and deve¬ 
lopment of the promising sectors of 
the economy. 

In each of the broad lines of pro¬ 
duction such as agriculture, horticul¬ 
ture, sericulture, forestry, fisheries. 


minerals, textiles, chemical and en-. 
gineering industries, electronics, etc., 
the products having long-term export 
potential will be identified with greater 
precision and special measures and 
programmes will be undertaken to 
secure their development and improve¬ 
ment. At the same time, like attention 
and assistance will also be provided 
for consolidating the position acquired 
in overseas markets by our traditional 
products such as tea, jute manufac¬ 
tures, cotton textiles, etc., and for 
identifying in these sectors, new areas 
of growth and production adaptation. 

Promising Potential 

In the agricultural sector, the pro¬ 
duction of cash crops identified as 
possessing a promising export po¬ 
tential such as, cashew kernels, oil¬ 
seeds, raw cotton, raw jute, spices, 
tobacco, etc., will be developed further 
through increased provision of requisite 
inputs including irrigation, fertilisers, 
improved seeds, pesticides and other 
plant protection measures and 
through improved methods of cultiva¬ 
tion. The object of the development of 
cash crops would be to promote not 
only their direct exports but also to 
augment their availability and improve 
their quality so as to increase the in¬ 
come from the overseas sales of pro¬ 
cessed and finished goods based on 
them. 

In horticulture, production of fruits, 
vegetables, and flowers, both in na¬ 
tural and processed forms, will be 
developed scientifically and on a com- 
merical scale. This would call for not 
merely the organisation of adequate 
production, but also of processing and 
transportation facilities. Special mea¬ 
sures, including multiplication of silk¬ 
worms and increasing their feedstock 
will be taken in co-operation with 
concerned state governments to in¬ 
crease the availability of silk and to 
improve its quality. 

In view of the recent increase in the 
export of and demand for seafoods 
and their abundant availability in the 
Indian Ocean, there is urgent need 
for scientific exploitation of the po¬ 
tential in its sphere. To this end, 
appropriate measures for the expansion 
of the country’s deep-sea fishing 
fleet and organisation of adequate 
facilities for processing the catch 
will be undertaken. 

India’s forest resources have not 
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yet been fully harnessed for the pur¬ 
pose of exports. Apart from shellac, 
gums and other resins, there is scope 
for increasing the export of timber and 
processed plywood/veneers and minor 
forest produce. The export potential 
of our forest produce will be exploited 
more fully. Similar steps will be 
taken in regard to livestock, hides 
and skins, and the processing indus¬ 
tries based on them. 

In the mineral sector, iron ore is 
among our principal foreign exchange 
earners and the country is fortunately 
endowed with such large reserves that 
even at a high rate of exports, domestic 
requirements of ore for steel making 
can be easily met. Further, invest¬ 
ment in the development of mines 
and in processing the raw ore for ex¬ 
port as well as in the provision of 
transport and port handling facilities 
is called for. Geological exploration 
and development of other ores, J .g. 9 
raagnanese ore, chrome ore and bau¬ 
xite as also of other minerals such as 
mica, cadmium, sillimenite, kyanite 
and fluorspar needs to be encouraged 
both for direct export and for use in 
the production of finished products for 
export. The expansion of the mi¬ 
neral sector would not only help to 
augment export earings but also acce¬ 
lerate the development of backward 
regions in the country. 

Need for Diversification 

In the textiles sector, based on cot¬ 
ton, wool, jute, coir, silk and syn¬ 
thetics, there is need for diversification 
and modernisation of industry and for 
product development. Keeping in 
view the size of India's textile industry 
selective modernisation of exporting 
or export-oriented units will be under¬ 
taken so as to equip them with modern 
machinery, if necessary, through im¬ 
ports. The export of yarn, of blended 
and finished fabrics and of readymade 
garments will be stepped up. In jute 
goods, since carpet backing cloth and 
decorative fabrics hold out the pro¬ 
mise of long-term growth, expansion 
of their production will receive special 
attention. Expenditure on research 
and development to adapt traditional 
fibres to changing consumer pre¬ 
ferences will be increased and special 
encouragement will be given to the or¬ 
ganisation and expansion of produc¬ 
tion in the product lines for which 
overseas demand is expected to in¬ 
crease. 

The diversification of industrial 
production and the improvement of its 
economic efficiency have been assigned 
an important role in the fourth Plan. 
Fortunately, industrial products also 
constitute the most dynamic compo¬ 
nent of international trade. I he value 
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added to the export product by the 
industrial processes is high and the 
export of industrial products gives 
expanding opportunities for the uti¬ 
lisation of dur resources in skilled and 
unskilled manpower. 

Our industrial policy will conse¬ 
quently be guided not only by internal 
requirements but also by the rising 
demand for our industrial products in 
overseas markets. Recent changes 
in industrial licensing policy provide 
facilities for fostering the creation of 
new export capacity. In implementing 
it, the aim will be to generate expand¬ 
ing surpluses of industrial products. 
In pursuing this aim, every effort 
will be made to assist export-oriented 
units in the private and public sectors 
to achieve economics of scale, improve 
efficiency of production, reduce costs 
and adapt production to meet the re¬ 
quirements of their customers abroad. 
To this end, the procedures relating 
to foreign investment, licensing of crea¬ 
tion or expansion of industrial ca¬ 
pacity, licensing of import of capital 
goods and raw materials or other in¬ 
puts, will be suitably adapted. Every 
effort will also be made to secure that 
indigenous industrial raw materials 
required for export production are 
made available in right quality and 
quantity, and at fair prices. 

Labour Intensive Products 

There is a steady increase in the de¬ 
mand, especially in industrial coun¬ 
tries, for labour-intensive products. 
A number of these products can be 
manufactured economically in our 
small or medium scale sectors. Every 
effort will be made to organise their 
production and marketing so as to 
secure quantitative and qualitative 
adequacy of their output and sales. 
Equally, there is a growing demand in 
developing countries for the products 
of our technology which are more re¬ 
levant to their needs at the present 
stage of their development. Special 
encourageemnt is intended to be pro¬ 
vided to producers and exporters of 
equipment for the development of in¬ 
frastructure, industrial machinery, 
machine tools and consumer durables 
to meet the emerging requirements of 
other developing countries. India is 
also in a position to undertake turnkey 
projects abroad, including the pre¬ 
paration of feasibility studies, blue¬ 
prints, supply of machinery equip¬ 
ment and materials and their instal¬ 
lation and maintenance. Indian films, 
both in the public and private sectors, 
will be given encouragement to compete 
for such projects, and to contribute to 
economic co-operation among deve¬ 
loping countries* 

The skills of India's artisans and 


craftsmen have made a significant con¬ 
tribution to India’s foreign exchange 
earnings through the export of handi¬ 
crafts. These will be developed to 
meet the emerging needs of overseas 
customers and changing trends in 
overseas markets. 

Indian industries have begun to 
compete in international markets on 
the strength of their own inherent effi¬ 
ciency. The main responsibility for the 
task of further improving their com¬ 
petitive ability naturally rests with 
producing units. Government will, 
however, provide the necessary assis¬ 
tance to build up efficient production 
and, in the meanwhile, endeavour to 
compensate exports for the temporary 
handicaps that stem from transitional 
difficulties inherent in a developing 
economy and to alleviate the disad¬ 
vantages arising from our domestic 
fiscal policies or tariff barriers in im¬ 
porting countries. 

Defending Traditional Sector 

'While rapid growth comparable to 
that envisaged in the non-traditional 
sector cannot be expected in the tra¬ 
ditional items of exports, it will be go¬ 
vernment’s policy to promote measures 
to improve their competitiveness in 
the international market, to defend 
their unit value, and to improve to the 
extent possible, their export perfor¬ 
mance. Attention will also be paid to 
modernising our marketing and pro¬ 
motional techniques and improving 
the efficiency of exporting firms enga¬ 
ged in this sector. 

As the quality of production for 
export needs special attention govern¬ 
ment will strengthen, expand and inten¬ 
sify its policy of compulsory quality 
control and pre-shipment inspection. 
The provisions of the Quality Control 
and Preshipment Inspection Act will 
be rigorously enforced. The Export 
Inspection Council of India, which is 
assisted in the implemention of com¬ 
pulsory quality control and preship- 
nient inspection by the Indian Standards 
Institution and by the Directorate of 
Marketing and Inspection, will endea¬ 
vour to improve the efficiency of its 
services so as to reinforce the con¬ 
fidence of overseas importers in the 
authenticity of its certificates of qua¬ 
lity. 

Exportable surpluses do not always 
arise automatically. Sometimes when 
there is a shortfall in production or 
indigenous production on an adequate 
scale is yet to be developeo, there 
lends to be a temporary conflict bet¬ 
ween domestic consumption and ex¬ 
port. Since export markets once lost 
can hardly be regained, a part of the 
production must always be made 


available to earn needed foreign ex¬ 
change through, if necessary, temporary 
restraints on home consumption. 
The question of restraint will be de¬ 
cided in consultation with the minis¬ 
tries concerned keeping in view the 
degree of essentiality of the product 
in question for industrial use or con¬ 
sumption at home. 

Export marketing and product de¬ 
velopment have now become highly 
specialised disciplines. Our efforts to 
improve marketing research, to build 
up marketing skills and to train export 
managers will be intensified and ex¬ 
panded. The projections of the expan¬ 
sion of international trade over the 
seventies will be studied so that new 
investment effort in the country is 
directed to areas where we have na¬ 
tural factor endowment advantages 
and the overseas markets have growing 
needs for our products. 

Product and market research is 
currently the responsibility of several 
bodies, official and non-official. Their 
work will be co-ordinated and the re¬ 
sults of research will be pooled so as 
to promote more effective utilisation. 

Export promotion councils and com¬ 
modity boards are providing ex¬ 
port services to producers and ex¬ 
porters and are helping them to co¬ 
operate in their export promotion 
endeavours. The effrctiveness of the 
services provided to their members 
will be improved; and the responsibi¬ 
lity for the execution of development 
programmes and the achievement of 
time bound targets will be fixed on 
them. 

Need for Publicity 

The world does not yet have an ade¬ 
quate picture of India’s recent tech¬ 
nological, industrial, and commerical 
resurgence. Our efforts in the field of 
commerical publicity will be streng¬ 
thened and the Directorate of Exhibi¬ 
tions and the Indian Council of Trade 
Fairs will adopt modern techniques 
of audio-visual projection. 

The role of the public sector in the 
development and expansion of our 
foreign trade will be expanded pro¬ 
gressively and substantially. Its com¬ 
petence to penetrate new markets and 
to market new products as well as to 
provide merchandising services to 
Indian producers will be built up. 
Special attention will be made to forge 
enduring relationship with procure¬ 
ment authorities and trading firms 
and organisatonsin overseas countries. 
New patterns of relationship with slate 
trading organisations in other coun¬ 
tries will be evolved. This effort will 
be spearheaded by the State Trading 
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Corporation of India and the Minerals 
and Metals Trading Corporation of 
India. Subsidiaries of these corpo¬ 
rations will be organised and new pub¬ 
lic sector agencies w ill, whet ever and 
whenever necessary, be create L 

in particular, a new organisation is 
being set up in the public sector to 
provide package assistance to indi¬ 
vidual enterprises to build up their 
export potential and to earn and sus¬ 
tain the confidence of overseas cus¬ 
tomers. Manufacturing enterprises in 
the public sector will be assisted to or¬ 
ganise their overseas marketing di¬ 
visions. Public sector agencies will 
provide leadership for the country’s 
commercial effort and will co-operatc 
with other export houses and agencies 
actively in attaining a standard of co¬ 
mmercial efficiency comparable to the 
best in the world. 

Provision of adequate and timely 
finance is indispcnsablc for both ex¬ 
port production and export marketing. 
Packing and post-shipment credits are 
already being provided on concessional 
terms by commercial banks with the 
support of the Reserve Rank of India, 
while the Export Credit and Guaran¬ 
tee Corporation provides credit in¬ 
surance facilities. Every elfort will 
be made to strengthen and expand 
these credit arrangements and put 
them on an internationally comparable 
basis and the framework of financial 
institutions for the purpose, will be 
suitably strengthened. 

New Pattern of Finance 

With the nationalisation of major 
scheduled banks, it has become possible 
for the banking system to evolve fresh 
programmes and new patterns for their 
financial and technical services to the 
exporting community. The aim will 
be to induce entrepreneurs to expand 
and adapt their production with a view 
to entering into enduring relationships 
with overseas importers and to offer 
attractive terms and conditions to 
importers and users of our products 
abroad. 

In order to encourage export orien¬ 
tation of production, the investor 
must have the assurance that export 
policies shall be reasonably stable and 
that production for exports would be 
advantageous to the producer. To this 
end, export policies should enjoy 
a degree of stability at least over the 
period of the fourth Plan. There will 
however, have to be room for flexi¬ 
bility to take account of changes 
affecting the competitiveness of our 
export products. 

Among the inadequacies of the 
existing infrastructure for exports, 
that of shipping facilities needs to be 
emphasised. Government proposes 
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to intensify its efforts t# expand the 
national merchant marine fleet, to 
start new services and to strengthen 
existing ones, as may be necessary for 
the development of our trade. Go¬ 
vernment also proposes to strengthen 
the existing institutional machinery 
to secure fair freight treatment for 
our export cargo and to provide im¬ 
proved shipping opportunities for it. 
Methods for the handling of export 
cargo in our docks are also proposed 
to be improved in this connection. 

The export of services and develop¬ 
ment of tourism provide means for a 
substantial expansion in our foreign 
income. There are attractive possi¬ 
bilities for the export of consultancy 
services in the fields of irrigation, po¬ 
wer. agriculture, railways "and road 
transport to many countries. Our long 
experience, established competence and 
competitive terms enable us to offer 
these services in pursuance of our pro¬ 
grammes for economic co-operation 
with developing countries. This move¬ 
ment will be actively developed and en¬ 
couraged. 

Income for Tourism 

The income from tourism constitutes 
an expanding source of foreign exchange 
for a growing number of countries. 
Foreign tourists have shown increasing 
interest in visiting India. The provision 
of adequate transport and accommoda¬ 
tion facilities for them will be accorded 
a high priority. 

The commercial and aid policies 
pursued by many governments set 
limits to the natural expansion oflndian 
exports. Government proposes to con¬ 
centrate its efforts on securing speedy 
modification of these policies in the 
interest of the general expansion of 
international trade. These efforts will 
be vigorously pursued through bilate¬ 
ral negotiations and in UNCTAD and 
GATT and other international forums. 

Early implementation of the resolu¬ 
tion adopted by the Second United Na¬ 
tions Conference on Trade and Develop¬ 
ment in New Delhi for the institution by 
industrialised countries of a system of 
generalised non-reciprocal and non- 
discriminatory preferences in favour of 
the products of developing countries is 
a matter of high priority. Simultaneous¬ 
ly, every effort will be made to promote 
measures to develop new uses for pri¬ 
mary products and to secure stability 
of prices for them. 

The practice of tying aid inhibits the 
development of mutually beneficial 
trade among developing countries: 
there is urgent need for untying it 
at least in favour of all developing 
countries. 

The desire of developing countries to 
concert measures for intensifying mu¬ 
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tually advantageous economic co¬ 
operation amongst themselves has yet 
to express itself in practical forms and 
institutions. Government proposes to 
play an active role in promoting econo¬ 
mic co-operation in Asia and streng¬ 
thening its economic links with other 
developing countries in Africa and 
Latin America. 

Efforts will also be made to ensure 
that the enlargement of European 
Economic Community, instead of di¬ 
minishing, expands our trading opportu¬ 
nities in that part of the world. Trade 
development programmes will be laun¬ 
ched and wherever necessary appropri¬ 
ate agreements will be negotiated for 
the expansion of exports to other in¬ 
dustrial countries including the United 
States and Japan. Medium-term agree¬ 
ments for the expansion of trade with 
the Soviet Union and other socialist 
countries will be negotiated. Arrange¬ 
ments will also be made to intensify 
commercial and industrial co-operation 
with them. 

It is to be hoped that the declaration 
to be adopted by the United Nations 
on the Second Development Decade 
will make adequate provision for con¬ 
certed international measures to secure 
adequate increases in the export in¬ 
come of all developing countries in¬ 
cluding India. 

International Co-operation 

While the importance of international 
co-operation for exports cannot be over¬ 
emphasised. co-operation within the 
country in the export effort is no less 
essential a prerequisite for its success. 
A steady growth of export earnings at 
the rate of 7 per cent per year can be 
achieved only if adequate export per¬ 
formance is accepted as a national goal 
of very high priority. The central go¬ 
vernment is committed to pursuing vigo¬ 
rously .appropriate policies to this end. 
A similar commitment is necessary from 
state governments, local bodies and all 
the sectors of the economy and the sec¬ 
tions of society vitally concerned with 
the export effort. The co-operation of 
agricultural, mineral and industrial pro¬ 
ducers in sustaining, expanding and 
reorientating production, of the con¬ 
sumers in voluntarily restraining their 
consumption, of labour and manage¬ 
ment in maintaining an atmosphere of 
industrial peace, and of manufacturer- 
exporters in cultivating export markets 
will be actively sought. 

In placing this statement on export 
policy before Parliament, Government 
of India trusts that the export effort will 
be viewed as one of the highest national 
commitments and that the people will 
extend to it their whole-hearted support 
and accord due recognition to those en¬ 
gaged in it. 
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This, however, must be poor consolation for such of us as have been watching 
recent governmental attitudes or activities in the realm of the management of the 
nation’s economic affairs. Hardly had the echo died down after it was said 
on behalf of the government that the resources and services of the larger business 
houses would be utilised for the expansion of essential industries or the ink 
dried on the Export Policy Resolution which stated, among other things, that 
industrial licensing would be suitably adapted to facilitate export-oriented pro¬ 
duction, when a Minister of State stood up in the Rajya Sabha to declare with a 
certain air of smugness that all the economic objectives and priorities of govern¬ 
ment policy would be subordinated to the Monopolies and Restrictive Trade 
Practices Act as administered by his Department of Company Affairs. 
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Direct Taxes Committee; Monopolies 
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IFC Aid for Public Sector; Small 
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BHEL; Progress of Aviation; Hindus¬ 
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Even as Mr B. R. Bhagat, the union Minister for Steel, was saying in Bom- 

281 k a y that the country could not be content with a rate of growth of seven per cent 
in industry and should attempt at least to double the puce and was mentioning 

282 in this context that the pattern of a mixed economy should be allowed to func¬ 
tion vigorously, his colleague, the Minister for Food and Agriculture, was 
declaring in Parliament that what the nation needed was more and more na¬ 
tionalization. Mr Ahmed, it may be noted, was speaking thus not in terms of es- 

\ tablishing new lines of production in any neglected sector of industry, but with 
reference to the taking over by the state of existing consumer goods industries. 

The mischief does not stop with words, but is apt to spill over into action. 
Cavalierly brushing aside the protests of the entire cotton trade and ignoring 
also the representations of the cotton textile industry, the government is going 
ahead with plans for a state monopoly in the import of raw cotton and state 
trading in the home-grown crop. The technical justification for this move, 
as distinct from its political motivation, is as meagre as a casual recommenda¬ 
tion of the Agricultural Prices Commission that cotton growers should be en¬ 
abled to obtain belter prices for their produce through the elimination of intcr- 

2 g 5 mediaries. It has not weighed with the government at all that there is a whole 
lot of other evidence which does not favour this view of the role of the cotton 
trade in the economy of this commodity. 

Then there is the amazing fact that the central cabinet has thought it neces¬ 
sary to treat as a matter of .urgent public importance the question whether 
nationalised banks should assume the authority to exercise voting rights on 
shares pledged to them. The conclusion reached has been equally astounding. 

29J The decision is that nationalised banks should exercise voting rights on shares 
pledged against advances exceeding as low an amount as Rs 50,000. The large- 
scale intervention in the day-to-day conduct of companies thus contemplated is 
a frightening indication of the authoritarian tendencies which the government 
apparently desires to encourage in itself in its dealings with the private sector. 
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Finally — as at this moment of time— there is the sickening political game 
which is being played with the sugar industry. The Prime Minister's party 
having adopted the nationalisation of the sugar industry as a part of its platform, 
the central government has placed itself in a position where it could be easily 
embarrassed, if not harassed, by the superior tactics of Mr Charan Singh, the 
Chief Minister of UP. The union Minister for Food and Agriculture, in his 
helplessness, has sought to buy time through the familiar device of a committee 
of inquiry, but this can bring no relief to the business community haunted again 
by the resurrected ghosts of opportunistic nationalisation. 


INLAND : Rs. 85.00 
FOREIGN : £7-04) or $17-00 
Airmail & Advertisement Rates 
on Enquiry. 

REGISTERED OFFICE 

UCO Bank Budding, P.Box 34, 
PncPameot Street, New DeAhM. 


All this must point to the sad conclusion that had it been the government’s 
deliberate decision to spoil the climate for a true revival of industrial activity 
after the stagnation of recent years, it could not have gone about the business 
better— if “better” is the word. Nevertheless, it is difficult to imagine that the 
government does not realise the risks and dangers of the continuance of dep¬ 
ressed industrial activity. On the contrary, the announcement of a set of in¬ 
centives for the starting of industries in West Bengal suggests that the govern¬ 
ment is not wholly unaware of the vital bearing which the growth of production 
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or employment opportunities has on 
political stability and public peace. 
In that besieged state a steel plant in 
the public sector has to be given per¬ 
manent police protection by the cen¬ 
tre so that its equipment may not be 
damaged or its managerial cadres may 
not be subjected to physical molesta¬ 
tion. The state of the private sector 
has been, if anything, worse with nu¬ 
merous factories condemned to lead 
a paralysed or precarious existence 
and there is the outrageous instance 
of one of the finest engineering facilities 
in the country having been forced to 
stop working for months, while its 
striking employees show every sign 
of having been taken good care of 
financially by sources into the nature 
of which it should be interesting to 
inquire. 

Even on a less sensational plane, 
the adverse consequences of prolonged 
industrial stagnation could be extre¬ 
mely disturbing for the nation. 
Months ago, eminent industrial lea¬ 
ders, such as Mr G.D. Birla, were 
warning the country that it was headed 
towards shortages of essential consu¬ 
mer goods. Now Mr J. R. D. Tata 

Originally published in The Hindustan Times 
of August 7, this article, which is hy the 
Editor of this fournal. Is reproduced here by 
courtesy of the Editor-in-chief of The 
Hindustan Times. 

has drawn national attention to a steel 
shortage which is already here with 
no effective remedial measures in sight. 
The government claims to be keen on 
employment and welfare. But there 
can be no increase in employment 
without there being an increase in 
basic physical resources such as steel 
and industries, whether small or big, 
cannot feed on political talk and grow. 
Similarly, it would be a fraud on the 
people to talk of welfare if there is to 
be no steady and substantial growth 
in the output of commodities or manu¬ 
factured goods of essential consump¬ 
tion. 

Indeed the question may well be 
asked whether ministers such as Mr 
Dinesh Singh or Mr B.R. Bhagat 
arc not allowing their well-intentioned 
enthusiasm to run ahead of the reali¬ 
ties of government performance when 
they speak of faster industrial growth 
not only as a need but also as a possi¬ 
bility. At any rate a minister such 
as Mr Raghunatha Reddy, who is 
so keen on worshipping the Golden 
Calf of the Monopolies Act, seems 
to think that he knows better than 
they do which way the government will 
really go Curiouscr still, officials of 
the Ministry of Industrial Develop¬ 
ment have taken to glory publicly in 


the thought that the government in the ruling party, such as Mr Jagji- 
believes that it can dispense with van Ram and Mr Chavan, owe it to 

foreign investments except to a themselves and the country to stand 

marginal extent; there are evidently up to quell the rabble-talk in a noi- 

vast boards of accumulated capital some section of their party and lend 

with the public, waiting only for the strength to the Prime Minister’s elbow 
magic phrase of “open sesame” to be and encourage and enable her to pur- 

uttered by the nationalised banks. sue those constructive and positive 

Surely it is high time that the govern- economic policies which her instinct 

ment realised whither it is drifting. and reason alike must suggest to her 

as being in the true interests of the 
It seems to me that elder statesmen people. 

Ducks and Drakes with Cotton 


Regardless oe whether it is right or 
wrong, the Government of India has 
begun in right earnest to implement the 
recommendations of the AICC Panel 
on Economic Policy, in particular that 
relating to the elimination of interme¬ 
diaries, wherever in existence, before 
the end of 1970. The latest to be affected 
is the cotton trade, the Foreign Trade 
Minister having declared in the 
Lok Sabha a few days ago, that the go¬ 
vernment, rejecting representations of the 
trade, has “decided to establish the 
Cotton Corporation of India as a pub¬ 
lic sector agency”. The corporation has 
been registered in Bombay and it is in¬ 
tended that it should take over the entire 
import trade in this commodity. The 
government will also set up an agency 
under the purview of the National 
Textile Corporation to operate in the 
field of the domestic trade in raw cot¬ 
ton. 

Does this mean that all is over and 
nothing more need be done? Far from 
it. Every effort should be made to elicit 
from the government information as to 
how the take-over of the cotton trade 
benefits or will benefit those for whom 
those in power shed tears so profusely 
and also how it affects those who have 
been deprived of their sole means of 
living. The first of such efforts, it is 
gratifying to note,, has been made by 
the Millowners* Association, Bombay 
(MOA). Millowners are the main con¬ 
sumers of cotton and it is clear from 
their detailed telegram to the Prime 
Minister on the subject of take-over of 
cotton trade that they do not expect to 
benefit from the government’s decision. 
(They should also have added what the 
probable adverse effects would be). We 
wish that from the growers’ side too 
(who also are believed to be opposed to 
the decision) a similar essay is made, 
more or less on the lines of the indepen¬ 
dent study undertaken by the Univer¬ 
sity of Bombay some time ago; to reite¬ 
rate the thesis that the cotton grower’s 
earnings are not being eaten into by the 
cotton trader. After all, any decision in 
respect of a given commodity must be 
based on how it affects the interests of 
the producer and the consumer. It is 
needless to add that, if a particular deci¬ 


sion of the government, as, for example, 
the one to take over the cotton trade, 
is not likely to benefit either the producer 
or the consumer, it must be condemned 
unequivocally and the government made 
to reverse its unwarranted decision. 

The MOA has levelled the charge that 
the government has neither made out a 
convincing case for the take-over of 
trade in cotton, nor placed before the 
public any studies, product wise, to 
show that intermediaries between the 
grower and the consumer have been 
working to the detriment of society. 
It has also rightly contended that, prior 
to taking such a far-reaching decision, 
the authorities owed it to the public to 
explain the pros and cons of the 
proposed move, namely the taking over 
by the state of the wholesale trade pro¬ 
curement of major agricultural commo¬ 
dities. They should have established 
beyond doubt that prices of agricultural 
commodities were not economic or re¬ 
munerative (which obviously they could 
not in the face of their own, that is offi¬ 
cial, tell-tale price indices) and that this 
was so because of exploitation by middle¬ 
men. Granting these were their fears, 
they should at least have convinced the 
interests affected, let alone the public 
at large, that such a step would assure 
to producers more economic or remune¬ 
rative prices and mitigate or avoid ex¬ 
ploitation by middlemen (the traders in 
this case) of the producer (the grower) 
and the consumer (the mills). It is not 
clear why, in this context, they chose to 
ignore the findings of even an impartial 
academic body Tike the University of 
Bombay. According to this indepen¬ 
dent study, a substantial share of the 
price of cotton paid by the industry (as 
much as 90 per cent) goes to the fanner, 
while the balance is accounted for by 
processing charges, transport costs, 
interest and remuneration of the trader, 
the last actually working out from just 
one to one and a half per cent, even 
which is shared with the government 
in the form of income and other taxes. 
It is also not clear why no attempt was 
made by the government (nor, for that 
matter, by non-government agencies) 
to assess the precise extent of benefit 
to the national economy if no remunera* 
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tion were at all paid to traders, assum¬ 
ing, for argument's sake (as it is not a 
fact) that they rendered no worthwhile 
service. 

It is difficult even for the government 
to make out the point that cotton prices 
in India have not been remunerative 
to the grower. As the MOA telegram 
has put it, cotton prices have increased 
by 50 to 70 per cent in the last few years 
and are far out of parity with interna¬ 
tional prices. Even millowners have not 
contended that prices payable to the 
primary producer should be uneconomic 
or unremunerative. What is necessary 
to make these prices more economic 
and more remunerative to the growers, 
they say, is not to eliminate the traders 
and thereby deprive them of their gain¬ 
ful employment, but to adopt a judici¬ 
ous combination of technology and 
productivity. 

Despite possessing the largest area 
under cotton and a rise of about 15 per 
cent over the past 10 years in the increase 
in per acre yield of cotton, as a graphic 
pamphlet just put out by the Indian 
Cotton Mills’ Federation (1CMF) 
brings out, the yield of cotton lint per 
acre at 115-120 lbs is still one of the 
lowest in the world, so that India ranks 
only fourth among the producers of 
cotton. The 1CMF also makes the 
point that, if the farmer is given a regu¬ 
lar and timely supply of improved 
seeds, fertilisers and pesticides and is 
educated in their proper application, 
he will produce impressive results, and 
also enhance his earnings several times 
over. But our government, which is 
out to save some Rs 100 crores or so of 
foreign exchange on the import of 
foreign cotton, is not prepared to spend 
even one crore of rupees on a cotton de¬ 
velopment programme (for 1969-70, 
the amount earmarked for this purpose 
is only R$ 90 lakhs) even after the Prime 
Minister made a pointed reference in 
her budget speech to new plans for 
assistance to dry-farming (and cotton¬ 
growing in India is still dry-farming in 
the main). Is it seriously suggested then 
that the government hopes to make up 
for this poor record by resort to state 
trading in cotton? 

Apparently, the government is not 
fully appreciative of the reputation that 
Indian trade and industry enjoy for 
their skill and sagacity in buying and 
selling of cotton in world markets. It 
may not be known to many that, years 
ago, one of the astutest speculators in 
commodities in the United States came 
all the way from there to Bombay just 
to have a glimpse of a cotton trader 
whom he described as the greatest 
wizard of the world’s cotton trade that 
he had heard of! Why does the govern¬ 
ment persist in pursuing a path that even 
countries such as the UK tried and gave 
up, especially , after its own none-too- 
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gratifying earlier experience in this 
field? Even the proverbially short pub* 
lie memory is not that short as to forget 
how, only a few years ago, the govern¬ 
ment imported some unwanted varieties 
of cotton and thrust them on the industry 
at prohibitive prices. 

It is difficult for us to appreciate how, 
even after its own admission of the 
magnitude of the responsibility involved 
and of the lack of the organisational 
skills required in handling the domestic 
trade in cotton, not to speak of the 
enormous finances it entails, the govern¬ 
ment could persist in rushing in into this 
business. Marketing of cotton — by 
no means a monopoly of anyone — is 
a specialised job calling for an intimate 
knowledge of several varieties of cotton 
grown in the country as well as ability 
to take quick on-the-spot decisions. 
Where is the sense in starting a public 
sector corporation and to begin from 
scratch to build up its own capabilities 
for handling a trade after wantonly up¬ 
rooting a tried and experienced existing 
agency? Has it occurred to the powers- 
that-be that this would mean enforced 
unemployment to millions engaged in 
the trade directly and avoidable distress 
to those depending on them indirectly? 
Have they given even some thought 
to the human question of providing 
alternative occupation to these unfor¬ 
tunate victims-to-be, as one has a 
right to expect, what with the pitiable 
plight still of thousands of goldsmiths 
who were deprived of their calling by 
the Gold Control Order? 

It cannot even be said that any of the 
considerations enlisted for ushering in 
the public sector by the authorities 


The recent decision taken by the Mins- 
try of Foreign Trade to ban the export 
of ferrous scrap (including heavy melt¬ 
ing scrap, defective billets and a few 
other categories of scrap) and to permit 
the export of cast iron borings and cer¬ 
tain special types of scrap “on merit” 
was timely. The steel furnaces had been 
finding it difficult for some time to obtain 
scrap at appropriate prices in the do¬ 
mestic market and they had represented 
to the government early this year that, 
in view of the precarious supply posi¬ 
tion, the export of ferrous scrap should 
be prohibited. As a first step, the Metal 
Scrap Trade Corporation (MSTC) — 
the premier exporting agency for scrap 
—was asked by the government not to 
enter into any contract with foreign 
buyers for the export of scrap after 
March 31, 1970. It was only after 
examining the position regarding the 
availability of ferrous scrap that the 
authorities tpqk the step of imposing a 
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themselves in their brochure —- “Pub¬ 
lic Sector for Public Good" -* exist in 
the case of the proposed take-over of 
cotton trade. This brochure seeks to 
explain what the public sector aims at 
and lists these. The relevant ones, inter 
alia are: (i) increase in employment 
opportunities and (2) keeping down of 
prices. 

While all these are important consi¬ 
derations, we wonder why the MOA has 
not asked for some assurances in the 
event of the government pushing on 
with its cotton trade take-over policy. 
In the first place, it should ask for an 
assurance that the industry would re¬ 
ceive the qualities of cotton it requires 
and at reasonable prices. In case the 
government is unable to do so, it should 
ask for an escalation clause both as to 
items of production and prices to be 
charged to consumers of cloth. Jt should 
of course, be prepared to, and also offer 
to sell cloth at lower prices if the govern¬ 
ment is able to supply cotton at rela¬ 
tively cheaper prices. The public also 
must be prepared to accept standard 
cloth or only such varieties of cloth as 
may be specified by the authorities, 
which would be one of the surest results 
of the government’s inability to supply 
the precise qualities of cotton (imported 
or domestic). It would also be worth 
speculating what unfortunate effect a 
situation such as this, if it should un¬ 
happily develop, would have on our 
cotton textile exports'which, even as it 
is. are facing rough weather. Only when 
satisfactory answers are available to all 
these questions could a really responsi¬ 
ble government honestly claim that it 
has the right to the luxury of taking on 
this additional commitment. 


ban on the export of this material. 

The steel furnace industry in our 
country emerged out of the recession in 
the middle of last year; the demand for 
ferrous scrap has been growing at a 
fast rate since then. In the first quarter 
of the current year, the production of 
the steel furnaces rose by 32 per cent 
over the quarterly average for the last 
year. It has been estimated by the in¬ 
dustry that its production is likely to 
increase by as much as 66 per cent dur¬ 
ing the current year in relation to 1969. 
It is highly probable that the furnaces 
would raise their output by at least 50 
per cent over the level attained in 1969 
and it would be unfortunate if they are 
starved of the necessary raw material. 
The decision to disallow export of 
ferrous scrap therefore is highly relevant 
and justified. 

According to press reports, the restric¬ 
tions on the export of scrap have resul- 
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ted in a steep fall in its prices. The 
prices of turnings and borings are 
said to have slumped in Bombay from 
Rs 200 to Rs 140 per tonne* In the 
case of sheet cuttings, the drop is re¬ 
ported to be from Rs 275 to Rs 225 per 
tonne. That the ban on the export of 
ferrous scrap would result in a decline 
in prices was expected. The steel makers 
have however contested the reported 
fall in prices and have shown their 
willingness to buy all the scrap available 
at the prices which have been publicised. 
In fact, the steel makers have so far 
not been able to secure the scrap that 
they wanted from the trade at prices 
even higher than the minimum quoted 
in the press. 

While supporting the increased use 
of the capacity of the steel furnace in¬ 
dustry which has promised to give a 
million tonnes of liquid metal next 
year, we cannot ignore the useful work 
done by the MSTC in promoting the 
export of “surplus” scrap and earning 
valuable foreign exchange. The MSTC 
has struggled hard in the past few years 
in establishing contacts with foreign 
buyers of scrap and it is clearly in the 
interests of the national economy that 
an attempt should be made to maintain 
these contacts once the requirements of 
domestic furnaces are met. This co¬ 
ordination of objectives should be possi¬ 
ble to achieve through more intensive 
programmes for the conservation and 
collection of 1 scrap. 

It follows that the steel furnace in¬ 
dustry which is naturally satisfied with 
the new restrictions on the export of 
ferrous scrap, has also acquired an 
obligation to contribute to efforts for 
intensifying the collection of scrap all 
over the country. The Steel Furnace 
Association is currently trying to enlist 
the co-operation of large generators of 
scrap such as the controllers of military 
stores, the railways, the ordnance fac¬ 
tories and the public sector projects. 
Instead of subjecting themselves to a 
time-consuming process of “collect¬ 
ing, storing, handling, tendering and 
auctioning scrap”, the generators would 
now be able to ensure quick and efficient 
disposal of scrap at reasonable prices. 
This will also open up a new era both 
for the generators of scrap and for the 
consumers. 

The scrap trade is extremely upset and 
there is a possibility that the steel fur¬ 
naces might not be able to collect all 
the scrap that they need. A way must be 
found of mollifying the disgruntled 
elements in the scrap trade and a price 
formula should be evolved which should 
be acceptable to all the parties con¬ 
cerned, 

According to the Iron and Steel 
Scrap Association of India (1SCAI), 
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last year the total collection of steel 
turnings and No. I sheet cuttings was 
250,000 tonnes and 140,000 tonnes, res¬ 
pectively. Of these, domestic users took 
90,000 tonnes of steel turnings and fur¬ 
naces took 56,000 tonnes of No. 1 
sheet cuttings. This year’s collection 
of these two items is estimated at 
400,000 tonnes and 200,000 tonnes, 
respectively, both appreciably higher 
than in 1969. From the consumption 
figures during the last half -year (Janu- 
ary-June 1970) it is inferred that fur¬ 
nace owners might not take more than 
80,000 tonnes of steel turnings and 
54,000 tonnes of No. 1 bundles, respec¬ 
tively, which means that, if exports 
are not allowed freely, there would be 
large quantities of unutilised scrap. 

These figures, according to a spokes¬ 
man of the steel furnace industry, 
are incorrect. From average monthly 
consumption of 33,218 tonnes of scrap 
of all categories in 1969, 43 of the more 
than 70 furnaces in this country in¬ 
creased their intake to 44,960 tonnes a 
month in the first quarter of the current 
year and to 48,967 tonnes a month in 
the second quarter. The consumption 
of scrap was as high as 53,900 tonnes in 
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June and the steel furnaces are hoping 
to raise it further to more than 60,000 
tonnes a month. It follows that the steel 
furnaces are likely to consume more than 
700,000 tonnes in the coming twelve 
months and according to the estimate 
of the Steel Furnaces Association of 
India, the total availability of scrap of 
all categories is not more than 700,000— 
750,000 tonnes a year. The estimate 
of 1.8 to 2.0 million tonnes of yearly 
availability of scrap which was forecast 
in a survey in 1967 is an exaggerated one, 
according to the steel furnace industry. 

In view of the fact that the steel fur¬ 
nace industry has made frantic efforts 
to utilise the bulk of the unutilised capa¬ 
city, the demand for scrap seems to be 
larger than indigenous supply. If the 
MSTC extends its co-operation to 
the steel furnace industry and procures 
data regarding the stock position of 
registered scrap traders, it would be 
possible for the interested parties to 
work out a programme of feeding the 
furnaces and declaring the volume of 
surplus scrap, if any, for export. All 
efforts made so far in regard to the 
collection of statistics of ferrous scrap 
have been fruitless. 
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Monopolies in Legal Perspective 

NAVIN CHANDRA JOSHI 


For centuries, men have talked and 
written about monopoly, usually in 
condemnation, often in anger. Mono¬ 
polistic situations have indeed meant 
many things, each with its own shade of 
meaning. Prof Chamberlain referred to 
the condition of pure monopoly where 
there is complete control of the supply 
of all commodities and services by a 
single seller. This is too extreme a con¬ 
dition as, in fact, pure monopoly never 
exists, not even in the Soviet economy. 
Comparing with competitive conditions 
of the market, he believed that “Mon¬ 
poly and competition are , generally 
regarded not simply as antithetical, but 
as mutually exclusive. To demons¬ 
trate competition is to prove the ab¬ 
sence of monopoly and vice-versa." 1 
Strictly, the term monopoly has no 
place in a capitalistic society. The exis¬ 
tence of a monopolist signifies that 
one organisation has total command 
over the entire income of the commu¬ 
nity, irrespective of the price that it 
may charge for its poducts. In Econo¬ 
mics a monopoly situation is mirrored 
by a demand curve in the shape of a 
rectangular hyperbola. 

Output Stabilisation 

However, to Prof E.A.G. Robinson 
a monopolist possesses the power to 
convert the present demand into a fu¬ 
ture one by means of output stabilisa¬ 
tion and in so doing he often reduces 
the price that he receives. Another 
analysis of a monopolist is that he 
“can maintain his own advantages at a 
level higher than the prevailing level 
only because he can prevent the move¬ 
ment of those resources which would 
like to move into his occupation. He 
can be said to exploit these resources. 
He can also be said to exploit consumers, 
who now have to pay a higher prioe 
than before.’* 1 

Whatever the different shades of 
meanings attributed to the term, an 
overwhelming opinion is that mono¬ 
poly situations result in a general 
distortion of the distribution of re¬ 
sources; a larger amount than is de¬ 
sirable going to the monopolist and a 
small amount than is desirable is applied 
for other uses. The practical impact is 
found to be on sales and (nice policies 
of monoplies giving themselves greater 
profits than would result from the un¬ 
coordinated action of competitive firms. 
Where competitive conditions are visi¬ 


ble and the product is fairly horaoge 
neous, there develops a tendency to¬ 
wards "cut-throat competition/’ As 
a result, the weaker are ousted from the 
arena and a few monopolistic organi¬ 
sations get themselves well established. 
Practices like product-differentiation, 
conscious parallelism or price-leadership 
are then adopted. The consequence is 
the creation of an oligopoly (in which 
power is assumed by collusion) which 
becomes a dilemma not only for the 
economist but also for the governments 
in dealing with it effectively. 

Cause of Worry 

Experience has shown that oligopo¬ 
listic competition has caused many a 
government, including the American 
and the British, a great deal of em¬ 
barrassment in bringing them comple¬ 
tely under legalistic control and there¬ 
fore the authorities have, more often 
than not, refrained from taking action 
except against blatantly harmful forms 
of price-leadership adopted by oligopo¬ 
listic organisations. Clearly, it is not 
the phenomenon of monopoly as de¬ 
fined in economic theory but the oligo- 
gopolistic behaviour of firms that ought 
to be controlled by legislation. 

The Monopolies and Restrictive Trade 
Practices Commission of Britain genera¬ 
lly concerns itself with conditions where 

(i) one concern or group of concerns, 
is responsible for at least one-third 
of the supply, processing or production 
of the goods in question in the UK, 

(ii) two or more concerns, together res¬ 
ponsible for at least one-third of the 
supply or processing or exports of goods 
defined, so conduct their affairs other 
than by means of a restrictive agree¬ 
ment, as to prevent or restrict 
competition, and (iii) there are such 
agreements preventing or restricting the 
export or competition in relation to 
export of goods from the UK and they 
are operative in respect of one-third 
of all the goods of such description. A 
number of firms examined by the said 
Monopolies Commission were found 
to be operating under oligopolistic 
market conditions. 8 The American 
anti-trust laws also, in effect, try to put 
a curb on oligopolistic power of com¬ 
bines. One significant conclusion that 
emerges Is that it is not the monopoly 
situation only that needs to be curbed 
but the market dominance and collusion 
byflnnawhidh appear to be compe¬ 


titive but they are combined in some 
way. 

While accepting that pure monopoly 
is almost non-existent, the Monopolies 
Inquiry Commission of India observed 
that monopolistic trade practices are 
definitely prejudicial to public interest 
and they tend to increase unreasonably 
the cost ot goods and services and give 
higher profits to the big business firms 
owned by a few. There is no doubt 
that monopolistic firms put unreason¬ 
able restrictions on competition or 
supply of goods to consumers and, as a 
result, it is the consumer who is worst 
affected. Commenting on the effects 
of monopolies it has been remarked 
that "on purely economic reckoning 
by the strength of its power, big busi¬ 
ness can influence both the market and 
the government to secure large resources 
for ends which arc either of low priority 
in terms of planning or earn lower re¬ 
turns than would have been earned by 
other business, or both/’ 4 The obser¬ 
vations of the Monopolies Inquiry Com¬ 
mission are pertinent in this context. 
Says the report “.. .it is no use turning a 
blind eye to the fact that big business 
has the power to corrupt and that the 
danger that the power may be extensive¬ 
ly used is not imaginary/’ 5 

Industrial Licensing 

The power of big business to 
make friends and influence people 
was brought to light by the Maha- 
lanobis Committee when it said 
that "The growth of the private 
sector in industry and especially of the 
big companies has been facilitated by 
the financial assistance rendered by pub¬ 
lic institutions like the IFC., NIDC., 
etc/* 6 It has been found that, in the use 
of bank credit also, the main beneficia¬ 
ries have been the big and medium en¬ 
terprises of the private sector in this 
country. One important form of assum¬ 
ing control over the production function 
of the economy has been by way 
of monopolising the instrument 
of industrial licensing either for start¬ 
ing new industries or for expanding the 
existing capacity. 7 

In fact, the whole system of licens¬ 
ing prevailing in the country so 
far is supposed to have restricted the 
freedom of entry into industry and thus 
helped in strengthening economic con¬ 
centration. Prof. R.K. Hazari also 
came to the conclusion that the 
large and medium sized business groups 
enjoyed a higher ratio of approval in 
licensing applications as compared to 
others. 8 However, the findings of 
the Industrial Licensing Policy Inquiry 
Committee were somewhat at variance 
when it remarked that ".. the large 
industrial sector as a whole did not 
obtain a disproportionate share of the 
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overall licences in -any significant 
sense of the term.®” 

The committee did find that the 20 
large industrial houses obtained a shvre 
which was slightly higher in some res¬ 
pects than others in the private corpo¬ 
rate sector. About 31.8 per cent of the 
total licences issued in the period 1956- 
66 were not implemented and this did 
result in pre-emption inasmuch as the 
large industrial sector installed higher 
than authorised capacities and the ob- 
tainment of a large number of licences 
by them prevented entry of other firms 
from the activity of production and sale. 
An interesting analysis of the conse¬ 
quences of monopolistic practices re¬ 
veals that “the advantages of industrial 
concentration from the point of view of 
productivity can be so great that an 
enterprise which resolutely commits 
itself to this course of action will even¬ 
tually eliminate all its competitors and 
be left alone in the market, and its 
optimum volume of production will 
enable it to meet any existing demand, 
at price levels related to its own costs. 
When it realises that competition has 
been eliminated it may of course be 
tempted to take advantage of its mono¬ 
polistic position and follow a different 
policy.” 10 

Impossible Task 

In the background of various defini¬ 
tional attempts the Indian law has con¬ 
ceptually taken a monopoly firm as one 
which either singly or with not more 
than two other firms produces, supplies, 
distributes or otherwise controls not 
less than one-half of the total goods of 
any description that are produced, 
supplied or distributed in India or any 
substantial part thereof (this includes 
rendering of services also). In practice, 
however, it would be an enormous task, 
even if not an impossible one, to find 
out which firms can be regarded as 
dominant on the basis of the criteria 
laid down. For one thing, paucity of 
reliable data regarding sale and the time 
involved in the collection and compila¬ 
tion of such data will come in the way. 11 
Secondly, a firm or firms coming within 
the mischief of the above provisions at 
one point of time may legitimately 
claim to be excluded from such label 
with the changed pattern and quantum 
of the variables of output or sale. Fur¬ 
ther, this legislation intends to control 
and regulate monopolistic and restric¬ 
tive trade practices with a view to curb¬ 
ing the tendency of concentration of 
economic power in the hands of a few 
rich persons or groups of persons in 
the country. 

This is intended to be achieved in a 
negative fashion by denying the large¬ 
sized firms from becoming still larger. 
Any undertaking (either singly or to¬ 


gether with inter-connected undertak¬ 
ings) owning assets of the value of not 
less than Rs 20 crores shall be subject 
to such control. In case an undertaking 
(together with inter-connected ones) 
produces or supplies goods or renders 
services to the extent of not less than 
one-third of the total goods or services, 
and if it owns a total of assets of a value 
of one crore rupees or more, it would 
come under the rigours of this law as 
being a ‘dominant undertaking." That 
being so, it now remains to be examined 
whether the criterion of the value of 
assets is a sound determinant of the 
extent of concentration of economic 
power in private hands. 

Importance of Private Sector 

The total number of companies (both 
public and private) in India declined 
from 27,403 in 1958 to 27,047 in 1966. 
The paid-up capital of these companies 
increased from Rs 1,515.6 crores to 
Rs 3,154.4 crores during the same 
period. More than half of this increase 
(it comes to Rs 1,638.8 crores) took 
place in respect of government com- 
■ panies.™ Naturally, the relative im¬ 
portance of private corporate sector 
has declined on the basis of asset 
accumulation and it can reasonably be 
inferred that concentration of economic 
power in private hands also diminished. 
Besides, asset valuation as a measure of 
concentration must take a number of 
factors into consideration. For exam¬ 
ple, the changes in the structure of 
assets, depreciation and reserves, 
sources of finance, etc., arc the variables 
to determine whether the size of a firm 
is socially desirable or not. 

Perhaps it will always remain a moot 
point whether a private sector firm of a 
large size is essentially anti-social. 
In the context of huge structures of pub¬ 
lic sector undertakings, such a contro¬ 
versy assumed special significance. If 
it is the size of a firm that becomes 
questionable, the same could appl> to 
the government sector firms also. 
Granted that governmental activities 
reflect more in the imparting of social 
good and social justice, yet monolithic 
organisations do have adverse economic 
repercussions. Diseconomies may set 
in, administrative inefficiency due to 
unmanageable size may become evident, 
over-production or under-utilisation of 
installed capacities may become impor¬ 
tant phenomena. 

These features are already much 
in evidence in our country so far 
as the public * sector enterprises 
are concerned. These enterprises 
may also assume the character of 
economic monopolies with the con¬ 
comitant harms to the community. 
Perhaps, realising this aspect of the 
problem, while commenting on the 


representation made by certain indust* 
rialists to bring public enterprises also 
within the jurisdiction of the Mono¬ 
polies and Restrictive Trade Practices 
Commission, the Monopolies Inquiry 
Commission observed : “It was rightly 
pointed out that such public sector 
enterprises are no less capable of in¬ 
dulging in restrictive practices that may 
be harmful to the general public than 
their private sector competitors; and if 
the latter require, in the pubic interest, 
the controlling supervision of the Com¬ 
mission, such controlling supervision is 
equally needed for the public sector 
enterprises.” 18 It is, therefore, neces¬ 
sary that such fears not only on the part 
of private sector but also of the general 
public, are removed by devising a suit¬ 
able machinery in order to see that no 
enterprise in the government sector 
assumes a size that may not be defensi¬ 
ble. 

In order to determine which would be 
the best size to be termed as defensible, 
both for the public and private sector 
firms, it would be quite rational to take 
the concept of optimum size as the most 
reasonable. Indeed, at the national 
level an independent body should be 
set up so that the sizes of all firms be¬ 
yond a particular limit be reviewed by 
it in order to find out whether scales of 
economics or diseconomies are ob¬ 
taining. A large size is not essentially 
harmful provided the limits of optimum 
size (as calculated by different forces) 
are not exceeded. In recent times it has 
been felt that the Life Insurance Corpo¬ 
ration should be split into five auto¬ 
nomous units for greater efficiency as 
this monolithic organisation is incapa- 
able of sustaining its burden in one struc¬ 
ture. 14 

Giant a Relative Term 

The Indian law of monopolies has 
made it necessary for big undertakings 
(as defined under the Act) to seek appro¬ 
val of the central government if they 
expand their activities by the issue of 
fresh capital or by installation of ma¬ 
chines or other equipment or in any 
other way. This would apply if the ex¬ 
pansion of such undertakings is by not 
less than 25 per cent of the value of 
their production, supply of goods or ren¬ 
dering of services. In the case of‘domi¬ 
nant undertakings', approval is required 
if their assets are to exceed by not less 
than 25 per cent of their present 
value. In according such approval the 
consideration of public interest will 
prevail. Further, a duty has been cast 
on such undertakings to prove that the 
expansion will not lead to concentration 
of economic power. It is important to 
note that an omnibus term like ‘public 
interest* has not been spelt out and 
more than this, whether concentration 
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Late eld ivery 
and loss reorders 



If you don't use Air Cargo because you think its 
expensive, you cbgld be cheating yourself. 

Some of your profits could be lost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are not really a true indication of 
these total distribution costs. Also, because air cargo 
gives you faster delivery, you get a faster sale and a 
faster return on your investment. 

Customers are impressed, further orders ere 
encouraged. Suddenly new markets are opened to you. 


Now. if your particular product or 
market won't allow a complete switch 
to air exporting, you still needn't risk losing orders 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air in emergencies. The extra cost is 
Offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local 60AC Cargo Office, 

Yoy owe it to your profits. 






274 

of economic power would be accelera¬ 
ted by an expansioivof a firm or not is a 
matter of value judgment. The serious¬ 
ness and magnitude of this notional con¬ 
cept might vary in different situations. 
For the establishment of a new ?mder- 
taking also, with assets not less than 
Rs 20 crores, permission of the govern¬ 
ment has become mandatory. Similarly, 
any scheme of merger or amalgamation 
of such undertakings has to meet with the 
approval of the government. 

The foregoing analysis of the legal 
requirements in respect of big firms of 
business in the private sector under¬ 
lines the anxiety of the government to 
check their growth in size. It seems that 
large size of firms has been considered 
as bad per se. It must, however, be 
remembered that the concept of ‘opti¬ 
mum size* is one which can advantage¬ 
ously be made use of in determining 
whether a particular size is economically 
viable or not. Studies are not wanting 
which have focussed light to the fact 
that a number of public sector enter¬ 
prises do not conform to the require¬ 
ments of an economic or optimum size. 
Any conclusion, therefore, about the 
size of a firm would be irrational if it 
is not based on a scientific analysis. 

Misconceived Argument 

One may argue that if big firms arc 
allowed to become bigger, it will fur¬ 
ther augment concentration of economic 
power. There is an element of appar¬ 
ent force in this argument but it is 
somewhat misconceived. We should not 
become afraid of big companies becom¬ 
ing bigger, rather our concern should 
be in respect of rich persons becoming 
richer. After all, corporate bodies are 
not private kingdoms. They are social 
institutions in which a number of people 
have a stake and interest. If the rich are 
in a position to get a large share of the 
income, measures like rigorous taxes, 
ceilings on income etc. can be adopted 
so that additional gains may be sip¬ 
honed off. But to deny the growth of a 
firm on the plea of concentration of 
economic power is to restrict the econo¬ 
mic development of the country. 

The American economy has advanced 
notwithstanding the anti-trust laws and 
giant corporations existing side by side. 
It must be remembered that the USA 
giants are 50 times and the UK. giants 
20 times as large as Indian giants. A 
number of other developed countries 
have sizes three to seven times larger 
than the sizes of big Indian firms. “It 
can easily be established that the US 
companies by all criteria, excepting that 
of labour employed, are the largest in 
the world. If we take the net assets and 
sales as our criteria the biggest US 
companies are larger than the biggest 
companies in Europe, while those in 
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Europe are larger than those in India.” 15 
These countries also have an economic 
system and a set of laws by which they 
prevent big firms from distorting the eco- 
nomic structure and exploiting the com¬ 
munity. Nevertheless, their bigness is 
not a scare for their governments. On 
the economic plane, firms there are 
allowed to grow, subject to the regula¬ 
tory measures in force. 

Is it not incongruous that on the 
one hand, only last year the rigours of 
sanction under the Control of Capital 
Issues were done away with and now a 
more serious blockade is being created 
in the path of expansion of companies? 
The thesis proposed in this article 
is that the Monopolies Commission 
of India should keep the principles of 
determination of optimum size of a 
firm in view while sanctioning or reject¬ 
ing an expansion proposal received by 
it from any firm. The only test of asset 
valuation is too preposteruous. Com¬ 
menting on the size of public sector un¬ 
dertakings, Prof. Ramanadham has this 
to say, “The production and supply of 
output ought to take place under condi¬ 
tions of the lowest possible costs, in re¬ 
lation to the given structure of demand. 
This implies that the size of the busi¬ 
ness unit is optimum in nature no longer, 
in particular, in th case of public enter¬ 
prise. * lfl 

It need not be emphasised that an 
optimum size is the least cost size. No 
doubt, firms which expand unduly with¬ 
out diversifying their additional gains to 
the society should be brought under 
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measures by which their expansion does 
not result in becoming a cause of fur¬ 
ther concentration. It this becomes the 
basic policy of the government, then the 
social objectives of the monopoly legis¬ 
lation shall be better fulfilled; In that 
case, expansion of even big undertak¬ 
ings (which are not necessarily mono¬ 
polistic) may be justified and found 
appropriate on economic grounds, 
e.g., for reaping advantages of econo¬ 
mies of scale. Needless to say that it is 
the evil social consequence emanating 
from any monopoly or big firms (irres¬ 
pective of who owns them) that needs 
to be checked rather than the growth 
itself. 
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Industrial Belts of Mysore 

K G- RAMAKR1SHNA 


It is possible to divide Mysore state 
into the following five recognisable 
industrial belts, by virtue of their 
possession of favourable factors such 
as availability of raw materials, good 
means of transport and communica¬ 
tions, cheap manual labour, supply of 
power and wide market: the Bhadra- 
vathi-Davangere-Harihar belt; the 
Bangalore region; the Nanjangud-My- 
sore-Mandya industrial belt; Ihc Kolar 
belt; and the North Mysore and coast¬ 
al districts belt. 

The first and the foremost belt in the 
opinion of Prof G. K. Ghori, in his 
unpublished monograph on the concept 
of ‘Regional Planning as Applied to 
State of Karnataka’, is Bhadravathi- 
Davangcre-Harihar belt. This is rough¬ 
ly a region having an area of about a 
few hundred square miles with avail¬ 
ability of all the facilities such as 
supply of raw material, power, supply 
of skilled labour, efficient and cheap 
means of transport etc. So that in the 
very near future this region would 
develop to such an extent that it could 
easily overshadow any other indus¬ 
trial region in the state, so far as its 
productive capacity is concerned. 

* 

Agricultural Raw Materials 

Here are found in sufficient quantities 
agricultural raw materials so that 
industries such as sugarcane and coffee 
curing could be established. Here are 
also -to be found metalliferous com¬ 
pounds which could easily support such 
basic industries as chemical and iron 
and steel, and industries of strategic 
importance. Here again are found 
suitable hydro-electric generating sta¬ 
tions which provide adequate supply of 
powrf, the use of which is already mak¬ 
ing tremendous progress possible in the 
expansion and development of indus¬ 
tries. To supplement hydro-electricity 
for industrial purposes the ghat forests 
which are very near to the industrial 


region could also he used as a source of 
power. ^ 

Here, again, is the most significant 
region from the point of mineral re¬ 
sources: the Kemmannugundi and 
Bababudan region which provides such 
raw materials as limestone and iron ore 
for the Mysore Iron Sc Steel Works at 
Bhadravathi. 

Cotton Growing Region 

Cotton is grown in the region 
north-west and north of Harihar. 
Davangere is considered as a very 
important cotton market which is also 
the distribution centre. The structure 
of Davangere is changing rapidly, so 
also of Harihar. The distance between 
the two cities is hardly nine miles. 
The new industries coming up in this 
region arc sugar (at Shimoga and Davan¬ 
gere), chemicals (at Harihar) and pulp 
manufacturing. The Hassan region is 
a satellite of this major belt. The pre¬ 
sence of bauxite and other metal re¬ 
sources and easy availability of timber 
resources have led to the setting up of 
the related industries. 

The second industrial belt, the Ban¬ 
galore belt, had benefited from the esta¬ 
blishment of a good transport and com¬ 
munications system during the British 
regime. In fact its position is of such 
significance that it is at present not only 
the commercial capital of the state, but 
also the administrative one in spile 
of its less favourable location. In a tro¬ 
pical region such as this with less than 
35 inches of rainfall one would expect 
rather semi-humid hot atmosphere not 
congenial to the development of human 
activities. 

It is to be noted that the Bangalore 
region faces the handicap of shortage of 
fresh water for industrial use. This is 
because of the fact that the region 
is so located that it is some 60 
miles away from any perennial river 
of the state. When the problem 
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of water supply for domestic 
purposes is still engaging the attention 
of the authorities, (it is hoped to be solv¬ 
ed by 1972-73, when the Cauvery 
water is brought to city from Sivasa- 
mudram, about 62 miles from the city), 
it is doubtful whether the problem of 
fresh water supply for industrial purposes 
wouM be solved thus hindering the sett¬ 
ing of new industries. 

The Bangalore belt is far away 
from the cotton producing arc.n The 
nearest cotton growing region is the 
black soil of Chitrudurga while tnere 
is another one south of Mysore. 
Neither of these is less than 100 miles 
from Bangalore. But the facility for 
transport is such that, in spite of heavy 
cost of transport for getting cotton, 
the region has developed a number of 
cotton mills, like Rinny Mills, Mvsore 
Spinning Sc Manufacturing Co„ Miner¬ 
va Mills, and a host of medium-sized 
mills. There are other factories which 
are sponsored by the state as well as 
central government. They are both 
large as well as medium size. Large-scale 
industries located in this belt are Hin¬ 
dustan Machine Tools, Indian Tele¬ 
phone Industries, Hindustan Aircraft, 
New Government Electric Factory, 
Government Electric Factory, Bharat 
Electronics, only to mention a few in 
the government sector. There arc other 
medium-sized units Avhicli are making 
this belt more and more congested. 
Hence there is every need for dispersal 
of industries. 

The third industrial belt, that ol 
Nanjangud-Mysorc-Mandya, includes 
such industrial centres as Nanjangud, 
Pandavapura, Belagula, Mysore and 
Mandya. Major agricultural industries 
set up in this belt are, the sugar industry 
at Mandya and Pandavapura, cotton 
textile in Mysore and Nanjangud, silk 
filatures and weaving factory at Mysore, 
and paper mills at Belagula (using 
bagasse as raw material). 

Geographical Reason 

The Mysore region is better suited for 
the establishment of industries than the 
Bangalore region for the following geo¬ 
graphical reasons: 

(a) There is sufficient supply of raw 
materials such as limestone and Kao¬ 
lin. The region is made up of Archean 
rocks of different composition which 
unfortunately is little explored geologi¬ 
cally. It is possible that other metallife- 
ours minerals may be found in the 
area which may be of strategic signi¬ 
ficance and which may help the develop¬ 
ment and expansion of the industrial 
structure of the Mysore belt. 

(A) Mysore region is situated in 
between the Cauvery and Kapila, almost 
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at half the distance between the two 
rivers which are perennial. Therefore 
there is possibility of abundant supply 
of fresh water not only for domestic 
purposes but also for industrial use/ 

(c) The region is not so rugged as the 
Bangalore or Harihar areas, it is ele¬ 
vated table-land. If railway communica¬ 
tions connect Mysore city with Coimba¬ 
tore via Satyamangalam it will add 
very much'to the expansion of the in¬ 
dustry in ; this belt. 

The Mysore region is favourable for 
. agriculture because of availability of 
perennial river water. Such crops as 
mulberry, sugarcane and tobacco could 
be raised on a large scale. The rearing 
of silk worms has become a very impor¬ 
tant occupation of the rural population 
of this belt. Mysore city and neighbour¬ 
ing towns can boast of well-established 
silk filatures. Power is supplied from 
Sivasamudrum. So there is no dearth 
of power supply for the location of 
industries in this belt. 

The sugar industry is capable of ex¬ 
pansion and there is every possibility 
that in the near future more sugar 
factories will be developed in this belt. 
Some more industries such as tyre 
manufacturing, rubber factories and 
chemical industries are soon going to 
add to the already existing ones such 
as motor A cycle, lac and paints ind¬ 
ustries. 

The Gold Belt 

The fourth industrial belt, the Kolar 
industrial belt, is noted for the produc¬ 
tion of gold. This is 40 miles from Ban¬ 
galore on high land, about 7,N00 ft. 
above the sea level. There is a single 
gold-bearing reef of quart/, some four 
miles long. Sivasamudrum located at a 
distance of 97 miles supplies electrical 
power to Kolar gold field. The labour 
force of the Kolar gold fields is of a very 
heterogeneous character. According to 
the Mysore census report of 1961, about 
35 per cent arc Mysoreans and the rest 
outsiders from the west coast and 
Tamil districts bordering the Mysore 
state. About half of the labour force 
belongs to depressed classes converted 
to Christianity. This area has no scar¬ 
city of labour supply. It enjoys the faci¬ 
lity of transport and communication 
as it lies between the Bangalore and 
Madras railway line. The development 
of gold mining operation becomes very 
significant in this area. 

The region is also favourably situat¬ 
ed for the rearing of silkworms, and 
there is possibility of setting up silk 
industry on a large scale. Chintamani 
is the chief industrial centre of this 
belt. There are some handloom factories 
working on cottage industry basis. 

Again, this region is favourable for 
the location of sugar industry. Sugarcane 
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is grown around the district of Kolar. 
With the availability of raw material, 
hydel power, cheap and efficient means 
of transport, manual labour and supply 
of fresh water from the river. North 
Pinakini, a sugar factory has already 
been located at Gauribidanur. 

Recently the earth mover division of 
the Bharat Earth Movers Ltd, was shift¬ 
ed to this belt so as to help those work¬ 
ers who were retrenched from the min¬ 
ing jobs due to the closure of part o# 
the gold mines. 

The fifth industrial belt is the Bidar, 
Oulburga, Bijapur, Raichur, Dharwar, 
Bcllary and S. Kanara belt. This region 
possesses certain geographical advan¬ 
tages in respect of raw material and 
power resources developed as a result 
of hydro-electric schemes. The districts 
of Dharwar, Raichur, Bcllary and 
Belgaum are the cotton growing areas 
because of the favourable geographical 
factors such as suitability of climate, 
rainfall, soil and the available transport 
facilities. The cotton markets are in 
Hubii, Gadag, Bagalkot, Bijapur, Dhar¬ 
war, Bailhongal, Athni, Kagewad, Rani- 
bennur and Haveri. Bailhongal has a 
regulated cotton market. The cotton 
mills are found in Hubii, Gadag and 
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Gokak. This region has a number of 
facilities for starting cotton textile and 
sugar factories. The chief sugarcane 
growing areas are Chikodi, Hukkeri and 
Belgaum taluks of the Belgaum district 
and on a smaller scale in the North 
Kanara district. 

This belt is rich in iron ore and is 
noted for rich forest products such as 
timber, pulp etc. Timber however is 
very expensive to transport and it 
is necessary that the saw mills are set 
up at suitable places in the area so that 
production capacity of the belt could be 
easily increased. This region is also noted 
for the production of tobacco and 
Nippani is the chief centre for this. 
There is every possibility of setting up 
of new industries both small and large 
scale which could utilise the above men¬ 
tioned available raw materials. 

Though Mysore was at one time 
considered a relatively industrialised 
state; at present it has slipped back in 
industrial development as compared 
with other neighbouring states, even 
though it is rich in natural resources 
and free from labour unrest. Hence, 
the state government should display 
more initiative in encouraging the esta¬ 
blishment of more and more industries. 
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FROM THE PRESS GALLERY 

Opposition Solidarity Takes Shape ? 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday: 

Although the efforts of some Con¬ 
gress-0 members to have a co-ordination 
body of the non-communist opposition 
parties have not borne fruit, there arc 
signs of some solidarity being effected 
among these parties. At behind-the- 
scenes parleys this week, it is 
reported to have been agreed that 
the non-communist opposition groups 
would attempt understanding and 
concerted action on specific issues. 
The presence at these discussions 
of the representatives of the PSP, 
the SSP, the BKD and the “unattached” 
group was indeed significant, for hither¬ 
to it was felt that co-ordinated approach 
could only be expected on the part of 
the Congress-O, the Jana Sangh and the 
Swatantra parties. It is said to have 
been agreed that the whips of the 
parties going in for co-ordinated action 
would make joint efforts to mobilise 
the members of their respective parties 
on specific issues. 

Co-ordinated Action 

A clear evidence of this co-ordinated 
action on the part of the non-commu- 
nist opposition was available yesterday 
when excepting the members belonging 
to the CPI and the CPM and also 
the DMK and some independent mem¬ 
bers. the entire opposition walked out 
of the Lower House in protest against 
the “weak-kneed” policy of the govern¬ 
ment towards the Soviet Union. The 
failure of the government to lodge a 
written protest against the persistent 
showing of the NEFA and the Aksaichin 
areas in an encyclopaedia published on 
the direction of the Soviet Communist 
Party and the Soviet government, as 
Chinese territory, was cited as the 
latest example of the Government of 
India’s subservience to the Soviet Union. 
Only a day earlier, on this very issue, 
only the Congress-O, the Jana Sangh, 
the Swatantra and the PSP members 
bad walked out of the Upper House. 
By his evasive replies in this House, 
the Minister for External Affairs, Mr 
Swaran Singh only confirmed the sus¬ 
picion that no written protest had been 
sent to the Soviet Union against its 
“cartographic aggression” against us. 
His efforts at suggesting that it was only 
a technical error, having no political 
significance (as assured by the Soviet 
Union) only angered the agitated mem¬ 
bers. 

Among the other important issues 


discussed in the two Houses were: 
(i) the growing unemployment; (ii) the 
resumption of upwaid trend in prices; 
(iii) the demand for a second steel plant 
in Orissa; (iv) the news coverage by 
All India Radio and the F ilms Division 
of the Ministry of Information and 
Broadcasting; and tv) the demand for 
granting statehood for Manipur. The 
government was severely criticised on 
most of these issues. 

Unemployment Position 

During the discussion on the un¬ 
employment situation, many an opposi¬ 
tion member pointed out that the go¬ 
vernment did not have even a precise 
^ estimate of unemployment in the country 
which was growing day by day. They 
assailed it foi not having any target date 
for providing employment to all able- 
bodied persons. Demands were made 
for making available an employment 
dole and inclusion of the right to work 
in the fundamental rights guaranteed 
by the Constitution It was also sug¬ 
gested that the fourth Plan should be 
reoriented on an emergency basis for 
reducing unemployment. The Minister 
for Labour, Employment and Rehabili¬ 
tation, Mr D. Sanjivavya, could not but 
concede that the backlog of unemploy¬ 
ment was mounting. His efforts to 
blunt the edge of the criticism of the 
opposition by suggesting that the esti¬ 
mates of unemployment could not be 
precise due to the wrong methodology 
adopted hitherto (as pointed out by the 
Dantwala Committee) hardly succeed¬ 
ed. The Minister, however, assured the 
House that the fourth Plan was being 
reviewed to give it an employment 
orientation. Special allocations were be¬ 
ing made for labour-incentive schemes. 
An employment commission in the 
Cabinet Secretariat was working out, in 
co-operation with the Planning Com¬ 
mission, schemes which would provide 
larger job opportunities. Mr San jivayya 
candidly admitted that all this, of 
course, would not eradicate unemploy¬ 
ment; it would only reduce its magni¬ 
tude. Provision of full employment, he 
stressed, would have to be kept as a ' 
somchwat long-term goal He rejected 
the demand for an unemployment dole 
and the inclusion of the right to work in 
the fundamental rights. 

As regards prices, among the causes 
responsible for the recent uptrend were 
mentioned not only the shortage of 
commodities but also heavy doses of 


deficit financing, money expansion 
(specially due to the nationalised banks 
giving advances for consumption pur¬ 
poses), etc. The Jana Sangh leader, Mr 
A.B. Vajpayee, even alleged thr*t there 
had been an increase in prices because 
of“potitieal reasons”. Detailing the steps 
the government was taking to check ri.se 
in prices, Mr Chavan pointed out defi¬ 
cit financing was being kept under cont¬ 
rol. the overall deficit in 1969-70, lie 
tevealed. was much lower than the ear¬ 
lier estimates. Squeeze on credit for 
speculative activities, Mr Chavan added, 
was being applied ami would continue 
to be applied, Mr Chavan refuted the 
charge that there had been any undue 
expansion in money supply, as also the 
allegation that there were any politi¬ 
cal reasons for rise in prices. If a balance 
was achieved on agricultural production, 
procurement of foodgrains and the 
credit, investment and the export 
policies, he hoped the price level 
would take care of itself. He, however, 
admitted that the short supply of indust¬ 
rial raw materials had been a contribu¬ 
tory factor to the uptrend in prices in 
the recent past. Mr Chavan rejected 
the suggestion for setting up a price 
control board. 

Criticism of AIR 

Scathingly criticising the news cover¬ 
age by AIR and the Films Division, 
several opposition members objected to 
the way the Prime? Minister's speeches' 
were being relayed by the former and 
the making of a documentary on the 
communist - inspired land grab 
movement by the latter. This, they ar¬ 
gued, reflected the partisan attitude of 
the government. The Minister of State 
for Information and Broadcasting, 
Mr I.K. Gujral, sought to defend the 
working of AIR and the Films Division 
by pointing out that the news coverage 
by the two media was guided by the 
importance of the events, but the critics 
apparently were not satisfied. Some of 
them even quipped that efforts were 
being made by the government to in¬ 
fluence newspapers in its favour. 

The demand for a second steel plant 
in Orissa received wide support in both 
the Houses from all the sections, but 
the Minister for Steel and Heavy 
Engineering, Mr B.R. Bhagat, did not 
accept it. He only assured the members 
that Orissa's claim for a second steel 
plant would certainly be considered in 
the selection of sites for the future steel 
plants. The Minister denied that there 
had been any political motive in deciding 
about the establishment of steel plants 
at Visakhapatnam, Salem and Hospet. 

As regards the demand for statehood 
for Manipur, the Minister of State for 
Home Affairs, Mr K.C. Pant, assured 
the two Houses that the government 
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had an open mind on the issue such 
matters as the economic viability of 
the state, however, had to be considered. 
To this, the reply of those who favoured 
the grant of statehood to Manipur was 
that Nagaland and Himachal Pradesh 
had been granted statehood though 
they were hardly economically viable. 

The decision of the government to 
have consular tics with the German 
Democratic Republic, announced this 
week, had a mixed reception. While the 
communist members fell that the deci¬ 
sion left much to be desired inasmuch 
as the diplomatic relations were not 
raised to the ambassadorial level, the 
members belonging to the Jana Sangh, 
the Swatantra Party and the SSP 
stressed that diplomatic relations ought 
to he established with Taiwan and Israel 
also. The External Ail airs Minister, 
however, rejected the plea in regard to 
Taiwan; India, he said recognised 
only one China -- the People's 
Rcphlic of China. About Isiael, ho said, 
that we had already recognised this 
country. The exchange of ambassadors 
with Israel at present, he felt, would not 
serve any useful purpose. The establish¬ 
ment of consular relations with the 
GDR, Mr Sv/aran Singh explained, was 
the correct thing to do »n the present 
context as our relations with this count¬ 
ry, especially trade and economic re¬ 
lations, had grown strong during the 
past few years. 

Concession to Disabled 

Two Select Committee reports were 
presented to Parliament this week - 
one to the Lok Sabha and the other 
to the Rajva Sabha. in its report to the 
Lok Sabha, the St lev t C ommittee on 
the Taxation Laws (Amendment) Bill, 
J%9, has MM*«re.Nted increasing from 
Rs 2,000 to Rs 4,000 the quantum of 
reduction in computing the taxable 
income of a resident individual '“who is 
totally blind or who sutlers Irom any 
other permanent disability/' The com¬ 
mittee has also recommended that the 
existing precedence for the registeration 
of partnership firms should be continued 
with a “few modifications" so as to re¬ 
move some of the practical difficulties. 

Under the amended definition of 
“agricultural income”, the committee 
has suggested that municipalities and 
cantonment boards having a popula¬ 
tion of 10,000 and areas adjoining them 
should be treated as “essentially rural 
in nature.'’ A uniform limit of eight 
kilometres “will not be appropriate as 
the extent of urbanisation of areas 
adjoining such municipalities or 
boards varies from municipality to 
municipality.” It has, therefore, re¬ 
commended that income attributable 
to farm buildings situated in muncipali- 
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ties and boards should be regarded as 
agricultural income. 

Recommending modification of the 
new scheme of tax exemption of foreign 
technicians employed in India, the 
committee has suggested that technicians 
with specialised knowledge and experi¬ 
ence in industrial or business manage¬ 
ment techniques or in distribution of 
electricity or any other form of power or 
in poultry farming, should “not be en¬ 
titled to any exemption from tax in 
respect of their remuneration." In 
the case of other technicians, the period 
of exemption up to Rs 4,000 a month will 
stand reduced from 36 months pro¬ 
vided in the Bill to 24 months. The 
committee has further suggested that the 
new provision in the Bill for exemption 
of tax on any subsidy received in the 
case of tea industry under any scheme for 
re-plantation of tea bushes made by the 
union government should be extended 
to cover any subsidy received for re¬ 
placement of tea bushes under any 
scheme t-f I he centre, - 

Provision for Imprisonment 

The committee has recommended 
rigorous imprisonment up to one year 
for ‘wilful failure* to furnish returns of 
income, whether voluntarily or in res¬ 
ponse to a notice by the Income Tax 
Officer. It says that failure to fur¬ 
nish returns or produce documents 
should be made punishable only 
when such failure i4 is wilful". For 
defaults in producing accounts books 
and other documents called for by 
notice, the committee feels that ordi¬ 
narily the punishment for such defaults 
should be rigorous imprisonment up to 
one year or line or both. 

The report of the committee is not 
unanimous. In his minute of dissent, 
Mr N. K. P. Salve says that 
it is “undue discrimination" to 
tax “converted properties" of Hindu 
joint families. If this discrimination 
had worked only against the rich 
and affluent joint families. Mr Salve 
adds, he would not have dissented. 
But it would mainly work against mem¬ 
bers of Hindu joint families who have 
meagre and limited resources. 

Mr N. Dandekar and Mr N. K. 
Somani in their minute of dissent have 
opposed the withdrawal of allowance of 
expenditure on shifting industrial under¬ 
takings. Such a concession, they feel, is 
necessary to encourage dispersal of 
industry from highly industrialised re¬ 
gions of a state to less developed areas 
within the state 6t to less developed 
areas in other states. 

In its report to the Rajya Sabha, the 
Select Committee on the Code of Civil 
Procedures (Amendment) Bill has re¬ 
commended a comprehensive review of 
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the code taking cognizance of the 
changes that have overtaken the social 
structure of the nation since the legis¬ 
lation was first enacted 62 years ago. 
The committee has noted that during 
the course of evidence tendered before 
it, various defects and lacunae were 
brought out. The consensus in the com¬ 
mittee was that the Bill actually “touch¬ 
es only a fringe of the problems it pro¬ 
fesses to solve and has left out many 
matters which need attention”. 

Discouragement to Speculators 

The Finance Minister clarified in the 
Rajya Sabha the recent decision of the 
union government in regard to bank 
advances against shares of industrial 
companies. The public sector banks, he 
announced, would be asked to insist on 
transfer to their names of shares pledg¬ 
ed with them by borrowers with over¬ 
drafts limits exceeding Rs 50,000, This, 
he said, had been decided upon as a 
measure to discourage the use of bank 
finance by operators to corner shares 
and acquire control over well-managed 
companies. The banks, Mr Chavan fur¬ 
ther revealed, had been asked to refuse 
to give proxies at the request of the 
borrowers as a matter of course as had 
been the case in respect of such pledg¬ 
ed shares hitherto. “The banks will 
keep the voting rights with themselves 
to be exercised at their discretion keep¬ 
ing public interest in view. The Reserve 
Bank will ensure that a similar policy is 
followed by non-nationalised banks." 

Two bills were adopted by the Lok 
Sabha this week. These were : (i) the 
Contract Labour (Regulation and Abo¬ 
lition) Bill, which aimed at eradicating 
the abuses of contract labour by unscru¬ 
pulous employers and contractors; and 

(ii) the Delhi Shops and Establishments 
(Amendment) Bill, which sought to im¬ 
prove the working conditions of the 
employees in shops and establishments 
in the capital. The Rajya Sabha adopted 
four bills. These were : (i) the Delhi 
Shops and Establishments (Amendment) 
Bill; (ii) the Indian Medicine and 
Homeopathic Bill, which sought to cons¬ 
titute a Central Council of Indian 
Medicine—Ayurvcd, Sidda and Unani; 

(iii) the Delhi University (Amendment) 
Bill, which sought to replace an ordi- 
namoce promulgated on June 20 permitt¬ 
ing the Delhi University to allow stu¬ 
dents residing in Delhi but who had fail¬ 
ed to get admission in colleges, to re¬ 
appear for the B,A. (Pass) course exa¬ 
mination as private students; and (iv) 
the Army, Air Force and Naval Law 
(Amendment) Bill, which aimed at ena¬ 
bling the families of the deceased de¬ 
fence personnel to dispose of the estate 
of the deceased up to the value of 
Rs 10,000 without production of suc¬ 
cession certificates. (Hitherto this limit 
was Rs 5,000 only). 
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Realities of International Trading 

E. B- BROOK 


VIENNA: 

While the running agument between 
the United States and Europe’s Com¬ 
mon Market over the flexibility of ex¬ 
change rates continues and their systems 
of import duties and export subsidies 
complicate their trade in farm products 
it is worth while looking at the realities 
of international trading as it has de¬ 
veloped since the war, in the last quar¬ 
ter century. 

Both the Common Market and the 
United States are straining their inge¬ 
nuity to preserve their consumer markets 
from being under-sold or over-supplied 
by the other party. The situation is in 
many ways an almost unaltered copy of 
the protectionist-free trade wrangles that 
dominated British and European poli¬ 
tics in the later years of the last century, n 

The difference is that, on the Euro¬ 
pean side at least, protection is sought 
through devices other than tariffs, 
essentially by regional harmonization 
within an economic group. It is worth¬ 
while examining how far regional har¬ 
monization can, in the long run, hope 
to prevent the flow of trade from corres¬ 
ponding to the requirements of con¬ 
sumers and the needs of producers to 
sell. At the present time, consumer goods 
prices are rising steadily in west Europe 
(in EFTA as well as Common Market 
countries) because of tariffs, taxes and 
other imposts specifically designed to 
hold producers’ profits at not less than 
their present very adequate level. 

Austria’s Experience 

Austria, an EFTA country, now has 
this experience with the prices of 
butter, milk and margarine going up 
in a country that acknowledges that its 
dairy farming is heavily excessive but 
where the government meets stubborn 
opposition from farmers loath to divert 
part of their dairy fanning to production 
of meat for the market. As a result of 
this and similar developments, both the 
Market’s and EFTA’s efforts to lower 
the cost of living by- reducing tariffs 
and the work of the Kennedy Round 
on tariffs and prices are being eroded al¬ 
most to ml by subsidies to the least adap¬ 
table industrial sector, agriculture, and 
by increasingly excluding much cheaper 
supplies from elsewhere. In many 
west European countries the prices of 
many home-produced articles are higher 
*than those of imports. In Austria, for 
example, the simple product honey 
sells 40 per cent more expensively than 
honey imported from neighbouring 


Hungary and 35 per cent dearer than 
honey from the USA. 

Not less important is the question 
how far the Common Market’s re¬ 
gional harmonization can hope to pre¬ 
vent corporate penetration from outside 
the Market area. Tariff barriers, border 
taxes and progressively harmonized 
fiscal and social insurance systems no 
longer have the strength or adaptability 
to deter foreign penetration, especially 
in the capital intensive industries. 

The effectiveness of penetration by 
these industries cuts both ways across 
the Atlantic. British Bo water Paper is a 
major industry in its line in the USA, 
the French have a large share in several 
sectors of America’s fruit and vege¬ 
table canning industry. In the Common 
Market area major enterprises of Bri¬ 
tain, Sweden, Switzerland as well as 
many from the USA arc firmly entren¬ 
ched and expanding, often more aggres¬ 
sively than home-based industry, of 
which a sizable part is short of essen¬ 
tial capital. 

Cutting Both Ways 

National groups that seek to protect 
their industries fight, increasingly hope¬ 
lessly, also against the flexibility and 
dymanics of the increasing varieties of 
international corporations. In the last 
20 years international joint ventures and 
international subsidiaries have become 
the pattern of almost half of major in¬ 
dustry. This network spreads over the 
United States and over almost every 
country in western Europe. Standard 
Oil of New Jersey has 20 jointly-owned 
companies with British, Dutch, French, 
Italian and Spanish companies as sub¬ 
sidiaries. Shell has joint ventures with 
more than 20 companies, including some 
of its competitors, and the British ICI 
has a whole network of subsidiaries 
under its holding company 1C1 Europa 
and joint yentures with German, Bel¬ 
gian, Swiss and several US companies. 

Tn the Common Market area itself 
during the past two years 70 per cent 
of joint ventures have been undertaken 
with firms outside the area. Outstanding, 
examples are the Belgian-UK link 
through Solvay-Laporte and the Italy- 
UK link through Dunlop-Pirelli. Agfa 
of Germany is a subsidiary of Bayer 
.which has vast joint interests outside 
the Common Market, Fiat of Italy has 
links outside the Market in east as 
well as west Europe and there are end¬ 


less new techniques and variations in 
method which legally circumvent rest¬ 
rictions imposed by Common Market 
governments. The same is true of the 
adaptability of US companies in legally 
rendering ineffectual many Congres¬ 
sional restrictions. It is no longer 
possible reasonably to speak of west 
Europe organising to compete with 
US economy because the two are inti¬ 
mately, in organisation, structure and 
finance, Jinked and involved 

Added to this multi-national indust¬ 
rial organisation complex which trans¬ 
cends frontiers and continents is the ex¬ 
ploding growth of multinational bank¬ 
ing firms with a host of activities beyond 
formal banking. The Common Market 
itself is host to over 40 American banks. 
IJS banks, in fact, are now established 
in 104 countries and British banking, 
still the largest group in the field, is 
long since firmly established within the 
Common Market. The growth of multi¬ 
ple international ventures in banking 
is one of the most rapid current com¬ 
mercial developments. 

All these financial and industrial 
groupings and the reverse flood of 
European firms to the USA make some¬ 
thing approaching nonsense of the 
idea of regional concentration; within a 
few years nearly a quarter of the US 
gross national product will derive from 
subsidiaries of European and Japanese 
firms. For this and other reasons of 
European investment and banking 
growth in the USA any threat of retalia¬ 
tion by the US government against 
Common Market firms in the USA 
would damp down any damagingly 
protectionist ideas of Eurocrats in 
Brussels or of the French government 
very quickly. 

One Another’s Hostages 

Nation States and international eco¬ 
nomic groups have, while the latter 
have grown up, become one another’s 
hostages because of the importance of 
the interlocking investments of their 
own major companies. The global cor¬ 
poration strides over many frontiers. 
Antiquated protectionism designed to 
shield such marginal sectors of the in¬ 
ternational economy as agriculture and 
textiles has lost any chance of being 
effective because none of these industries 
have any considerable foreign invest¬ 
ment and are, for this reason, unable to 
influence the policies of either modern 
industry or of supra-national political 
institutions. The inter-dependence of 
modern economics and their interlocked 
interests have wiped out the effectiveness 
of political action by exclusively home 
industries which are now limited to 
being no more than a nuisance when 
they choose to be obstructive, with all 
the risks that go with being a nuisance 
ineffectively. 
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India Tobacco Co. Ui. end its 
sister organisation and tobacco supplier, 
Indian Leaf Tobacco Development 
Co. Ltd., have followed a positive 
policy of import substitution 
and self-reliance in every aspect of 
their operations-for years. 

Pioneers in manufacturing and 
self-sufficiency, they have actively 
encouraged and assisted the formation 
and development of a number of small 
and middle sector ancillary industries, 
manufacturing process machinery 
and ail material required to pack and 
present cigarettes to the public. 

This assistance, made at a time when 
virtually no restrictions on imports existed, 
has Included technical knowhow and 
expertise obtained from abroad, research 
and development facilities, facilities 
for fabrication of process machinery, 
guarantees of offtake, and, where 
necessary, indirect financial assistance. 
The result * all originally imported.board 
for making packets has been locally 
available since 1945, cigarette paper 
since 1951, aluminium foil since 1954, 
transparent film for wrapping packets 
since 1957, corrugated card board 
boxes for transportation since 1962 
and filter tips since 1963. 

ITC extended similar facilities to Indian 
manufacturers, who have as a result 
been fabricating spare parts since 1963 
for primary and secondary tobacco 
manufacturing machinery—today 
almost all primary and some of the f 
secondary machinery are also being 
made in India 

India Tobacco Co Ltd. and Indian Leaf 
Tobacco Development Co. Ltd. together 
started the cultivation of flue cured 
Virginia tobacco in India in 1920, thereby 
making a permanent and continuing 
contribution to a self-reliant economy. 
Today, the cigarette industry is almost 
totally self-sufficient largely due to 
India Tobacco's neat singlehanded and 
dedicated efforts to this end. ^ ^ 
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If mr Swaran Singh believes that he 
has not become his country's Foreign 
Minister in order to make enemies for 
her in the more powerful capitals of 
the world, I, for one, would rather 
applaud him. The trouble he had 
with Parliament last week with respect 
to Soviet maps of Indian territory, 
however, was not entirely unmerited. 
For such an astute politician as he 
there could hardly have been any justi¬ 
fication for walking so clumsily right 
into so obvious an Opposition trap. 
Confused as our contemporary poli¬ 
tics may be, it is at least crystal-clear 
that the non-communist Opposition 
parties, barring one or two groups, 
cannot be expected to let go any oppor¬ 
tunity of attempting to convict the 
present government of being subser¬ 
vient to the rulers of the USSR. It 
was therefore certainly maladroit on 
the Foreign Minister's part to refer 
in such fulsome terms to the friendli¬ 
ness of the Soviet government while 
explaining our government's position 
with regard to the impugned maps. 

1 am not suggesting here that the 
Soviet government is not a friendly 
government, as diplomatic friendships 
go in today's world politics, nor 
would 1 dream of arguing that it is 
not the business of our diplomacy 
to keep what friends we have for 
what their friendships are worth. 
But there is a time and place for every¬ 
thing and Mr Swaran Singh certainly 
did not display his usual perspicacity 
when he failed to judge rightly the 
parliamentary situation faced by him 
and, thereby allowed himself to com¬ 
mit the blunder of almost commit¬ 
ting the government to the impossi¬ 
ble position that the Soviet maps, to 
the extent that they provided an 
occasion for New Delhi to elicit re¬ 
newed assurances of friendship from 
Moscow, were virtually • to be regar¬ 
ded as yet another expression of the 
USSR’s goodwill towards our country. 

* * 

Talking of foreign ministers and 
foreign affairs, it strikes me that 
there is as much make-believe in the 
art of diplomacy as it is being practised 
as there is in that other art, the art of 
black magic. It is surely futile for 
any government to refuse to recognise 
some other government even when 
the latter is in effective possession and 
control of the territory it claims to 
be ruling. Occasionally, very occa¬ 
sionally, there may be justification for 
this game of non-recognition, as, 
for example, when any particular 


government, through some act of com¬ 
mission or omission on its part, has 
placed itself beyond the pale. The 
case of South Africa is an obvious 
illustration. Again, it is of course 
only reasonable that, when two govern¬ 
ments have been engaging themselves 
in hostilities against each other, they 
must find it extremely difficult to 
maintain mutual diplomatic relations, 
although, curiously enough, countries 
have been known to continue to 
have diplomatic relations with each 
other even when a war of some kind 
or the other is being fought between 
them — as for example, Pakistan 
and India or China and India. Ta¬ 
king all this into account, I have always 
felt that it is more than a little odd 
s that there should be an absence of 
normal diplomatic relations between 
Israel and our country or between 
the GDR and our country. 

It follows that the Government of 
India’s recent decision to upgrade 
this country's diplomatic relations 
with the Government of the GDR from 
the level of Trade Representation to 
that of Consulate-General is, in my 
view, a step in the right direction. 
Indeed, even if only the scale and qua¬ 
lity of our trade and other economic 
relations with the GDR are to be 
considered, it is obvious that this limi¬ 
ted move at least should have been 
made much earlier. Here, surely, is 
a true case of "better late than never.” 

On this happy occasion, nay per¬ 
sonal felicitations go to the indefatigable 
Dr Herbert Fischer and his extremely 
amiable wife. The Head of the 
Trade. Representation of the GDR in 
India has been truly labouring over 
long and lonesome years, with a faith 
that moves mountains, for the esta¬ 
blishment of full and regular diplomatic 
relations between his country and 
ours. Although his mission remains 
to be completely fulfilled, his efforts 
have succeeded to an extent which 
must be gratifying to him and his 
government. Even the worldly-wise 
men in Bonn ought not to find it too 
difficult to view this development as 
an inevitable and not necessarily dis-. 
agreeable happening in the long pers¬ 
pective of the restoration of the unity 

of the German nation, 

* * 

The discussion of the "nationality” 
of that premier engineering firm, Lar¬ 
sen and Toubro, to which we have 
been treated by the Department of 
Company Affairs, has a wholly farcical 
quality to it. To me what matters 


is that this remarkable pair of Danish 
entrepreneurs have given our na¬ 
tional economy one of its most valu¬ 
able industrial assets and through their 
grand vision of a developing India— 
a vision backed by their dynamism, 
superb technical prowess and sheer 
hard work—have brought the blessings 
of modern technology to vital areas 
of investment and production. That, 
as a public limited company, Larsen 
and Tourbo had thrown open its shares 
to public subscription in this country 
and is thus in an important sense 
an Indian company naturally adds to 
my happiness and if some one in the 
government still feels distracted by the 
thought that Mr H. Holck-Larsen 
and Mr S. K. Toubro happen to 
have been born in Denmark and are 
Danish nationals, 1 suggest that the 
best thing to do is to offer them res¬ 
pectfully the status of honorary In¬ 
dian citizenship . This would be as 
fitting a gesture as any of recognition 
on our part of the great services which 
these captains of industry, come from 
a distant land, have rendered to our 
national economy. 

* ' * 

The efforts of some politicians be¬ 
longing to the Muslim community 
to organize a national communal 

political organization, . invoking 

inevitably the ghosts of the Muslim 
League of infamous memory - 
are surely not in the interests of this 
community. To the extent that this 
move has a "self-defence” aspect to 
it, it must no doubt prompt some heart- 
searching among the Hindu commu¬ 
nity generally and the various political 
parties which have no desire to sec the 
unholy rebirth of a political confron¬ 
tation between Hindus find Muslims 
across the land. But the misguided 
Muslim politicians, who have clearly 
started thinking in terms of such a 
confrontation, can have no justification 
for failing to realize what the conse¬ 
quences are likely to be for the men 
and women of the community which 
they foolishly seek to serve in this 
manner or by these means. Aberra¬ 
tions of occasional communal rioting 
apart, much the greater part of the 
country or its people is genuinely in¬ 
terested in protecting the integrity of 
the national community in terms of a 
shared citizenship of all its members. 
It would be unfortunate, indeed, 
were the frustrations or even the fears 
of the moment to lead a small num¬ 
ber of men of narrow vision to try to 
frustrate this vital process. VB. 
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DIRECT TAXES COMMITTEE 

The Ministry of Finance has anno¬ 
unced the reconstitution of the Central 
Direct Taxes Advisory Committee, 
which advises government on measures 
for developing and encouraging mutual 
understanding and co-operation be¬ 
tween taxpayers and the Income-tax 
Department and removing administra¬ 
tive and procedural difficulties of a gene¬ 
ral nature. The Minister of Finance, 
Mr Y. B. Chavan, is Chairman of the 
Committee and the Minister of Revenue 
and Expenditure, Mr V. C. Shukla, is 
Vice-Chairman. The committee includes 
four Members of Parliament: Messrs 
S. N. Misra, Maddi Sudarsanam, S. G. 
Saboo and N.K.P. Salve. It has two 
ex-officio members : President, Federa¬ 
tion of Indian Chambers of Commerce 
& Industry (Mr D. C. Kothari); Presi¬ 
dent, Associated Chambers of Com¬ 
merce & Industry of India (Mr Keshub 
Mahindra). There are six other non¬ 
official members: Messrs Sanat P. 
Mehta, Advocate, H. P. Dhondy, 
Chartered Accountant, B. D. Kapur, 
New' Delhi, Harshad M. Patel, Ahme- 
dabad, K.L. Varadarajan. Coimbatore 
and A. N. Haksar. Calcutta. Three 
official members are: Secretary, Ministry 
of Finance (Department of Revenue); 
Chairman, Central Board of Direct 
Taxes: Member, Central Board of 
Direct Taxes. The term of office of the 
Members of Parliament nominated to 
the committee is two years or till they 
cease to be Members of Parliament, 
whichever is earlier. The term of office 
of other non-official members is also 
two years. The committee normally 
meets twice a year in New Delhi or other 
important centres such as Calcutta, 
Madras, and Bombay. 

MONOPOLIES COMMISSION 

The union government has set up the 
three-member Monopolies Commission. 
Mr Justice Alagiriswamy of the Tamil 
Nadu High Court has been appointed 
Chairman of the Commission. The 
other two members of the Commission 
are Mr D. Subramaniam, Director of 
Inspection, Income-Tax and Audit, and 
Dr K. H. Paranjape, former member of 
the Industrial Licensing Policy Inquiry 
Committee. Mr D. P. Roy, Deputy 
Secretary, Department of Company 
Affairs, will act as Secretary to the Co¬ 
mmission. The chairman and members 
will hold office for five years. The Mono¬ 
polies and Restrictive Trade Practices 
Act, under which the Commission has 


Winds 


been set up, came into effect on June 
1. The government may refer to the 
Commission applications from the big¬ 
ger industrial houses for expansion or 
the setting up of new units. The Com¬ 
mission can also be asked to examine 
whether take-over bids and proposed 
mergers will be in the public interest. 

COTTON TRADE TAKE-OVER 

The representatives of business and 
trade organisations in northern India 
met recently at the Federation House, 
New Delhi, under the Chairmanship of 
Mr D. C. Kothari, President, FICCI. 
Mr Madanmohan R. Ruia, President, 
East India Cotton Association, Bombay, 
stated at the meeting that the govern¬ 
ment’s latest policy would disrupt the 
cotton trade channels, the mill indus¬ 
try and the cotton grower and all this 
would adversely affect the consumer. 
Moreover, the policy relating to the 
cotton trade may well be followed in 
respect of other trades and industries 
with serious consequences to the eco¬ 
nomy and the way of the life of the 
people. Mr Babubhai M. Chinai, MP, 
former President of the Federation, 
explained the implications of the policy 
and the need on the pari of political 
parties to evolve economic decisions on 
the basis of detailed consideration. 

I.F.C. AID FOR PUBLIC SECTOR 

The Industrial Finance Corporation 
of India has now been authorised to 
entertain applications for financial 
assistance from public sector under¬ 
takings (irrespective of the extent of 
government’s shareholdings in them) on 
the same basis as applications from 
private sector concerns. All public sec¬ 
tor undertakings which are incorporated 
as public limited companies arc, there¬ 
fore, eligible to apply to the corporation 
for financial assistance for expansion, 
modernisation or diversification, or for 
the setting up of new projects. Under 
the existing provisions of the Industrial 
Finance Corporation Act, the corpora¬ 
tion is authorised to extend financial 
assistance only to public limited com¬ 
panies or co-operative societies. The 
facilities offered by the corporation in¬ 
clude (i) loans in rupees and foreign 
currencies, (ii) subscribing to and under¬ 
writing of equity, preference and deben¬ 
ture issues, (iii) guaranteeing deferred 
payments for machinery imported or 
purchased within the country, and (iv) 
guaranteeing foreign currency loans 
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raised from foreign financial institu¬ 
tions. 

SMALL CAR PROJECT 

The union government has approved 
in principle the small car project. The 
details of the scheme are still to be 
made public. The small car is likely to 
be in the public sector and it will be 
with foreign collaboration. Funds for 
the project will be raised from public 
financial institutions which now include 
the nationalised banks. The project 
envisaged by the Ministry of Industrial 
Development will involve a capital 
investment of about Rs 25 crores and 
will eventually turn out about 50,000 
cars every year. 

FREE SUGAR MOVEMENT 

By an order issued recently the 
union government has removed the res¬ 
trictions on inter-state movement of 
free sale sugar by trade. The existing 
restrictions on inter-state movement of 
levy sugar will continue. 

NORWEGIAN GRANT 

Norway has made a grant of Rs 
3.77 crores for the purchase, insurance 
and transport of fertilizers to India 
during the next three years. An agree¬ 
ment for this was signed between 
the two countries in New Delhi. 
During 1970, the Norwegian govern¬ 
ment will supply CAN fertilizers and 
in 1971 they will provide urea. The 
quantity and type of fertilizers for 1972 
will be decided later. The rupee value of 
the fertilizers will be used in India for 
development schemes to be mutually 
determined by the two governments. 

PACKED TEA EXPORTS 

The government is considering the 
formation of a public sector corpora¬ 
tion to look after exports of packed 
tea. A decision is expected to be taken 
soon. This was announced recently by 
Mr L. N. Mishra, Minister for Foreign 
Trade, at the meeting of the Consulta¬ 
tive Committee for his Ministry. The 
suggestion to set up a public sector 
corporation for packed tea exports had 
been made by a sub-committee of the 
Consultative Committee in March. 
Apart from the sub-committee’s recom¬ 
mendation, the government is also con¬ 
sidering the formation of an agency to 
blend and market packed tea abroad, in 
co-operation with the Ceylon govern¬ 
ment. Both countries propose to set up 
a consortium for this purpose but no 
concrete steps have yet been taken. 

SMALL DRUG UNITS PROTECTED 

The union government has recently 
amended the Drugs (Prices Control) 
Order, 1970 and taken power to exempt 
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any drag manufacturing unit or a class 
of units from the operation of all or any 
of the provisions of the order. The fac¬ 
tors which will be taken into considera¬ 
tion while granting the exemption are 
specified in the amendment order. The 

S vernment has clarified that power 
s been taken primarily to protect the 
interests of the small-scale sector. 

BEER OUTPUT 

Letters of intent had been issued to 
12 parties in different states for the 
manufacture of beer for a total capacity 
of 540,000 hectolitres. The breweries 
are proposed to be located in Bihar, 
Maharashtra, Orissa, Delhi, Haryana, 
Andhra Pradesh, Rajasthan, Kerala, 
Punjab, Madhya Pradesh, Jammu and 
Kashmir and Pondicherry. No indus¬ 
trial licence, however, had been yet 
given. 

CEMENT CONTROL 

The Deputy Minister for Industrial 
Development ruled out recently any 
change in the present system of con¬ 
trols on the distribution and prices of 
cement to meet some (temporary) 
shortages of the commodity in some 
parts of the country. 

RADIO INDUSTRY 

The question of reservation of radio 
industry for the small-scale sector was 
under the consideration of the govern¬ 
ment. The production of radios in the 
small-scale sector during 1970, he said, 
was expected to be about 1.2 million 
numbers. The production in the large- 
scale sector was likely to be 1.7 million 
units. 

M.M.T.C. CONTRACTS 

The Deputy Minister for Foreign 
Trade, Chowdhary Ram Sewak, in¬ 
formed the Rajya Sabha recently that 
the Minerals and Metals Trading Cor- 

S ration had concluded sale contracts 
• the export of about 1.5 million ton¬ 
nes of iron ore to Czechoslovakia, 
Poland, Hungary and Bulgaria—Bulga¬ 
ria was a new buyer. These contracts, 
the deputy minister added, were in 
addition to the contracts concluded ear¬ 
lier with Rumania and Yugoslavia for 
the export of 1.6 million tonnes of iron 
ore during 1970. Negotiations with the 
German Democratic Republic for the 
supply of about 5,00,000 tonnes of iron 
ores were also in progress. 

JOB-ORIENTED PLAN 

The Minister for Labour, Employ¬ 
ment and Rehabilitation, Mr D. Sanji- 
vayya, indicated recently that the fourth 
Plan schemes were being reviewed to 
see that more employment opportune* 
ties were created during the period to 


1973-74. Besides the proposed general 
review of the Plan, the minister added, 
40 more industries were being reserved 
exclusively for the small-scale sectoT so 
that more employment opportunities 
could be created. The minister further 
stated that rural electrification, minor 
irrigation and similar other schemes 
were being given importance. 

TURBO-GENERATORS BY B.H.E.L. 

Bharat Heavy Electricals, Hyderabad, 
have successfully carried out recently a 
trial run of the first 110,000 kW 
hydrogen-cooled turbo-generator (3000 
rpm) manufactured at their works with 
the collaboration of Messsrs Skodaex- 
port, Czechoslovakia. This generator 
is the largest of its kind to be manufac¬ 
tured and completed for the first time 
in this country. It embodies the latest 
design features and rated guaranteed 
efficiency of 98.42 per cent which com¬ 
pares very favourably with the best 
generators manufactured anywhere in 
the world. It has a total weight of about 
\ 146 tonnes and an overall length of 12.6 
metres 

PROGRESS OF AVIATION 

A 15-year three-phase programme 
for development of four international 
airports at Calcutta, Delhi, Bombay and 
Madras has been drawn up by a Com¬ 
mittee on International Airport so that 
they remain on the mainstream of inter¬ 
national air traffic by meeting the re¬ 
quirements of new generation of air¬ 
craft. A Rs 40.45 crores programme 
based on this master-plan for imme¬ 
diate renovations and extensions of aero¬ 
dromes and long-term plans for build¬ 
ing new terminals has been included in 
the fourth Plan. The jumbo jets—the 
large capacity planes with a carrying 
capacity up to 400 passengers introduced 
by the airline, a feat of the technological 
advances in aircraft design—is only the 
first of the new generation of planes. 
The jumbos will soon be followed by 
the high speed supersonic airci'aft for 
which no two points on the globe will 
be further than 12 hours flying time. 
The completion of Rs 2 crores new inter¬ 
national air terminal building at Cal¬ 
cutta early this year is the first phase in 
the development of airport terminals. 
For the airports at Delhi, Bombay and 
Madras works costing Rs 'M0 crores 
have been sanctioned for immediate 
modification to the existing terminal 
buildings on the basis of recommenda- * 
tions of International Airport Com¬ 
mittee. 

HINDUSTAN STEEL EXPORTS 

Exports of Hindustan Steel Ltd have 
jumped from Rs 1.1 crores to over 
Rs 45.4 crores in just six years. Exports 


of iron and steel by HSL since 1964-65 
arc as follows : 


FOB Value 

Year Quantity 

(in '000 In As 
tonnes^ crores % of 

Rs country’s 
total 
exports 
of iron 
& steel 


1964-65 

25 

! .14 

31.8 

1965-66 

53 

2.22 

38.0 

1966-67 

268 

9.22 

46.1 

1967-68 

805 

30.96 

57.8 

1968-69 

1031.0 

41.54 

60.0 

1969-70 

894.6 

45.43 

60.0 

HSL is 

now exporting to more than 


thirty countries to six continents, 
including some highly industrialised 
nations. Products exported also cover a 
wide range of items conforming to strict 
international quality standards. Most 
of the orders were secured against severe 
competition from internationally reputed 
concerns with many years of experience 
in iron and steel trade. To meet the 
challenge posed by shifts in the pattern 
of demand of the traditional markets, 
the company is constantly in search of 
new markets, striving at the same time 
to broaden its range of exports to in¬ 
clude new items of production thrown 
up from its expanding plants. 

Among the notable achievements of 
HSL in the field of exports is procure¬ 
ment of orders for rails from Sudan, 
Malaysia, Ghana, Iran, Turkey, New 
Zealand and Korea. 

COCHIN SHIPYARD PROJECT 

This country will soon finalise an 
agreement for technical collaboration in 
the preparation of designs, drawings, 
specifications and consultancy for the 
construction of the second shipyard at 
Cochin in Kerala state. The Hindusthan 
Shipyard at Visakbapatnam is also 
being expanded and after the imple¬ 
mentation of its development pro¬ 
gramme, the Hindusthan Shipyard will 
be in a position to build 5 or 6 ships per 
year. As shipbuilding industry is a 
necessary concomitant of a maritime 
state with a long sea frontier with an 
expanding national merchant fleet, the 
need for second shipyard project was 
felt as early as the second five-year 
Plan when an allocation of Rs 75 lakhs 
was made for preliminary expenses. 
It was the UK Shipyard Mission which 
after visiting a number of sites in the 
country in 1958 recommended Cochin 
as a most suitable location for the 
second shipyard. An inter-departmental 
committee which examined the report 
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of Ihe UK. shipyard mission endorsed 
this recommendation. -■ 

The size of ships to be built in the 
Cochin shipyard was reviewed in the 
light of the current world trend in he 
size of bulk carriers/tankers, the pattern 
of India’s seaborne trade, the port faci¬ 
lities expected to be available in India 
and the future requirements of Indian 
shipping. The world trend in bulk 
carriers is towards vessels of 66,000 
DWT and above. The Indian shipping 
companies also expressed their prefer¬ 
ence for bulk carriers and tankers of 
66,000 DWT and above. Considering 
these factors it was decided to build in 
the Cochin shipyard bulk carriers of 
66,000 DWT class. The shipyard is also 
to provide facilities for the dry docking 
and repair of ships. By 1981 the total 
number of ships in the Indian register 
is expected to increase by about 150 
of which half will be bulk carriers and 
tankers. Of these the number of over 
66,000 DWT carriers will be about 30. 
In view of this it was decided to cons¬ 
truct in the shipyard a repair dock to 
accommodate ships upto 85,000 DWT. 
The shipyard is expected to cost Rs 
45.42 crores with a foreign exchange 
component of Rs 5.63 crores. 

HEAVY WATER PLANT 

The Prime Minister, Mrs Indira 
Gandhi, told the Rajya Sabha on 
August 6 that an offer had been recei¬ 
ved from a Danish firm to undertake 
on a consultancy basis a study of 
various alternatives for setting up a 
heavy water plant, possibly at Tuti- 
corin in Tamil Nadu. 

NAMES IN THE NEWS 

Mr V. W. Good, Deputy Chief 
Representative, the Burmah Oil Group 
of Companies in India, New Delhi, pre¬ 
sently acting as Chief Representative, 
during the absence on leave of Mr J. C. 
Finlay, has been appointed to the newly 
created post of Chief Representative 
of the group for south and east Asia 
and the far east, with headquarters in 
Singapore. The Group's representation 
in the far east has been further streng¬ 
thened by the appointment of Mr E. W. 
Humphreys, presently Finance Manager, 
the Assam Oil Company Ltd, Digboi, as 
Deputy Chief Representative. Mr Good 
is expected to take up his new assignment 
in the third week of September. As 
Burmah's Chief in the south east Asia 
and far cast Asia, Mr Good will be res¬ 
ponsible for Burmah-Castrol invest¬ 
ments and trade operations in 14 coun¬ 
tries including, Republic of Singapore, 
Malaysia, Indonesia, Thailand, Cambo¬ 
dia, Laos, Vietnam, Hong Kong, Macao, 
Taiwan. Republic of Korea, Japan, 
Okinawa, and the Philippines, While 
in Delhi, Mr Good is a Director of Oil 


India Ltd, a 50:50 partnership venture 
of the Government of India and the 
Burmah Oil Co. Ltd, concerned with 
the development of indigenous sources 
of crude. He is also a Director of the 
Tinplate Company of India Ltd, in 
which Burmah Oil has over 60 per cent 
equity holding. 

Daniel P. Reid—TWA employee 
since 1946 and most recently regional 
Vice-President, New York, has been 


named Vice-President, sales and ser¬ 
vices for Trans World Airlines, replac¬ 
ing Thomas F. Huntington, who has 
resigned. In making the announce¬ 
ment, Blaine Cooke, Senior Vice- 
President, Marketing, said that a suc¬ 
cessor to Mr Reid as Vice-President, 
New York region, will be appointed 
within a few days. Mr Reid's name will 
be submitted to TWA directors at the 
next board meeting for election as a 
corporate officer. 
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INDIA TODAY 


Another August Fifteenth 


Even as we have commercialized our 
religious festivals, we have politicalized 
our national occasions. This year again 
the Prime Minister of the day gets the 
usual opportunity to speak to the people 
from the ramparts of the Red Fort 
on great and noble themes such as na¬ 
tional integration or self-reliance in 
economic development. Mrs Gandhi, 
however, must feel in the lonely sadness 
of her heart that the Prime Minister of 
India no longer speaks for the whole 
people even on their national days. 
Such is the fragmentation of our public 
life or political affairs today. 

The question of responsibility for this 
development has been discussed thread¬ 
bare over the last 12 months. Inevitab¬ 
ly the debate has got on to be acrimoni¬ 
ous further befouling the political at- 
mo$phefe poisoned by the schism in the 
Congress organization. It is clear that 
no useful purpose will be served by the 
continuance of this particular contro¬ 
versy in a spirit of recrimination, for 
this could only encourage further the 
banefiil negativism among the various 


THE EDITOR 

political parties. The people clcariy 
have lost patience with the quarrels 
of politicians. 

On the contrary the more thoughtful 
among them have already started think¬ 
ing of what is likely to be in store for 
the nation after the next general elec¬ 
tion. The momentous issue which we 
must all face here and now is the issue 
of political stability at the centre. As 
things arc, it is most unlikely, indeed, 
that any single political party or even 
any simple combination of two political 
parties will be able to command an 
effective majority in Pailiament. The 
separate numbers of the two Congress 
groups in the new Lok Sabha may well 
add up to very much less than the total 
of seats which a united Congress party 
had secured at the last general election. 
In these circumstances, it would not 
matter much which of these two rival 
groups of w arring Congressmen manage 
to become the largest single party in the 
new legislature. The point is that every¬ 
thing points to a government of a coali¬ 
tion of a Jnyi^ber — possibly three, prob¬ 


ably more of political parties. The 
formation of such a coalition may 
well be the condition of the survi¬ 
val of effective government at the 
centre. 

It is clearly in the interests of the 
people of this country ihat the coalition 
which may thus come to function in 
New Delhi should be a coalition of 
parties which arc collectively and seve¬ 
rally pledged to the democratic way of 
life and the peaceful and orderly econo¬ 
mic development of the country. Na¬ 
tional unity, as it could be interpreted 
or understood at this moment of time 
in our country's history, can have practi¬ 
cal meaning only in these terms. It 
follows that political leaders who honest¬ 
ly desire to serve the country should be 
prepared to subordinate narrow party 
considerations to the overwhelming 
national need for the formation of v iable 
political groupings which would help to 
stabilise government at the centre, 
strengthening the morals, manners and 
machinery of the parliamentary demo¬ 
cracy. 
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Is Multiplicity of Parties 8ulted to India ? 


In a recent speech at Bangalo-e, Vice- 
President Pathak advised our political 
elite to evolve a two-party system in the 
country. The press report did not ela¬ 
borate the reasons given by the Vice- 
President, nor did it indicate the steps 
by which a two-party system might be 
evolved. 1 have no doubt, however, 
that it is an excellent piece of advice 
coming from a distinguished constitu¬ 
tional expert; will our political leaders 
listen to, and implement, it? 

Our party system, as it is, is in a 
chaos. The chaos is there for all to see: 
a 14-party United Front is formed in 
West Bengal and soon discovers it can¬ 
not work together. Parties split: the 
Congress, the socialists, the communists, 
and even the Akalis have two or more 
groups, members of each group having 
shifting loyalties. A national democratic 
front is proposed by Congress (O) and 
it is soon discovered that the proposal 
cannot be carried even within the Cong¬ 
ress (O) itself, and the two parties 
(Swatantra and Jana Sangh) which had 
more or less agreed to the proposal arc 
chagrined at the outcome. Thinking 
that a ‘rightist* front might be formed 
under the auspices of Congress (O), 
George Fernandes, General Secretary 
of the SSP, initiates proposals for a 
leftist front, and invites some 18 
parties for a discussion on the subject. 
The (then) Socialist Party and the 
Praia Socialist Party merged to form 
the SSP in July 1964: but that merger 
ended on January 31, 1965, with the 
PSP and the SSP now functioning sepa¬ 
rately. It is time that the philosophy 
of the party system, in the context of a 
parliamentary democracy, is reflected 
over by those who work it. 

A Political Aim 

What is a political party? A political 
party is a more or less organized group 
of citizens who act together as a political 
unit, have distinctive aims and opinions 
on the leading political questions of 
controversy in the state, and who, by 
acting together as a political unit, seek 
to obtain control of the government. 
It is based on two fundamentals of hu¬ 
man nature: men differ in their opinions, 
and are gregarious: they try to achieve 
by combination what they cannot 
achieve individually. Religious and 
communal loyalties, and the attachment 
to a dynasty or leader, also help parties 
to develop. Party enthusiasm is main¬ 
tained by such elements of human na¬ 
ture as sympathy, imitation, competi¬ 
tion and pugnacity. 

Parties fulfil certain necessary func¬ 
tions, so necessary, indeed, that iqany 
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competent thinkers consider them essen¬ 
tial to the working of representative 
government. They enable men and wo¬ 
men who think alike on public questions 
to unite in support of a common body 
of principles and policies and to work 
together to see that those principles and 
policies are adopted by the government 
of the day. In the mass and without 
organisation, the people can neither 
formulate principles nor agree on policy. 
Parties make articulate the inarticulate 
desires of the masses. Out of the 
innumerable problems which call for 
solution in a state, they select those 
which are the more urgent, study them, 
think out solutions and present them 
to the people. They act, in Lowell’s 
phrase, as the brokers of ideas. They 
preserve a sense of community in public 
policy. They organize and educate 
the electorate, and help to carry on 
elections. They dramatize politics and 
keep the nation politically alive. They 
sometimes help to discover ability al¬ 
though only as part compensation for 
the repression of other abilities. Under 
a two-party system, moreover, they 
help to maintain a keen and responsible 
opposition which puts the government 
on its mettle, and induces in it the 
strength and confidence necessary to 
enable it to plan long-term policies. 

Party System 

This is what may be called the theory 
of the party system; the question for 
our discussion is how far our parties ful¬ 
fil their functions? It is true that, as 
successive reports of the Election Com¬ 
mission have pointed out, parties have 
done real service in the political educa¬ 
tion of the electorate. 

But any observer of the contemporary 
political scene can see that two evils 
have crept in our party system which 
must be cured as soon as possible if 
the political health of the nation is to 
be restored. 

The first is the multiplicity of parties. 
The Election Commission has listed 
the names of 23 parties, seven of them 
as multi-state parties [the Congress, the 
Swatantra, the Jana Sangh, the SSP, 
the Communist Party of India, the CPI 
(Marxist) and the PSP] and in addition 
16 parties such as the DMK in Tamil 
Nadu and the Kerala Congress in Kerala 
and the Bangla Congress in West Bengal 
as single-state parties. The multiple 
party system has had a disastrous effect 
on our political system. As illustrated 
by West Bengal, Bihar, UP and now 
Punjab, it has affected the stability of 
the executive, it has encouraged de¬ 


fections. It has lowered the quality 
of public life. That the two-party sys¬ 
tem is preferable to the multiple-party 
is the proved lesson of political science. 
It gives the necessary strength and stabi¬ 
lity which enable the government to 
attempt great measures. Long-term 
planning of policy can be successfully 
attempted only by a government which 
is certain of a reasonably long period 
in office; that certainty can be provided, 
if at all, only under a dual party system. 

Disproportionate Power 

The multiple-party system not only en¬ 
feebles the executive, but gives a dis¬ 
proportionate power to self-seeking 
minorities; it turns important branches 
of legislation into class bribery and thus 
lowers the tone of public life. The dual 
party system leads further to a more 
regular, systematic, and sober critic¬ 
ism of the government than is likely un¬ 
der the group system. The object of the 
opposition being ‘to get in,’ it is the 
business of its leaders to scrutinize the 
measures of the ministry carefully 
in order to expose all their weak points. 
At the same time there are strong induce¬ 
ments for them to abstain from attack¬ 
ing measures which are wisely chosen, 
because they expect to come to power 
and the blow may recoil on themselves. 
The superiority of a two-party system 
over a multiplicity of groups is to be 
found, above all, in the fact that it pro¬ 
vides the only method by which the 
people at the electoral period can direct¬ 
ly choose their government. As 
Laskisays: 

It enables that government to drive 
its policy to the statute-book. It 
makes known and intelligible the 
results of its failure. It brings an al¬ 
ternative government into immediate 
being. The group-system always 
means that no government can 
be formed until after the people have 
chosen the legislative assembly * 

The sooner our political leaders act 
on the lesson of history, the better for 
the nation. A reading of the program¬ 
mes of the political parties, as put 
out by them at election times, also 
suggests that, barring the communist 
parties, the differences between them 
are not so great as to justify the exis¬ 
tence of more than two or three parties; 
those who ate for a radical social 
change, those who are for a less radical 
social change and those who are for a 
middle of the road policy. 

The second evil is in part a conse- 
* Laski, A Grammar of Politics, p. 314 
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Round the dock, scores of trains 
steam off to different destinations 
carrying millions of people. Some¬ 
where, in the corner of a compart¬ 
ment, SOMEONE carries prohibited 
items such as petrol and oil tins or 
throws carelessly a lighted cigarette 
stub or burning match stick or lights 
a stove, starting a blazing fire which 
causes panic, misery, loss of life 
and hardship to many and loss of 
property. 

Do not carry dangerous goods 
with you in the compartment. 

If someone violates the rules, report it to the railway staff. 

NORTHERN RAILWAY 
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quence of the multiplicity of parties: 
few parties are able to secure a majority 
of votes at the polls. As the average 
number of candidates at a contested 
election in 1967 was 4.8, the votes were 
divided. Even the Indian National 
Congress which secured 383 out of 520 
parliamentary seats polled only 40.73 
per cent of the votes. 

Why then, if common sense and poli¬ 
tical experience dictate the reduction 
of the number of parties, do such a large 
number of parties continue? Two 
reasons suggest themselves. First, and 
the more important is that our parties 
are in effect factions not political 
parties. In his noughts on the Cause 
of the Present Discontents, Edmund 
Burke defines party as a body of men 
united, for promoting, by their joint 
endeavours, the national interests upon 
some particular principle in which they 
are all agreed. A faction, on the other 
hand, aims at securing personal and sec¬ 
tional benefits rather [than at carrying 
out a programme of public policy. 
How else, for instance, can one 
explain the recent large expansion in 
the number of ministers in UP 


by Chief Minister Outran Singh? 

The second reason is that the multi¬ 
plicity of parties is a reflection of the 
social and political environment in 
India which has several sectional and 
regional interests. This, of corn re, 
is a factor which has to be 
taken into consideration, and only 
the success of our efforts at national 
integration can mitigate the political 
evils of this social factor. It is some¬ 
times contended that the multiple- 
party system reflects perhaps more 
accurately than the two-party system 
the way in which the popular mind is 
divided. There is something in this 
argument, but let me say that demo¬ 
cracy demands not only the expression 
of popular will but effective government, 
and from this point of view, there is no 
doubt that, especially in a developing 
country with numerous problems to 
solve, the consideration of providing the 
conditions for a stable and effective 
government is more important than a 
more accurate reflection of popular will. 

The final question to be asked is can 
anything be done to limit the number of 
parties? Primarily the necessary action 


has to be taken by the electorate and 
the political leaders. The former can re¬ 
fuse to vote for minor parties realizing 
the utter futility of tMflr vote for such 
parties. The latter sbbuld cpnfer and 
decide on appropriate nwggehju They 
should realize that partiestii wrective- 
ly achieve their objectives only through 
capture of government, and this de¬ 
mands a party in power and a party in 
opposition. Being out of government for 
many years causes frustration. Above 
all, 1 suggest, the Election Commission 
can consider the possibility of raising 
the percentage of votes to be secured by 
a party for recognition by it. Readers 
will recall that the Election Com¬ 
mission recognises a party, i.e. it qua¬ 
lifies for a reserved election symbol, 
if a party's candidates have secured 
not less than four per cent of the 
total votes cast in a state or union 
territory at the parliamentary elections 
or at the assembly elections. In the 
interest of the reduction of parties 
I don’t see any reason why the percen¬ 
tage of votes necessary for such recog¬ 
nition cannot be raised, progressively, 
to six, seven or even eight. The sugges¬ 
tion is, at any rate, worthy of exploration. 
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The economy today exhibits mixed 
trends. Production has increased but 
prices arc rising. There is demand for 
industrial goods, and even so, hardly 
any expansion of capacity is taking 
place. While imports have declined 
substantially, exports have not picked 
up. Unemployment is posing a threat. 

Obviously there is something wrong 
somehwere. This is why the growth of 
the economy comes up against difficul¬ 
ties and makes it subject to contradic¬ 
tions. Progress is chequered. Stop-go 
movement brings down the overall 
growth potential and the total results 
get attenuated. It is, therefore, impera¬ 
tive that the problems are examined, 
identified and resolved. 

In 1969-70, food production reached a 
new high. Output of foodgrains was 
over 100 million tonnes as compared to 
the earlier peak of 96 million tonnes in 
1967-68 and the low depression output 
of 72 million tonnes in 1965-66. The 
question is whether the rate of* growth 
will sustain. 

Patchy Improvement 

The increase in agricultural produc¬ 
tion cannot be taken for granted. The 
improvement in productivity has been 
patchy and it would be too much to 
expect that no further deliberate effort 
is necessary to ensure steady improve¬ 
ment. At the meeting of the state agri¬ 
culture ministers held in July 1970, it 
was pointed out that the proliferation of 
the new farm techniques was not as fast 
as was anticipated. The consumption 
of fertilisers in 1969-70 had increased 
by only 14 per cent against the targeted 
25 per cent. The growth of irrigation 
potential was inadequate and would 
check the possibilities of multiple crop¬ 
ping in large areas. The new high yield¬ 
ing varieties were particularly suscepti¬ 
ble to diseases and pests. The green 
revolution has administrative, technical 
and financial limitations which have to 
be adequately overcome before pro¬ 
gress can be put on a permanent basis. 

The major issues in agricultural pro¬ 
duction arc two : 

(a) How to enable the small farmer 
take advantage of the new agricultural 
techniques which are inevitably more 
capital intensive? 

(b) How to reduce the imbalance bet¬ 
ween food crops and casli crops? 

The new farm techniques have be¬ 
come acceptable but are economically 
beyond the reach of small peasants. 
This has increased the social hiatus 


between the more well-to-do and the 
less well-to-do classes in rural areas. 
Although there are package program¬ 
mes which are expected to help small 
peasants, the facilities at present avail¬ 
able are extremely limited. Co-opera- 
rative banks have not been able to meet 
even a part of the challenge. These 
institutions could be better organised. 
They have also been effectively supple¬ 
mented by commercial banks which 
have gone into the rural sector on a 
more solid basis. If the government suc¬ 
ceeds in introducing a crop insurance 
scheme or credit insurance scheme the 
benefit of new technology can be more 
widely distributed. 

Bottlenecks to Production 

The second factor which I have men¬ 
tioned above has already created bottle¬ 
necks which have not onlv impeded 
industrial production but also have 
caused a pressure on prices. The output 
of some of the major crops like cotton, 
jute and oilseeds has been almost static 
in the last three years. This made it 
impossible for industrial output to 
increase commensurately with demand. 
There was a rise in the price of industrial 
raw materials by about 9 per cent in the 
last 12 months. This rise was particu¬ 
larly pronounced in the case of cotton 
(13 per cent) and groundnuts (11 per 
cent). Since nearly 40 per cent of the 
industry depends directly on these in¬ 
puts, it would not be possible to achieve 
a high rate of growth — the fourth Plan 
postulates annual growth rate of about 
10 per cent — unless there is adequate 
increase in cash crop production. The 
preoccupation with food production 
since the drought of 1967 had eclipsed 
the importance of cash crops in the 
national economy. With the improve¬ 
ment in the food situation the lacuna 
has become only too obvious. 

Industrial production increased at the 
rate of only about 7 per cent in 1969-70. 
Out of 200 engineering items (for which 
figures are recorded) in respect of as 
many as 80 items production had either 
remained static or showed a decline. 
Apart from engineering industries, 
several non-engineering industries like 
textiles, jute and tobacco were equally 
depressed. A survey made by the Re¬ 
serve Bank of India also brought out 
very clearly that the majority of the 
units had not expanded capacity in 
the last 12 months; neither did they plan 
to expand capacity in the next 12. These 
trends are not due to any lack of de¬ 
mand for the final product. The income 
inflation in rural areas has created suffi¬ 


cient demand for industrial goods. But 
industry is not able to produce ade¬ 
quately because of extraneous limita¬ 
tions. 

In many sections, industry is not 
able to m produce full capacity output. 
This is partly due to the shortage 
of raw materials and partly due to la¬ 
bour troubles, shortage of power, de¬ 
lays in getting government approval and 
sanction for imports, etc. The rate of 
growth has been particularly small in 
the case of engineering industries be¬ 
cause of the acute shortage of steel which 
has only been partly made good by im¬ 
ports. 

The expansion of capacity is subject 
to more serious limitations. Following 
the recommendations of the Dutt Com¬ 
mittee there has almost been an em¬ 
bargo on the growth of the so-called 
larger houses. Even diversification has 
been made impossible. This means that 
a considerable area of industry has been 
blocked from possible growth. Com¬ 
panies are also finding it difficult to 
raise adequate long-term capital either 
by way of equities or loans. The new 
issue market continues to be depressed 
in spite of the revival in share prices. 

Excessive Burden 

This is because corporate taxation, in¬ 
cluding surtax, places excessive burdens 
on corporate profits and pre¬ 
vents payment of dividend commensu¬ 
rate with the long-term rate of interest. 
In fact, in the past ten years the rate of 
dividend on paid-up capital has declined 
from 11.2 per cent to 9.2 per cent. On 
the other hand, the interest on deben¬ 
tures has gone up from 5.2 per cent 
to 7.2 per cent and on one-year bank 
deposits from 3.7 per cent to 5.5 per 
cent. These changes in the structure of 
rates have diverted funds from the capi¬ 
tal market to the money market. 

The depression in the capital market 
made companies take greater recourse 
to financial intermediaries like de¬ 
velopment banks and deposit banks. 
Nearly one-third of the asset formation 
of corporate sector is currently financed 
from long-term loans from institutions 
like 1DBI, 1FC, ICICI, etc. But these 
institutions have now been given an 
option to convert loans into equities 
Which has made this type of capital less 
attractive. There are also pressures on 
banks for reducing the supply of credit 
for financing working capital of com¬ 
panies. The rate of interest on such 
credit has already been put up. 

Thus capital formation in private 
sector industries has been discouraged 
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# India'* Puture and the Computer 


If you are 
one of IBM’s 
387 vendors 

You'd know how 
IBM is helping 
you to make 
the computer-age 
components. 


Many people pool their efforts to 
make IBM computers in India* 

As many as 387 bio and small 
manufacturers, spread ail over India, 
make many components ntsdsd lor 
computers and Data Processing 
machines being manufactured at 
IBM plant in Bombay. 

To enable them to make components 
which wilt measure up to 
international standards, IBM makes 
its world-wide fund of technological 
know-how and expertise available 
to them. 

Right «t their doors. 

And, that is not all. Where certain 
computer components involve 
extreme precision work, IBM also 
trains vendor personnel at its own 
plant to an international level of . 
competence* ,,jm 


These vendors, In turn, are 
employing many personnel to turn 
out the computer-age components-* 
opening new avenues ot 
employment and opportunities. 

And, IBM it always looking for mora 
vendors* For as the need for 
computers grows In India, with it win 
grow the naed for an Increasing 
number of vendors to help IBM 
build the machines-vital for the 
nation's progress. 
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and has also diminished. This means 
that industry will not be able to cope up 
with the increasing consumer demand 
for industrial goods. This will push up 
the price level and restrict new em- 
polyment opportunities. The vast back¬ 
log of unemployment has been growing 
and together with the rise in prices may 
pose a serious threat to social order. 

The imbalance in agricultural pro¬ 
duction and the limitation on industrial 
growth have been the two major 
impediments to export effort. The 
annual rate of increase which had 
reached about 13 per cent in 1968- 
69 declined to only 3 per cent in 1969-70. 
There has thus been a sharp fall in ex¬ 
port growth not only in relation to past 
performance but also in relation to the 
target of 7 per cent indicated by the 
Planning Commission. 

Exports are a key factor in national 
growth. They finance not only the im¬ 
port of critical raw materials and capi¬ 
tal goods but also repayment of foreign 
loans and interest payments. The 
Planning Commission has made self- 
reliance one of the principal elements in 
the strategy of economic development. 
In particular, this means that the re¬ 
liance on foreign aid will be reduced to 
half its present level. Export promotion 
will have to make good this deficiency. 

A sustained export effort is possible 
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only if it is based on inherently sound 
economic factors. Occasional props and 
incentives can certainly provide a shot 
in the arm. But such measures arc short¬ 
lived and cannot be a permanent basis 
of development strategy. Exports must 
be able to withstand international com¬ 
petition and, therefore, must measure up 
to the highest standards in quality and 
comparable levels in cost. This is 
possible only if Indian industry - - which 
will have to be the principal producer of 
of export goods - reaches the degree 
of efficiency achieved in other parts of 
the world. That is to say, Indian in¬ 
dustry must have the economic freedom 
to choose an optimum scale of output, 
to be located advantageously, to select 
cheap sources of raw materials, to have 
an access to financial markets and 
achieve a balanced structure of capital, 
to integrate production processes etc., 
all of which ensure high quality and 
low cost. The policy measures at 
present instituted make this hardly 
possible. 

The Indian economy, which has a 
high growth potential, is thus hand- 
'bound by restrictive policy measures 
which are not even well administered. 
Agricultural organisation is weak and 
makes it impossible to extend the new 
agricultural strategy to all crops or co¬ 
ver all peasants. The Industrial Licens¬ 
ing Policy prevents private industry 


tx 

from undertaking possible development, 
creating additional employment, achiev¬ 
ing economic scale of output for redu¬ 
cing costs which makes export effort 
possible. Our economic policy seems to 
be more inward looking rather than 
outward looking. Unless the innerent 
contradictions between the require¬ 
ments of development and the economic 
(wlicy are removed economic growth will 
he neither healthy nor speedy. 

The fourth five-year Plan postulates a 
growth rate of 5-6 per cent per year. This 
target is not very ambitious in compari¬ 
son to the rates of growth achieved in 
some countries like Japan or West 
Germany. It is not difficult for India to 
achieve these levels of efficiency and 
bring a better life to all citizens. The 
conditions necessary to achieve higher 
levels of development already exist. 
But the maximum use of these facili¬ 
ties is restrained by policy measures 
which are often based on extra-economic 
considerations. No doubt, in a democra¬ 
tic country, such as ours, it is necessary 
that the benefit of development is not 
confined to particular sectors or sec¬ 
tions of people. Development must be 
broad based. This is not necessarily 
inconsistent with fuller utilisation of the 
skills and capital of private enterprise. 
If policy is properly re-oriented, and the 
road blocks lifted, the economy wifi 
have a smooth and rapid run. 


Hindustan Insecticides 
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Thi m w industrial policy is yet another 
demonstration of the frustration of o t 
govern ment-in-a-hurry. While it still 
uses the "socialistic*’ slogan as a peg to 
hang its political objectives on, the 
government is now awkwardly obvious 
about its lack of understanding of the 
industrial problem. One wonders if the 
policy-makers really mean business. 
For, the purpose of an industrial policy 
in any economy — developing or de¬ 
veloped ~ is to boost up the total na¬ 
tional production. Policies and pro¬ 
cedures arc means to an end, and not an 
end hy themselves. But our bureaucra¬ 
tic classes seem to derive great pleasure 
in placing the cart before the horse as if 
to keep reassuring themselves that it is 
they who run the country and, as such, 
have the prerogative to do as they do. 

The Sector Theory 

Our policies and regulations are only 
creating another class-consciousness 
among the industrial community, divid¬ 
ing it into water-tight, isolated sectors, 
discriminating one against the other and 
perpetuating a constant state of con¬ 
fusion in our basic industrial objectives. 
All this, unfortunately, is done in the 
name of social reform. Misleading the 
society is not “reforming”. In fact, not 
leading the society in the right direction 
is a deliberate act to mislead. 

The real objectives of an industiial 
policy have to be based on socio-econo¬ 
mic rather than just ‘social’ considera¬ 
tions. Industrial production must in¬ 
crease progressively. And what makes 
the industry flourish is free enterprise 
with a reward for its achievements, not 
mere policies or plans, and certainly not 
the curbs on growth or size. 

In the industrial system, growth is u 
natural phenomenon which goes to 
meet the ever-increasing costs of wages 
and raw materials. It is purely an econo¬ 
mic proposition without which the in¬ 
dustry would collapse. For it is im¬ 
possible for any industry — big or small 
- to continue to give the labour its 
annual increments and the minimum 
bonus, unless it earned this additional 
expense through increased output and 
growth. 

The latest industrial policy displays 
the government’s size complex in many 
forms The theory that the new policy 
is "not industry-wise but investment- 
wise" is a lopsided approach to indust¬ 
rial development. The dividing line 
between various sectors in industry, 
according to this theory, is only the 
capital employed which, in fact, has no 
relationship with the break-even point 


that varies from industry to industry*. 
This, therefore, means that the bureau¬ 
cratic favour would remain on your 
side only as long as you made nuts and 
bolts but it will be withdrawn as you 
took up a capital-intensive industry such 
as automobiles, tractors or industrial 
machines. Who will then venture into 
vital capital projects which are the ful¬ 
crum of industrial development any¬ 
where in the world? Whose interest are 
these policies really serving? Obviously 
it is neither the industry’s nor the coun¬ 
try’s. 

Prohibition against Diversification 

Curb on diversification without 
licence, as pronounced by the new in¬ 
dustrial policy, is another unimaginative 
step and nips enterprise in the very bud. 
On the one hand the Finance Ministry 
encourages, through tax reliefs and in¬ 
centives, the setting up of research and 
development departments in industries, 
on the other the Ministry of Industrial 
Development is sitting with a whip in 
hand, ready to strike if you ever came 
up with a new product or innovation. 
What is then the purpose of research and 
development, which is a costly exercise, 
if the fruits of this labour are forbidden? 

Moreover, diversification too is purely 
an economic factor, a safety valve for 
the industries to escape to alternative 
business during recession. Every pro¬ 
duct has a life cycle and those who for¬ 
get that after great heights come great 
falls, do not remain in business for long. 
Research and development, besides its 
social objectives of offering the customer 
the best and the latest for his utility, 
convenience or hygiene, provides the 
industry with an alternative to swtich 
over to new products during re¬ 
cessionary periods as is being 
faced by the diesel engine and pump 
industry at present, or when a product 
has lived its life cycle. Instead of de¬ 
priving the industry of this lifeboat, the 
government should rather ensure that 
all new industrial projects have flexibi¬ 
lity to diversify as and when necessary. 
We all have seen many industries close 
down just because they could not diver¬ 
sify in time. Apart from what it means 
to the stockholders, of which even go¬ 
vernment institutions are also a part, it 
is a national loss to let plants close 
down in this manner. 

Unless it is clearly spelt out by the 
Ministry of Industrial Development 
that it will permit the entrepreneurs 
licences for the articles developed by 
them on their own initiative and through 
their own research efforts, there would 


soon be no research and development 
in the country. 

Axe on size, prohibition against di¬ 
versification and, now, a grand slam on 
capacity completes the morbid picture of 
industrial under-development. Our 
licensing system seems to be in a hurry 
to freeze the industrial progress at a 
stage where some of us are just beginning 
to take a turn towards mass production. 
In fact, we Jiave hardly anything near 
mass-production, when compared to 
world production standards. Yet it is 
creditable that some Indian products 
have penetrated foreign markets. Re¬ 
striction on capacities of the so-called 
“large” units — the pioneering indust¬ 
ries who braved over two difficult de¬ 
cades to reach where they are today — 
is a step which is neither democratic 
nor productivity-oriented. 

Bureaucratic Misrepresentation 

In the bureaucratic cricles, we seem 
to have many past masters in quoting 
things out of their context, especially 
when references arc made of Japan, for 
special effects in their speeches or state¬ 
ments. 

Very often wc arc asked to follow' 
Japan's example in the development of 
small scale industries. Well, it is estab¬ 
lished all over the world, including 
Japan, that small scale industries can 
best flourish as ancillaries to large in¬ 
dustries. They should be given a comple¬ 
mentary role rather than reservations or 
concessions which kill competition and, 
therefore, quality-consciousness. Even 
in Japan, where small scale industries 
constitute 99.4 per cent of all manufac¬ 
turing units, the industrial output of 
large scale units is almost 50 per cent. 
It is obvious that unless the large capital 
units grow, the small industries could 
never flourish. 

Delays and procrastination of deci¬ 
sion have become proverbial with our 
licensing system. The Foreign Invest¬ 
ment Board was set up to expedite the 
foreign collaboration agreements within 
the guidelines of investment ratios and 
royalties. But it is a pity that although 
all the concerned, ministries and de¬ 
partments are represented in the FIB, 
decisions go back and forth for years, 
on minor, sometimes meaningless, 
queries, thus throwing the production 
programmes completely out of gear. 
For instance, the Escort-Ford project 
which was accepted by FIB in principle 
as early as March 1969, is still being 
grilled on several new issues, including 
the financial institutions* designs to 
have an option clause in the loan agree¬ 
ment giving them the right to convert 
loans into equity, thus completely dis- 
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It takes 100,000 men to make 

on Escort tractor 


Only 5,000 
oi them an 
at Escorts 



And the rest? 

They are part of a thousand odd companies spread all 
over India that supply most ot the components of ESCORT 
tractors (each has about 4,200 individual parts!) So 
that's how many people outside Escorts contribute to its 
operations, And they are mostly small-scale manu¬ 
facturers. 

Escorts gives them technical, sometimes even financial, 
assistance. They in turn supply high qualify components, 
made to international standards given them by Escorts. 

They become highly skilled specialists-cven export thelf 
products back to countries that once exported to India. 

This is the kind of interdependence that liar* helped 
Escorts nearly double its tractor production every year. 
And this year, we celebrate the silver jubilee of thta 
Interdependence. 

We believe, this is the suUUwco of real industrial 
development. 


Interdependence <— 
for 25 years, 
the Escorts concept 
for growth 
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...IN PLENTY ...IN SCARCITY 


In times of plenty the grower need no longer 
be afraid of producing more and more... 
Food Corporation provides him a ready 
market for his surplus ... right through 'ho 
year and at fair price too. 

In times of scarcity the consumer need :.o 
longer be afraid of soaring prices and >1 
shortages ... Food Corporation ensures i 



steady supply at a reasonable price. ” 
Planned procurement, storage, movement, 
distribution and building up a reserve of 
foodgrains helps in the battle against 
hoarding and profiteering. 

To serve the farmer and the consumer 
through these operations at all times is our 
business and privilege. 


FOOD CORPORATION OF INDIA 


»tq 
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rupting the fundamental feature of the 
collaboration ratio of 60: 40. Imple* 
mentation of the rules and regulations 
is more in “letter’ rather than in 
“spirit”, and generally slow. These de¬ 
lays sometimes get so frustrating that 
the foreign collaborators often want to 
withdraw in midstream and a good pro¬ 
ject may not see the light of the day. 
Even if an honest, objective government 
officer takes some initiative in settling a 
straight-forward case promptly, he is 
suspected of “favour” and of being 
“involved” with the entrepreneur. 

In the endless chain of checks and 
controls around the private industry’s 
neck, there are some spiked links too: 

Referring particularly to the products 
under the price control purview, the go¬ 
vernment formula for price fixation 
allows a maximum return of 12 per cent 
on fixed assets plus working capital. 
The more fixed assets one had — whe¬ 
ther or not utilised — the better the re¬ 
turn allowed. In other words, the 
government costing formula gives one a 
r remium on inefficiency. And industry 
which tries to help the ancillary units 
by purchasing components from them 
and assembling these components into 
a finished product would always stand 
at a disadvantage under this costing 
formula, compared to another unit 
which manufactures all these compo¬ 
nents itself as the latter would get a 
higher return in view of higher volume 
of fixed assets involved. 

What is even more anomalous is 


that there is no price control for the 
ancillary industry' arid the prices of 
ancillary components do keep rising. 
Therefore, the capital goods industry 
is tragically caught between the upward 
thrust of ancillary prices from below 
and the stress of fixed ceiling on the :ale 
prices of the end products from above. 
Such a costing formula is a sudden de¬ 
parture in practice from what the 
government tries to preach in the matter 
of helping the small scale industry. 
Where is the incentive to buy outside? 
The “large” industries arc being forced 
by this formula to make, for sheer sur¬ 
vival, as many components as they can 
themselves. The costing formula is 
neither helping the small scale industry, 
nor the capital goods industry. It is 
another theoretical bug of the policy¬ 
maker. 

Crippling Taxation 

The current taxation, which includes 
a very high rate of wealth tax and, now 
also an additional urban property tax, 
gives a lease of 5 to 10 years to anyone 
of the “large” groups to come down to 
the level of the units with assets below 
Rs 5 lakhs. There is a ceiling on total 
income and, beyond a certain degree of 
growth, there is no incentive for in¬ 
dustry to perform better. There are 
hardly any monetary incentives left for 
the so-called big industrialists, and the 
capable directors and managers in the 
corporate sector, except a sense of na¬ 
tional obligation, to work more. The 


much-publicised “fear” that private see* 
tor can exploit is a myth. For, in the 
present corporate system, no individual 
or a group of individuals can take away 
any profits without paying a good share 
of taxes. 

The slogan against “concentration of 
economic power*' lias been over-played 
to the extent of making the successful 
private ventures look like social pests 
rather than national assets. The “large” 
industrial groups (with capital involve¬ 
ment of Rs 20 erores and above), 
often branded as the “dirty thirty”, 
are the pioneers of Indian industry. 
It is these groups who have fought for 
the country a more difficult battle for 
economic freedom than the politicians’ 
struggle for the political freedom. The 
only difference is that they never sought 
elections to Parliament, nor indulged in 
slogan-mongering. If the government 
cannot make these pioneering leaders 
of industry “Bharat Ratnas” for their 
contribution tn the country’s economy, 
in terms of employment for millions, 
valuable research for new products and 
services, and enormous tax contribution 
towards national exchequer, let them, 
at least, not be called “black sheep”. 
None of our “large” houses is large 
enough by world standards, not even 
anywhere close to the large units in 
Japan. Then what is really ailing us? 
Is our bureaucracy success-shy? Or is 
it a lack of perspective in the policy¬ 
makers’eye ? Both arc dangerous symp¬ 
toms for free enterprise. 
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New Dimensions of Tourism 


Man’s kxpj oration into space and 
the recent landing of American 
astronauts on the moon adds a new 
dimension to toursm. Tourism will 
now become a still more potent force 
than it is today. Conventional bar¬ 
riers will collapse. Fantastic speeds 
in the air will result in massive move¬ 
ments of men from one continent to 
another. Interplanetary travel will 
become a distinct commercial possi¬ 
bility in the foreseeable future. New 
vistas will open up for travel and 
tourism. 

We. in the travel industry in India, 
are trying to make travel to this coun¬ 
try both pleasurable and worthwhile. 
India offers to tourists what no other 
country can or does but it seems that 
the government has not wholly ex¬ 
ploited the tremendous potentialities 
that tourism offers to the country. 

Tourist Paradise 

India, from the very dawn of his¬ 
tory, has fascinated the traveller 
from abroad. The immense age of 
her being and the overwhelming beau¬ 
ty of her flora and fauna make her a 
tourist paradise sui generis. 

Thousands of years ago travellers 
from distant parts of the world ha¬ 
zarded long and arduous journeys 
and came to this country. India’s 
civilization going back to dateless 
millennia, her monuments and her 
sky-high temples attracted the travel¬ 
ler from the very dawn of history. 

Travel-conscious men and w'omen 
throughout the world are hungering 
for information about India. We 
must not only feed them with infor¬ 
mation and promote India but also 
equip ourselves with the necessary 
infrastructure to meet the demands 
of the modern tourist who is very 
sophisticated and discriminating. 

For a country such as India, tourist 
arrivals are doubly important. With 
our limited exchange reserves it is 
absolutely necessary that we do every¬ 
thing possible, everything within our 
means, everything conceivable, to 


M. S- OBEROI, M P 

attract more and more foreign tou¬ 
rists to this country. 

Tourism— we have it on the autho¬ 
rity of an internationally-known 
institute of economic research — is 
responsible for '‘economic displace¬ 
ment” of three to five-and-a-half times 
more than the exchange figure ear¬ 
ned. Tourism is one of the biggest 
stimuli to additional employment. 
Its economic advantages apart, tou¬ 
rism has tremendous international 
significance. Every satisfied tourist 
becomes an ambassador of the good¬ 
will of this country and if that good¬ 
will is lacking our international image 


suffers. Tourism, therefore, has sig¬ 
nificance far beyond its own. 

The time ahead of us is a time of 
great challenges and of equally great 
opportunities. The challenges that 
technological advancements in aviation 
which “jumbo jets” and supersonic 
aircraft will create in the tourist plan 
in India are tremendous and so are 
the opportunities. The fantastic 
speeds in the air and resultant pas¬ 
senger movements will require an 
entirely new approach to the develop¬ 
ment of tourism in this country. We 
must have sufficient accommodation 
to cope with the massive movement 


INDUSTRIAL GROWTH : 1950-51—1968-69 



Industry 

Unit 

1950-51 

Compound 
annual rate 
1968-69 of growth 
(per cent) 

Finished steel 

million tonnes 

1.04 

4.7 

8.7 

Special steel 

’000 tonnes 

. . 

43 

. . 

Aluminium ingots 

-do- 

4.0 

125.3 

21.1 

Diesel engines (stationary) 

’000 Nos 

5.5 

118 

18.6 

Automobiles 

-do- 

16.5 

79.2 

9.1 

Machine-tools 

Rs mill. 

3.0 

247 

.. 

Cotton textile machinery 

-do. 

Nil 

138 

... 

Sugar machinery 

-do. 

Nil 

118 

, , 

Cement machinery 

-do. 

Nil 

81.8 

. . 

Paper and pulp machinery 

-do. 

Nil 

27 

... 

Sulphuric acid 

’000 tonnes 

101 

1038 

13,8 

Cement 

mill, tonnes 

2.7 

12.2 

8.7 

Nitrogenous fertilisers in terms 





of N) 

’000 tonnes 

9 

541.0 

25.5 

Caustic Soda 

-do-. 

12 

304.0 

19.7 

Coal 

mill, tonnes 

32.8 

71.5 

4.4 

Iron ore 

-do. 

3.0 

28.1 

13.2 

Petroleum products 

-do-. 

0.2 

15.4 

27.3 
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of passengers which high-speed and 
high capacity aircraft will create. 

A tourist explosion is likely to 
occur in the immediately foreseeable 
fpture. The tourist plan we have 
in this country is not adequate to meet 
the situation. A sea-change in the 
complexion of travel will create many 
problems for those engaged in hotel 
business in this country. 

New-generation aircraft will com¬ 
pletely revolutionize travel and it is 
anticipated that with the introduction 
of jumbo jets air fares will be reduced 
considerably. This will create a com¬ 
pletely new market and people who 
cannot afford to travel today will be 
travelling in large numbers in a few 
years from now. If India is to take 
full advantage of this tourist boom, 
we must have sufficient hotel acco¬ 
mmodation and other facilities. We 
will have to build hotels, and build 
them fast, at all our tourist centres. 

Unready for Jumbo Jets 

The jumbos will land at our princi¬ 
pal airports in the near future and 
disgorge plane-loads of passengers 
every day. Can you imagine what 
would happen if two jumbo jets, each 
carrying nearly 500 passengers, land 
at any of our major airports ? Not 
only are there not enough facilities 
at our airports for this volume of tra¬ 
ffic, even the position of hotel facili¬ 
ties would be utterly chaotic. 

Many things have been done to 
streamline the infrastructure of tourism 
in India but many things still remain 
to be done. The government has 
still to recognize the enormous prob¬ 
lems— and the challenges and oppor¬ 
tunities— that breath-taking advances 
in aviation will pose for tourism and 
the hotel industry in India. The go¬ 
vernment will have to orient itself in a 
more noticeable, more pronounced 
manner to the needs of the private 
sector hotels because hotel operation 
is essentially a private sector enter¬ 
prise. 

A mightier effort, a bigger invest¬ 
ment and a more concerted and co¬ 
ordinated' endeavour will be required 
to make tourism the type of the cata¬ 
lytic agent that it is in the economy 
of the more tourism-conscious coun¬ 
tries of the world. 


MANY OF THE FINEST 

INTERNATIONAL HOTELS IN THE WORLD 

ARE EVERY BIT AS LUXURIOUS AS OBEROI HOTELS 

SO WHAT DO WE HAVE 

THAT THEY DON’T HAVE.? 


HEART! 


Oberoi Intercontinental, 

New Delhi. 

Oberoi Maidens, 

Delhi. 

Oberoi Grand, 

Calcutta. 

Oberoi Palace, 

Srinagar. 

Oberoi Mount Everest, 

Darjeeling, 

Oberoi Palm Beach, 

Gopalpur-on-sca. 

Oberoi Cecil, 

Simla. 

Oberoi Clarkes, 

Simla. 

Oberoi Mount View, 

Chandigarh. 

Soaltee-Oberoi, 

Kathmandu (Nepal). 

Oberoi-Sheraton (under construction), 
Bombay. 

Ceylon-Oberoi (under construction), 
Colombo (Ceylon). 

Tehran-Oberoi (under construction), 
Tehran (Iran). 


OBEROI HOTELS THE HOTELS WITH HEART. 
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Social Responsibility of Indian Business 

KULDIP NARANG 

Managing Director, Narang Group of Industries 


Industry in India works under the 
(unique) experiment of a mixed econo¬ 
my. In spite of a growing tendency to 
increased control, it is essentially a bold 
experiment in combining planning with¬ 
in the framework of a democratic 
structure. Industry has emerged, over 
the last 23 years, as a strong consti¬ 
tuent of society and is therefore expected 
to make a greater contribution. The 
socio-economic structure of the country* 
is changing rapidly, and it is critical for 
industry to respond to the changing 
conditions. A new social conscience 
needs to be generated, as the alternative 
is a deep social conflict, which would 
result in radical changes in the political 
structure of the country. 

The growing network of communica¬ 
tion and literacy, most of it generated 
by the growth of industry itself, is en¬ 
larging the social and economic aspira¬ 
tions of the people. The third force, of 
an emerging enlightened public, is 
crystallising its goals. The government 
and industry must find identification 
with these goals and prevent the growth 
of widespread dissatisfaction. 

Immediate Problem 

The immediate problem is the lack 
of communication between the govern¬ 
ment and industry. The situation exists 
as a hangover of foreign rule. Industry 
and government are integral parts of 
society and must accept the challenge 
of demonstrating to the people that the 
system of mixed economy can meet their 
aspirations. 

The problem of unemployment is 
becoming acute. The industrial structure 
of the country must fulfil economic ob¬ 
jectives and meet the demand of creating 
more employment. The urge to ape the 
west in production techiniques has to 
be balanced m this context. The factors 
leading to mass production in the west 
do not exist in India, and will not in 
the foreseeable future. There is also the 
acute problem of unemployment of the 
educated and qualified. There is a sub¬ 
stantial amount of brain drain from the 
country and conditions must be created 


to fully utilize these qualified people. 

There is conspicious disparity in the 
industrial growth of the country. A 
large part of the country remains un¬ 
developed. It is necessary for industry 
to realise that it cannot continue to ig¬ 
nore these areas. The problem is chal¬ 
lenging. 

A Compromise Needed 

Industry has to reach a compromise 
between the economic necessities of 
increased productivity and fulfilling 
the social objectives of the country. 
Industry is basically started for profit by 
the owner. It is generally found that 
the union of ownership and control 
leads to a higher propensity of mone- 
mry profits. In the private sector, in¬ 
dustry must ensure an adequate return 
to the shareholders. It cannot, now, 
however, aflbrd to ignore the satisfaction 
of the consumer and the community at 
large. The principle of ‘adequate re¬ 
turn' in the country must be calculated 
after providing for social costs. The 
concept of social costs in industry has 
now been given wide recognition all 
over the world. A substantial propor¬ 
tion of social costs of industry can be 
achieved by greater efficiency and higher, 
productivity. 

A large sector of the Indian popula¬ 
tion is now directly dependent upon 
industry. The social norms of providing 
adequate housing, medical facilities 
and education, are now recognised and 
accepted as an integral part of the total 
costs. No amount of technological 
progress can guarantee the success of 
industry. The success of industry is 
very largely conditioned by the satis¬ 
fied worker, who has a sense of partici¬ 
pation in the objectives of the company, 
adequate job security, and feels identi¬ 
fied with the industry. 

Rising prices seem to be 4 the greatest 
threat to the increase jin the standard 
of living. In the market situation of our 
country, with pereitnjai shortages in 
many products, industry must pass on 
the benefit of low costs to the consumer. 


The natural tendency of industries to 
move into areas of high profits some¬ 
times results in wasteful competition 
and deployment of scarce resources in 
low priority areas. Here the govern¬ 
ment and industry must co-operate ip 
fulfilling the planned objectives of the 
country. 

Industry in India is perhaps about the 
largest employer of qualified personnel. 
The largest nijtaiber of university stu¬ 
dents and freshmen join industry. This 
is, therefore, an important body of the 
educated public, backed by qualification 
and expertise. Unfortunately, the at¬ 
mosphere in the country has been condi¬ 
tioned by the system of working in 
western democracies. It has now come 
to be accepted that industry plays its 
role behind the scenes, exerting various 
kinds of influences to achieve its ends. 

Western democracies may be able to 
sustain a relationship of this kind due to 
widespread affluence. In India, where a 
large part of the population lives below 
subsistence, and the vital problem is of 
economic survival, it is critical for in¬ 
dustries to come out in the open and 
provide the benefit of its expertise to 
the government. 

Inherent Isolation 

On the other hand, the government 
itself has followed the British pattern 
of administration and has developed a 
working pattern which tends to isolate 
it from other constituents of our count¬ 
ry. Japan, which has followed western 
economic development and produced 
the most affluent society in Asia, has 
created a unique atmosphere of co-ope¬ 
ration between the government and in¬ 
dustry. The problem is even more vital 
for this country, which has to stretch 
its limited resources to deal with the 
acute problem of poverty. This can 
only emerge successfully if all resources 
are directed towards fighting this prob¬ 
lem. 

The government has shown a ten¬ 
dency of relying excessively on statutory 
controls. Industry has shown an email 
tendency to be sluggish in responding 
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teach them tosave 
to build for the future! 

Today they have no cares. But what about tomorrow^ 

Teach them to look ahead. To save for (he future. 

To save the with the State Bank ." 

State Bank for Service 
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They saved the anaent 
banyan tree and now their 
daring knows no bounds ( 

‘Let it stand,' someone said of the banyan tree 
as the site was being cleared for the ^JgrfrVf. 

Hindustan Lever Research Centre, at Andhcri. kSrft 

So the tree still stands—and it stands for quite a lot. For one ^ 
thing, the tree signifies that we can’t easily get away from what is 
home grown. Appropriately, therefore, the Centre will tackle problems 
rooted in India - the kind that can only be solved here! 

Can we discover and exploit hitherto unused local sources of oil, thus 
cutting imports and saving foreign exchange? Can we develop milk 
foods that are ideally suited to Indian needs? How can we improve 
the nutritive value of protein-poor foods? Can wc develop 
processes for the preservation of Indian type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andhcri. The sweep and 
thrust of the studies are daring. The scientists are producing new 
devices for old, making traditional things happen in new way*. 

They have, of course, left the banyan tree alone to grow hr ML 

Hindustan Lever 
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to social conditions. The relationship 
between government and industry has 
somehow become a vicious cricle. Statu¬ 
tory controls are introduced and a new 
venue of breaking them inevitably 
1* wo “W be much healthier 
and definitely more conducive to econo¬ 
mic growth if the foundations of close 
co-operation between industry and go¬ 
vernment were established. * 

The nature of technology has changed 
considerably and it is now the largest 
determinant of productivity. Our 
country is regarded as underdeveloped 
only by its lower level of technology. 
Conditions must be created by both 
government and industry, which will 
promote the growth of technology 
within the country. We must 

not make the error of finding 

ourselves even more backward as com- 
pared to the rest of the world in the 
2Jst century. We are the only country 
outside Europe which has an abundance 
of qualified people, capable of under¬ 
taking modern technological growth. 

Lacking Infrastructure 

The patterns of need in the economy 
are not such where it is necessary to 
spend large amounts on basic research 
and development which enable the de¬ 
veloped countries to launch satellites 
and finance trips to the moon. At this 
stage of our economic development 
we have to ensure that our basic indust¬ 
ries do not, over a period of time be¬ 
come obsolete and that we build up an 
indigenous programme of research and 
development which undertakes, bv 
improving technology, to arrive at in¬ 
creased productivity. A substantial 
amount of expenditure by foreign count¬ 
ries m research and development is nega¬ 
tive, to the extent that it is direct to- 
wards armaments. The battle of our 
country is not for military domination 
but for economic prosperity. 

The Indian economy has undertaken 
a complex and bold experiment of 
combining central planning through a 
controlled system, with the dynamism 
and initiative of a progressive entre¬ 
preneurial class under a democratic 
structure. Hie economy itself reflects 
our neutral position in the arena of 
world politics. It is an experiment which 
our planners rightly regarded as being 
the quickest way of satisfying the econo¬ 
mic and social ideals of the commu¬ 
nity. The concept of mixed economy 
at this stage of our industrial growth 
needs added support. It is true that it 
has not produced the most satisfactory 
result in the last 23 years of indepen¬ 
dence. However, the conditions have 
substantially changed in an directions 
today. The private sector is very much 
mote aware of its social responsibilities. 
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WHiTHf-R Indian industry? in the Lst 
two decades or so of planning, no doubt 
impressive headway has been made. 
Industrial production is up by nearly 
3^0 per cent. Today, the share of in¬ 
dustry in our national income is as 
high as 16 per cent. The corresponding 
figure for 1050-51 was five per cent only. 
Qualitatively also significant improve¬ 
ments have been made. A number of 
new industries have appeared on the 
scene. Steel mills have been set up; 
so also machinery making units, chemi¬ 
cal and fertiliser plants, a variety of 
engineering units, etc. As a result, in¬ 
dustrial structure has changed both in 
depth and dimensions. This is all to the 
good. Hut this merely forms the back- 
drop to things as they arc, or as they 
may shape. 

As of today, there are phis as well as 
well as minus factors. Industrial pro¬ 
duction has gone up during the last year 
by about seven per cent. Though this is 
well below the Plan target, it marks a 
turn away from the gloomy days of 
recession. Other economic indicators 
are also positive: agricultural production 
has reached new heights, the balance 
of trade deficit is much smaller and 
the demand for industrial and other 
goods is increasing. And yet, something 
seems to be wrong somewhere. The 
new issue market is as dull as ever. There 
is neither Fresh investment activity nor 
any plans of expansion. Apparently, 
we have hit a phase in our industrial 
development where investors prefer 
to wait and watch rather than take a 
bold step forward. Why is it so? 

The Stumbling Block 

Speaking for myself, I can claim to 
know what is wrong with the engineering 
industry. Apart from policy predilec¬ 
tions, which i will touch later, the main 
stumbling block in our way is the in¬ 
sufficiency of steel supply. 1 can under¬ 
stand imbalances in any one or more 
sectors of the economy, provided they 
arc temporary. Otherwise, planning 
makes little sense. Unhesitatingly I can 
say that our steel planning has been 
faulty from the very beginning. We 
started far too late. The new plants 
took much longer time than was antici¬ 
pated to come into being. What is worse, 
Hindustan Steel Limited, right from 
its very inception, developed some uni¬ 
que propensity for haphazard opera¬ 
tions. Rourkela continued to be a 
sick child for a number of years and now 
Durgapur had beaten all records in 
inefficient operation. Its monthly pro¬ 
duction reports are an eloquent testi- 


Industrial Horizons 

RAUNAQ SINGH 

Managing Director, Bharat Steel Tubes Ltd 

mony to how a plant should not be 
managed. I am aware how too much 
politics and loo little of work has been 
the bane of Durgapur but what I have 
failed to fathom is how long we can 
allow things to drift. If a surgical 
operation is called for at any level, the 
earlier it is performed the better. No¬ 
body in this country, howsoever vocal 
or articulate, should be allowed to tam¬ 
per with the major means of produc¬ 
tion. Besides, the expansion programmes 
of the steel industry have not taken off 
the round. Of late we have been hearing 
of additional plants but when they wifi 
really materialise is a moot question. 
Even Bokaro is very much behind sche¬ 
dule. 

Dismal Picture 

Be that as it may, the entire engineer¬ 
ing industry today is geared to raising 
the level of production. But the supply 
side of the picture continues to grow 
more dismal every day. As a result, 
not only domestic demand may remain 
unsatisfied, but even the foreign mar¬ 
kets, nurtured and nourished over a long 
time, may be lost. The only short-term 
remedy lies in steel imports. Something 
lias been done in that behalf. However, 
it has proved far from adequate. The 
implications of the new export policy 
resolution, which seems to have many 
positive features, are yet to fully unfold. 

In any case a realistic judgement can 
be made not in terms of intentions but 
only in terms of steps taken for imple¬ 
mentation. Let us see how things shape. 

I would, however, like to stress that we 
should not fight shy of imports, parti¬ 
cularly when they help boost our ex¬ 
ports. The import of steel is one such 
case. 

Now, 1 may turn to the sphere of 
policy, which 1 think is predominantly 
responsible for the hesitancy in the 
investment field. Let roe, however, pre¬ 
face my remarks by saying that Indian 
business has never questioned the basic 
concept of planning. On the other hand, 
it in fact accepted from the very be¬ 
ginning that in a country like ours, the 
forces of growth could be speeded up 
only by conscious and deliberate effort. 
Nor has the question of “free enterprise” 
versus "government planning” ever 
arisen. That debate is as dead as dodo. 

So, why the present phase? Why all 
these, so to say, gropings in the dark by 
Indian industry. I do not claim to know 
all the answers, but some are quite evi¬ 
dent. 

Following the Dutt Committee re¬ 
port a number of policy decisions have 


been taken which have befogged the in¬ 
dustrial climate. The earlier trend to¬ 
wards liberalisation of industrial licens¬ 
ing which was set in motion by no less 
an authority than the Planning Com¬ 
mission itself seems to have taken a right 
about turn. Of course, the exemption 
limit in respect of industrial licensing has 
been raised from Rs. 25 lakhs to Rs 1 
crore. But it is hedged with so many 
ifs and huts that very few people know 
where they stand. For example 41 deli- 
censed industries have once again been 
brought under the ambit of licensing. 

Also, a licence will still be required in 
some cases for starting new industries 
even up to Rs 1 crore. Simultaneously, 
existing undertakings with assets of 
more than Rs 5 crores are required to 
take a licence for expansion even though 
it involves an investment of less than 
Rs 1 crore. A Rs 5-crore company is 
really small compared to gaints else¬ 
where in the world. If we have to com¬ 
pete in international markets, our in¬ 
dustries will have necessarily to attain 
commensurate sizes. Besides this and 
other question marks, there is also a 
proposal that such financial institutions 
as the IDBI, the 1FC and the ICICI will 
soon acquire the right to convert loans 
into equity at their option. Nobody 
seems to have bothered to think that 
there is a functional difference between 
loans and equities. And any sudden shift 
from the one to the other can upset the 
capital structure, resulting in uncertainty 
in management, reduction of profita¬ 
bility and blocking of investible funds. 
Shareholders will naturally be reluctant 
to subscribe to issues because of the 
impending danger of fall in capital 
values if the financial institutions exer¬ 
cise their option. 

Monopolies Act 

In the galaxy of new features which 
have cropped up of late, mention needs 
be made of Monopolies and Restrictive 
Trade Practices Act, 1969. Nobody likes 
monopoly or monopolistic practice. 
My submission, however, is that mono-* 
poly has to be defined in economic terms. 
A monopolist, according to well recog¬ 
nised principles, is one who by himsdf 
or in combination with others can rig 
up prices. However, the criteria app¬ 
lied by the government are entirely diffo* 
rent. Any company (or inter-connected 
firms) if producing more than one-third 
of the total supply of any one product, 
is deemed to be a monopoly, the term 
'inter-connected’ has been defined so 
loosely that any two or more companies 
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That’s how the 
Talcher Fertilizer Project in 
Orissa being set up by 
FCI has been hailed. 

There are plans to set up 
two more coal-based fertilizer 
plants at Ramagundam and Korba. 
Each with a capacity of 
producing 1500 tonnes of urea 
and 900 tonnes of ammonia per day, 
will be the largest coal-based 
plant in the world. 

Why fertilizer plants 
based on coal as feedstock ? 

■ To profitably utilise 

the large resources of coal 
already available in the country. 

■ To reduce drain on foreign 
exchange by cutting down imports 
of ammonia and naphtha. 

■ To ensure economies of 
large-scale production and 
reduce cost of fertilizer 
for the farmer. 


^ ••• A watershed 
in the history of 
Fertilizer 
Production 
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can be called ‘inter-connected’. In a 
developing economy where production 
of new commodities has to be taken up, 
it is inevitable that the number of pro¬ 
ducers initially is small. It is, therefore, 
apprehended that the Monopolies Act 
may come in the way of diversification 
of production. Unfortunately, mono¬ 
poly has also come to be equated with 
size, which is really a matter of techno- 
economic considerations. 

To further complicate the situation 
there is recurrent talk of nationalising 


this and that. What does that mean? 
Nationalisation may serve some purpose 
only and I repeat only when the govern¬ 
ment manages better than businessmen. 
Otherwise, nationalisation merely means 
transfer of ownership. How a step like 
that can lead to greater wealth and 
larger well-being is beyond my com¬ 
prehension. 

To sum up, Indian industry has al¬ 
ready to contend with a variety of cont¬ 
rols. All these, by and large, remain. To 
them have been added a veriegated set of 


fresh donts. Besides, new concepts such 
as ‘core', ‘joint' and ‘middle’ sector have 
been coined, which certainly do not 
make for increased enlightenment, On 
the whole, economic policies have been 
made more restrictive, complex and ne¬ 
gative in character. In such a situation, 
all one can do is to keep one’s fingers 
crossed, Indian industry has certainly 
entered a new watershed. Whether 
we will cliff-hang or gain the heights 
is the question. My only hope is 
that the present phase like all 
others will turn out to be temporary. 


Prospects in S-E Asia 


The importance of narrowing down 
the communication gap in order to 
build up India's commercial image and 
to make them aware of India’s vast 
progress and potential on the indus¬ 
trial front particularly as an exporter 
of engineering items, making avail- 
ability-cum-suitability studies of pro¬ 
ducts, commodity-wise surveys, acquir¬ 
ing knowledge of market conditions, 
exploration of opportunities for invest¬ 
ments, collaborations and joint ven¬ 
tures and the facilities provided for 
them, the methods adopted in these 
countries for promotion of exports 
particularly in salesmanship, the poli¬ 
cies and processes adopted for indus¬ 
trial growth which has led to their 
economic boom, minimal trade restric¬ 
tions due to their comfortable balance 
of payments position and the need of 
making them conscious of our capacity 
of meeting their requirements in qua¬ 
lity, price and delivery on date, were 
among the predominant impressions I 
gathered during my recent tour of some 
south-east Asian countries, particularly 
Japan, the Philippines and Hong Kong. 
Their economic progress is amazing. 
Need for more sailings of our ships to 
their ports is another necessity. 

Respect for India 

All the countries have great respect 
for the strenuous efforts that India is 
making. Our growth of trade with them 
is improving. I am sure, however, that 
the overall economic partnership would 
be even more effective if the communi¬ 
cation gap could be narrowed down. 
They are not sufficiently aware of India’s 
industries, of how much India pro¬ 
duces and has to offer. They need com- 
moditywise surveys. They are not aware 
that nearly 90 per cent of all our goods 
exported undergo pre-shipment inspec¬ 
tion regarding their quality, about 
which they are still not certain. They 
want to be sure that our prices are 
competitive and that our packaging is 
satisfactory. Accustomed to quick pro¬ 
fits, importers from these countries want 
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prompt delivery of indented goods. 
They also expect a two-way traffic. 
However, there is also a deliberate 
effort in all these countries to increase 
their exports and to keep their im¬ 
ports to the minimum. 

I think India would be able to sell 
more to these countires particularly in 
non-traditionals, if we can give them 
the satisfaction of buying a little more 
from them. 

In addition to trade, investment 
opportunities are also ample inclusive 
of collaborations and joint ventures. 

Helping Factors 

A constant flow of delegations, to and 
fro visits of knowledgeable people and 
personages, dissemination of news 
and bulletins, constant contacts with 
chambers of commerce and other com¬ 
mercial and economic organizations 
would help a great deal in creating con¬ 
fidence about the stability of our eco¬ 
nomy. 

The annual foreign ministries con¬ 
sultative meetings in Japan are having a 
good effect. In September, high level 
trade talks with our leaders of industry 
is to be held in Tokyo. But continuous 
discussions and decisions at lower levels 
as follow-up are also vital. In addition, 
exporters themselves must pay visits to 
these countries for sufficiently long pe¬ 
riods, canvass potential agents thorough¬ 
ly, select the best who is prepared to 
handle the line and work out with him 
effective plan of sales development 
channels of distribution. 

I occasionally came across unneces¬ 
sary doubts being raised about the 
stability of our economy due to the 
political developments in our country, 
but they ultimately understood on being 
explained that the policy of democratic 
socialism had, on the contrary, helped 
to strengthen it and bring assurance 


into the minds of the masses that they 
would be adequately assisted for safe¬ 
guarding and building up their future. 
And this, the nationalised banks- 
another frequent question had already 
started doing. 

Dealing with my impressions of Japan 
first, its economy and GNP rank third 
best in the world today, next only to the 
USA and the USSR. Actually its GNP 
per square kilometre is four times that 
of the USA and twice that of France. 
It constitutes a high-density community 
unparalleled in any other country of 
the world. Its rate of growth is 13.2 
per cent. Its exports F£)B last year aggre¬ 
gated Rs 120 billion showing a rise of 
2? per cent over the preceding year. 
It accounts for over 7 per cent of total 
world exports making its the third highe¬ 
st share in the world next to the USA and 
West Germany. Its imports totalled only 
a billion dollars less. Its trade surplus, 
including invisibles, ran into many 
million dollars. Its international balance 
of payments position is 3,500 million 
dollars surplus. Its employment is cent 
per cent. In fact there is labour short¬ 
age. 

Open Secret of Success 

According to my study, the success 
of Japan’s economic growth is due to 
complete understanding between 
government, industry and banking, 
once policy decisions are taken. 
While labour demands higher 
wages, workers also ensure higher 
productivity. 

.The people’s complete integration 
(one language, one culture, one history, 
one tradition; their patriotism), disci¬ 
pline, hard work, adaptability and con¬ 
sideration coupled with shrewdness and 
thoroughness, have helped immeasur¬ 
ably towards the attainment of their 
extraordinary achievement. In the seve¬ 
ral factories of different types, the ports 
and shipyards which I visited, 1 never 
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found any worker idle or wasting a 
minute of his time. 

The capacity of the Japanese at assi¬ 
milation and quick dissemination of 
modern science and technology has 
been another great boon. College gra¬ 
duates in Japan have played a major 
role in promoting technical innovations 
and economic growth. The concentration 
of the Japanese on such industry which 
has high growth rate and export poten¬ 
tial as, for example, automobiles, ferti¬ 
lisers, petrochemicals, steel, household 
appliances, optical and electronic equip¬ 
ment has been another surety for their 
success, 

Small Enterprises Predominate 

Innumerable medium and small enter¬ 
prises are now operating in Japan. 
They account for over 99 per cent of 
all manufacturers, 70 per cent of all 
employees and 51 per cent of all ship¬ 
ments. 

Japan’s big enterprises have also shown 
spectacular growth. Japan today builds 
50 per cent of all the ships in the world, 
making her the world’s biggest ship¬ 
builder and exports nearly 70 per cent of 
them. It is second and third respective¬ 
ly in manufacture of automobiles and 
production of crude oil and steel. It 
has six of the world’s 60 biggest steel 
plants. It is the leading manufacturer 
of chemicals and petrochemicals; also 
electronics and electrical goods. Of the 
200 largest industrial companies out¬ 
side USA, Japan alone has 45. Its 
production of machinery, iron and steel 
and chemicals account for two-thirds of 
its total production. By its aggressive 
salesmanship, its exports run into 120 
billion rupees. It rises by an average of 
15 to 20 per cent annually—a world 
record. Japan also imports about the 
same amount worth of goods. 

Its exports of chemicals, metal pro¬ 
ducts and machinery have increased in 
recent years from five to seven times. 
Its exports concentrate on north Ameri¬ 
ca and south-east Asia accounting for 
60 per cent of her total exports. 

What Japan Imports 

Imports into Japan from developed 
countries aggregate 60 per cent of all 
its imports while those from developing 
countries amount to 40 per cent. Japan 
imports mostly from the USA, south-east 
Asia, west Asia, followed by Australia, 
Canada, Iran, USSR, West Germany 
and the Philippines. 

Japan mostly needs and therefore 
imports raw material—mineral ore, tex¬ 
tile raw material, other raw materials— 
to the extent of 38 per cent of all her 
imports. Over 27 per cent of her imports 
comprise manufactured goods in 
machinery, chemicals and other manu¬ 
factured commodities; over 20 per cent 


EASTERN ECONOMIST 

is mineral fuel and over 14 per cent is 
foodstuffs. 

J tried to make a study of what has 
accounted for Japan’s remarkable suc¬ 
cess in export promotion. 1 found main¬ 
ly these reasons: 

(a) Aggressive salesmanship and 
capacity of penetrating each and 
every available market in the 
world. Japan has its agents all 
over the globe, both of govern¬ 
ment and of business houses who 
constantly keep in touch with 
buyers and the markets. 

ib) Competitive ability of Japanese 
products, machinery in particu¬ 
lar. This is the most important 
factor. 

(r) As a result of the enforcement 
of market adjustment measures, 
manufacturers of Japan have be¬ 
come more export minded and 
reinforced their efforts to open up 
and enlarge export markets. 

Our share of their exports is still 
comparatively small. There are now dis¬ 
tinct signs of improvement. In fact 
there was an increase by 19 per cent 
in 1969. Japan now accounts for one- 
tenth of our export trade. I consider 
that there is still further scope for this 
improvement. 

Shortage of Labour 

The booming expansion of Japanese 
economy and industry in recent years 
has caused increasing shortage of labour 
particularly in secondary industries. 
This will leave Japan in all probability 
to open her market to import of pro¬ 
cessed and semi-processed goods, sim¬ 
ple manufactures, parts and compo¬ 
nents and numerous other labour inten¬ 
sive items. 

They include carpets, umbrellas, wigs, 
stationery, brushes, leather goods, 
wooden furniture, plywood, toys, 
sports goods, radio sets and compo¬ 
nents, workshop tools, thermos, cera¬ 
mics, tiles, galvanised steel sheets, bi¬ 
cycles and parts etc. 

The time is, therefore, ripe when 
India can supply components and semi- 
processed manufactures to Japan. 
Japan’s needs of components are esti¬ 
mated to rise to $ 1000 million 
by 1974. We have a fine opportunity 
here but much will depend upon our 
capacity to supply. But we must be 
prepared to make components to their 
specifications. Studies in depth of mar¬ 
ket conditions, offering competitive pric¬ 
es, satisfying them about quality checks, 
will yield good results. In view of the 
complementary nature of our two eco¬ 
nomies and the vast untapped natural 
and manpower resources in India, there 
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is considerable future for colateral 
development to the mutual benefit of 
both the countries. 

Even today India is the single biggest 
supplier of several commodities to 
Japan, particularly iron ore, manganese 
ore, semi-tanned leather, mica, cashew 
kernels, sandal wood and so on. We 
also have a substantial share in the 
exports to Japan of pig iron, steel, 
scrap, raw cotton, coal, tobacco leaves, 
crude salt, oil cakes, chromium ore, 
spices, shrimps, etc. 

The Indian population in Japan, 
about 2,000, mostly concentrated in the 
Osaka-Kobe area and some also in the 
Tokyo-Yokohama area, are in trade 
largely with other countries. In Osaka, 
they have a fairly lively chamber of 
commerce which is prepared to pull its 
weight for more trade with India. 

Booming Economy of Hong Kong 

Coming now to Hong Kong, the tiny 
gem of the east, it is another booming 
economy with a population of only 
four million of whom 98 per cent are 
Chinese, its prosperity is to be seen to 
be believed. Without any natural re¬ 
sources, Hong Kong is dependent 
mostly on imported raw material for 
its industry. It is today one of the most 
flourishing countries in the world. 

At one time the bastion of entrepot 
trade, it has today concurrently deve¬ 
loped into a country with processing 
finesse and its industries have grown 
almost overnight. Between the intrepot 
trade and the manufactured commodi¬ 
ties of their numerous industries, the 
colony’s export trade is even bigger 
than that of our country'. 

Its heavy industries include medium 
size ship-building, repairing, iron foun¬ 
dries, rolling mills, while light indus¬ 
tries include textiles (which is the big¬ 
gest industry of Hong Kong today), 
electronics, garment-making, knit-wear, 
footwear, plastic wear, wigs and toys. 
Its economy mainly depends upon the 
export and import business. Ninety 
per cent of all that it manufactures is 
exported all round the globe. 

Hong Kong entered the 1970 with a 
bang i that is, with a record trade 
in 1969. Its domestic exports for 1969 
totalled S 1,750 million showing 
an increase of 25 per cent over 1968. 
In addition there were re-exports which' 
totalled another nearly $ 500 million. 
Its imports at 8 2,500 million also 
showed an increase of 20 per cent over 
1968. 

The growth of industry in Hong 
Kong owes a great deal (o the very low 
cost of production. 

In Hong Kong, there are no import- 
export or excise duties. An enterprise 
can import raw material and machinery 
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two more additions 
to NDUMNL’s aviation family 


Indlanoll, India's largest public sector oil com¬ 
pany, operates more than 65 refuelling stations 
and supplies over 70% of the country’s total 
aviation fuel requirements. Reputed interna¬ 
tional airlines including Aeroflot • Air-lndia • 
Ariana Afghan • Ethiopian • Indian Airlines • 
[Iran Air • Iraqi • JAL • KLM • Lufthansa • 


M.S.A. • Qantas • Sabena . SAS • Saudi 
Arabian • Syrian Arab • Thai International *j 
U.B.A. and...QfiH Air France and Pan Am.,, 
use Indianoil's expert refuelling services. 

A team of technicians help deliver aviation fual 
Into the aircraft only after carrying out rigorous' 
Quality control tests. 



-a National Trust for Economic Prosperity 

HUNAN OIL CORPORATION UNITED 
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from any part of the world without any 
difficulty. The licensing formalities are 
minimum. Hie licences are issued with¬ 
in a matter of hours without any fee 
being charged. There is also no general 
tariff and most of the goods are free of 
duty. 

Hong Kong has all the advantages 
of a free port. Perhaps our Nicobar 
and Andaman Islands could present 
similar opportunities and may be the 
Hong Kong of the future, who knows! 
In its beautiful harbour, vessels come 
from all over the world. Eighty vessels 
come in and go out daily. Handling and 
shipping are very speedy processes. 

The freedom of currency transaction 
is an essential component of Hong 
Kong’s success as a centre of world 
trade. 

Judging, therefore, from all these 
advantages, Hong Kong can be utilised 
by India as an ideal take-off ground for 
various commodities which can be sold 
in different markets of the world via 
Hong Kong. As in the case of Japan, 
if we can meet their delivery require¬ 
ments, the scope is enormous. Most 
importers in Hong Kong look at quick 
profits and, therefore, want prompt 
deliveries of indented goods. 

Importers in Hong Kong have a 
world-wide choice to pick from. In 
view of this, the availability of credit 
greatly influences the actual selection of 
the products. Since everything is import¬ 
ed in Hong Kong, exporters from India 
should beneficially formulate short¬ 
term and long-term export plans. 

Our Exports to Hong Kong 

Today, India’s total exports to Hong 
Kong are $ 15 million or Rs 112 
million which shows an increase 
by 30 per cent over 1968. 

The imports by India from Hong 
Kong average a little more than one 
million dollars or Rs 7 million. So, in 
my talks I was constantly confronted 
with the stress they laid on the impor¬ 
tance of developing a two-way traffic. 

Today our principal exports to Hong 
Kong comprise precious and semi¬ 
precious stones, human hair (ours are 
the best in quality), marine products, 
cashew nuts, mica, silk fabrics and san¬ 
dal wood and bars and rods of steel. 

There is scope for many other com¬ 
modities to be exported. The Indian 
Institute of Foreign Trade has prepared 
a commodity-wise survey of a number of 
such new commodities. There are also 
a number of Hong Kong organizations 
such as the chambers of commerce, 
Hong Kong Trade Development Coun¬ 
cil, the Federation of Hong Kong 
Industry and Chinese Manufacturer! 9 
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Association, ready to assist in market 
surveys and in all types of enquiries 
relating to business and delivery of 
products. 

It would be of great advantage if 
Indian exporters and manufacturers 
were to open their offices in Hong Kong 
in view of the entrepot character of its 
trade. 

Many Japanese, German, US, UK 
and even Chinese firms have opened their 
offices. By the way, it would be interest¬ 
ing to note that Mainland China has 
also opened huge departmental stores 
in Hong Kong selling articles at very 
cheap prices for the purpose of propa¬ 
ganda sales. 

Scope for Joint Ventures 

We have been conscious of the pro¬ 
motion of trade in Hong Kong to some 
extent. The STC is shortly to open its 
office and there may perhaps be an auto¬ 
nomous STC (east) in Hong Kong as 
N well in the near future. 

We have, however, been compara¬ 
tively oblivious of the potentialities 
which investors in Hong Kong have 
for setting up joint ventures. The trend 
of foreign investment in Hong Kong 
shows an upsurge of interest by foreign 
companies. For example, in 1969 alone, 
as many as thirteen foreign owned 
factories commenced production. Major 
attractions for joint ventures are the 
highly efficient port to which I have 
referred and equally efficient banking 
and commercial services, no controls, 
no red tape and stable currency. 

While dealing with Hong Kong, I 
cannot omit to mention the role of 
5,000 Indians who are resident in Hong 
Kong and who are engaged in trading, 
banking, insurance and even in run¬ 
ning factories. There are three Indian 
banks, two Indian insurance companies, 
one chamber of commerce and also 
some such industries as ready-made 
garments, toys, etc. 

One entrepreneur from Bombay has 
also started a branch of his pharmaceu¬ 
tical firm in Hong Kong. Hong Kong 
imported over * 40 million worth 
of pharmaceuticals in 1969, but India’s 
share was barely $ 50,000 There 
is great scope to step it up. If we can 
have more of our Indian friends over 
there to participate in the trade with 
India, with their experience of Hong 
Kong, it would be possible to do even 
better than our present performance. 

Sir Sikin Chow who was the leader of 
the Hong Kong delegation to India 
recently has been so much impressed 
by India's industrial growth and econo¬ 
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mic progress that he told me that if as 
much were known in Hong Kong as he 
had found out during his last trip to 
India, trade between our two coun¬ 
tries would go up by leaps and bounds. 


Finally coming to the Philippines, 
though it does not compare in its eco¬ 
nomy with Japan or Hong Kong, it is 
trying hard to find a place for itself 
in the economy of south-east Asia and 
considering the difficulties through which 
it has passed, it is making a commend¬ 
able effort. 

Though its economy is largely agri¬ 
cultural which sustains nearly two-thirds 
of the population and depends mainly 
on the production of copra, sugar, 
abaca, logs, pineapple, plywood and 
copper concentrates, some measure of 
industrialisation has recently begun to 
make its impact Its investments in light 
and heavy industries have been geared 
towards a well-balanced agro-indus¬ 
trial economy. But its biggest problems 
like that of several other developing 
countries is that of unfavourable 
balance of payments and foreign loan 
obligation problems. 

Conduct and Direction of Trade 

So far as trade is concerned, it is free 
from any restrictions and except for 
some privileges i^hich arc reserved 
exclusively for Filipinos and some spec¬ 
ial rights for US citizens, the rest is 
free for all. At one time, much of the 
attraction of Philippines’ trade was 
towards USA but a little over a decade 
ago, declining tariff preferences have 
changed the pattern and the vigorous 
salesmanship of Japanese entrepreneurs 
and businessmen, who have swarmed 
into the Philippines after normalisation 
was restored, has turned (he tide to¬ 
wards the growth of Japanese influence 
in commercial and industrial sectors. 


Our share of trade with the Philip¬ 
pines is about three million dollars of 
which about $2.5 million worth 
of goods are exported from India. 
Though comparatively small, India’s 
exports have been showing a rising 
trend and last year they increased by 
$ 700,000. This is due, to my 
mind, to greater consciousness in the 
Philippines about what India has to 
offer thereby exposing the possibilities 
'of how much more can be done were 
our manufacturers and exporters to 
explore potentialities in the Philippines 
more thoroughly. Its economy, being 
free, is amenable to direct approach by 
private sector in other countries. 

The trade agreement between the two 
countries in 1968 has been helpful. 
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There may not be much scope for con¬ 
sumer goods—though l found they are 
keen on buying our fruits and our fruit 
exporters had not given them a fruit¬ 
ful response. The expanding industrial 
structure of the Philippines requires 
larger quantity of raw material, equip¬ 
ment, etc. and also a few light engineer¬ 
ing products. This way we can step in, 
but it may require considerable effort 
in terms of promotion, public relations 
and commercial exploration before we 
can hope to succeed. 

India today exports to the Philippi¬ 
nes, cables, wires, jute sacks, statistical 
and accounting machines, shellac, bovi¬ 
ne* for breeding purposes, salt, jute 
fabrics, parts of vehicles, jeeps and 
trucks, diesel engines, antibiotics, iron 
and steel bars and rods, aluminium 
and its alloys while exports to India 
from the Philippines comprise only 
abaca, rice, twines and ropes. 

Joint Ventures in Philippines 

In my discussions, I found the great¬ 
est possibilities of participation between 
India and the Philippines in the sphere 
of joint ventures. Recently under their 
Investment Incentive Act, Philippines 
government set up a board of invest¬ 
ment. Any duly classified industrial 
enterprise registered with it, would be 
entitled to special incentives. They in¬ 
clude deduction in organizational and 
pre-operative expenses, accelerated 
depreciation, net operating loss carried 
over, tax exemption on capital equip¬ 
ment, permission to employ foreign 
nationals, deduction for expansion by 
reinvestment, anti-dumping, promotion 
and protection from government com¬ 
petition and not the least the pioneer¬ 
ing ventures would be exempted from 
all taxes except income-tax right up to 
100 per cent up to 1972 and progressively 
lower exemptions up to 1981 and for 
such pioneer status, foreign participa¬ 
tion is not limited to 40 per cent as in 
the case of others. 

Under as many as 17 headings, nearly 
a hundred industries have been included 
in the priorities plan. Joint ventures 
in diesel engines have already been ap¬ 
proved for India and for machine-tool 
manufacture are under consideration. 

From India's point of view, joint ven¬ 
tures are mostly a means of export qf 
industrial machinery. It would be better 
if industrial machinery can be sold 
directly. Besides it will involve no de¬ 
layed payments and export of goods 
through joint ventures may not bring 
it foreign exchange for some years. 
Joint ventures should best be consider¬ 
ed if India has surplus of industrial 
machinery over and above what she 
can sell outright. 

If however, a joint venture is assured 
of success, it should be favoured be¬ 
cause it means high profits and royalty 
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and therefore higher exchange for a 
long period. Besides, developing coun¬ 
tries, which have great regard and res¬ 
pect for us, would like us to setup joint 
ventures in their countries. It therefore 
helps to create better climate for the 
future as well. 

The Philippines offers substantial 
incentives to foreign investors. 

Shipyards and Ports 

Shipyards and ports play a vital 
role in the economic development of 
Japan and Hong Kong. Some 68 per 
cent of India’s total overseas trade in 
weight consists of bulk cargo, but it is 
general cargo which accounts for about 
75 per cent of export earnings. While 
bulk cargo is carried by tramps, general 
cargo is carried by liner ships and, 
therefore, is most important. The ques¬ 
tion is adequacy of services and at least 
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two regular services a month are need¬ 
ed to these countries. 

The world-famous ports of Japan 
such as Yokohama, Kobe, Osaka and 
others with their container terminals and 
of Hong Kong where a huge container 
terminal is on the way, should be an 
eye-opener for us of how much we can 
exploit the natural advantage of our 
harbours by fully developing and 
expanding them. We should also start 
becoming container-conscious, because 
the world is rapidly stepping into the 
con tainer age and the progressive eco¬ 
nomy of our country cannot afford to 
be left behind in this respect. 

This is the picture I gathered in these 
three countries of south-east Asia where 
I made a special study of economic 
conditions and scope of participation 
with our country. 


AGRICULTURAL PRODUCTION : AREA AND YIELD 
Index Numbers 

[Base : 1949-50 to 1951-52 (average)=100] 

Index Numbers of 

Yearf Area*-- 

Production* Yield Per 
hectare® 


1950-51 





100.0 

100.0 

100.0 

1951-52 





101.8 

100.7 

98.9 

1952-53 





105.6 

107.1 

101.4 

1953-54 





109.1 

113.7 

104.2 

1954-55 

• * 




112.2 

118.7 

105.8 

1955-56 





113.8 

122.2 

107.4 

1956-57 

* • 




114.6 

121.8 

106.3 

1957-58 

• 1 




116.1 

127.5 

109.8 

1958-59 





117.7 

129.6 

110.1 

1959-60 


• • 



119.7 

138.5 

115.7 

1960-61 


* • 



121.2 

142.4 

117.5 

1961-62 


• • 



122.4 

145.5 

118.9 

1962-63 





123.4 

145.9 

118.2 

1963-64 





123.9 

150.9 

121.8 

1964-65 





122.7 

148.3 

120.9 

1965-66 





122.0 

144.3 

118.3 

1966-67 





122.8 

144.9 

118.0 

1967-68 

* • 




124.6 

153.9 

123.5 


t The agricultural year is July-June. 
* Three-year moving averages. 

@ Derived from columns 2 and 3. 
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BQond 
a Bata 
window 

A Bata shopwindow naturally arrests 
attention. And when you gravitate to it, 
you're at once transported to an entirely 
new world. You picture everybody— 
menand women,boys and girls,old and 
young, all seem to step out of the Bata 
shopwindow—beautifully shod. 

But what lies beyond that window? 
Let us give you a panoramic view of 
the Bata enterprise. 

What a vista 1 

An entire army of 22,000 highly 
skilled personnel, and factories equip* 
pad with the most modern machines, 
for the production of 200,000. pairs of 
footwear a day. Despite that output, 
intricate shoe engineering blends skil¬ 
fully with the craftsman's individual 
artistry. 

Moreover, there are devoted hands fitting shoes to eager 
feet in over 1100 Retail Stores and Agencies. 430 Wholesale 
Depots, Dealers and Distributors. 

There are whole townships exclusivelyforBata employees, 
who make shoes not only for you, but also 10,000,000 pairs 
for people all over the world-including those in the most 
Sophisticated countries. 

This is only a fleeting glance. 

Come again with us into this domain of footwear and take 
a relaxed look at each facet of the impressive Bata mosaic. 
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Four-in-One 

HINDUSTAN 

Half Tonne Driveaway Chassis 

This versatile chassis offers you the best value for money. 

It is specially designed to facilitate easy body construction for special needs. 
It is ideal as a station wagon, delivery van, ambulance or pick>up van. 


DELIVERY VAN 



STATION WAGON 



A spacious Station Wagon for 
six passengers. Ideal for comfortable, 
long-distance travel. 



Convenient and useful as Ambulance. 
Fast, fully equipped, with room for one 
stretcher and folding bench- type 
seat for attendants. 



As Pick-up Van can carry half a tonne 
payload. Floor area of 2.4 sq. metres. 
Extra long platform and provision for 


longitudinal bench-type seats. 


Special Features: Power-packed 14 H.P. 4 Cylinder O.H.V. Engine. Mechanical Fuel Pump. S.U. Auto Corburotter. 

Pout Speed Synchromesh Gear Box. Three-spoke safety steering wheel designed for easy control, small turning circle and long life. 


SALES AND SERVICE THROUGHOUT|THE COUNTRY 
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CONVENTIONAL* ESTIMATES OF NET NATIONAL PRODUCT NATIONAL INCOME) 


Year — 

Net national 
product (Rs crores) 

Per capita net national 
product (Rs) 

Index number of net 
national product 
(1948-49*100) 

Index number of per 
capita net national 
product (1948*49 «= 100) 


At 

current 

prices 

At 

1948-49 

prices 

At 

current 

prices 

At 

1948-49 

prices 

At 

current 

prices 

At 

1948-49 

prices 

At 

current 

prices 

At 

1948-49 

prices 

1048-49 

8650 

8650 

249.6 

249.6 

100 0 

100 0 

100.0 

100.0 

1949-50 

9010 

8820 

256.0 

250.6 

104.2 

102.0 

102.6 

100.4 

1950-51 

9530 

8850 

266.5 

247.5 

110 2 

102.3 

106.8 

99.2 

1951-52 

9970 

9100 

274.2 

250.3 

115 3 

105.2 

109.9 

100.3 

1952-53 

9820 

9460 

265.4 

255.7 

113 5 

109.4 

106 3 

102.4 

1957-54 

10480 

10030 

278.1 

266.2 

121 .2 

! 10.0 

111 .4 

106.7 

1954-55 

9610 

10280 

250.3 

267.8 

m.i 

118.8 

100.3 

107.3 

1955-56 

9980 

10480 

255.0 

267.8 

115 4 

121.2 

102 2 

107.3 

1956-57 

11310 

11000 

283.3 

275.6 

130.8 

127.2 

113.5 

110.4 

1957-58 

11390 

10890 

279.6 

267.3 

131.7 

125.9 

112.0 

107.1 

1358-59 

12600 

11650 

303.0 

180.1 

145.7 

134.7 

121,4 

112.2 

1959-60 

12950 

11860 

304.8 

279.2 

149.7 

137.1 

122.1 

111.9 

1960-61 

14150 

12730 

326.0 

293.2 

163.6 

147.2 

130.6 

117.5 

1961-62 

14770 

13060 

332.9 

294..3 

170.8 

151.0 

133.4 

117.9 

1962-63 

15380 

13300 

339.0 

293.1 

177.8 

153.8 

135.8 

117 4 

1963-64 

17200 

13950 

370.7 

300.6 

198.8 

161.3 

148.5 

120.4 

1964-65 

20390 

14980 

429.5 

315.6 

235.7 

173.2 

172.1 

120.4 

1965-66(P) 

20590 

14640 

423.9 

301.4 

238.0 

169.2 

169.8 

120.8 

1966-67(P) 

23600 

15050 

474.8 

302.8 

272.8 

174.0 

190.2 

121.3 

1967-68(P) 

27590 

16520 

541.8 

324.4 

319.0 

191.0 

217.1 

130.0 

Annual Growth Rate 









during— 









First Plan 

0.9 

3.5 

—0.9 

1.6 





Second Plan 

7.3 

4.0** 

5.1 

i .8** 





Third Plan 

7.7 

2.8 

5.4 

0.6 






(P) Provisional. * 

* Estimates are described as “conventional” to distinguish them from the “rcvised"series. 

** The estimates of production of foodgrains from J959-60 and those of sugarcane from 1960-61 are not strictly comparable 
with those for the earlier years. Adjusted for such statistical changes, the annual increase in total national income and in 
per capita income during the second plan period works out to 3.8 per cent and 1.7 per cent respectively. 

AGRICULTURAL PRODUCTION 



Unit 

1949-50 

1950-51 

1955-56 

1960-61 

1965-66 

1966-67 

1967-68 

1968-69 

A. Foodgrains 

M.Tonnes 

60.65 

54.92 

69.22 

82.02 

72.02 

74.23 

95.05 

94.01 

Cereals 


50.63 

45.74 

57.53 

69*31 

62.23 

65.88 

82.95 

83.59 

Rice 


25.11 

22.07 

28.67 

34.57 

30.66 

30.44 

37.61 

39.76 

Wheat 

if 

6.76 

6.83 

8.87 

11.00 

10,42 

11.39 

16.54 

18.65 

Jowar 

91 

6.96 

6.25 

6.73 

9.81 

7.53 

9.22 

10.05 

9.80 

Bajra 

99 

3.19 

2.67 

3.46 

3.28 

3.66 

4.47 

5.19 

380 

Other cereals 


8.61 

7.92 

9.80 

10.65 

9.66 

10.36 

13.56 

11.58 

(b) Pulses 

91 

10.02 

9.18 

11.69 

12.71 

9.80 

8.35 

12.10 

10.42 

of which : 

Cram 


3.90 

3.82 

5.41 

6.25 

4.21 

3.62 

5.97 

4.31 

B. Non-foodgrains 

(a) Oilseedst 

99 

5.16 

5.09 

5.63 

6.98 

6.35 

6.43 

8.30 

6.93 

of which ; 

Groundnuts 

*9 

3.39 

3.43 

3.81 

4.81 

4.23 

4.41 

5.73 

4.48 

Rapeseed and mustard ,, 

(b) Sugarcane (in terms of 

0.81 

0.77 

0.86 

1.35 

1.28 

J .23 

1.57 

1.57 

gur)tt 

99 

6.09 

6.92 

7.29 

11.20 

• 12.10 

9.50 

9.79 

12.00 

(c) Cotton (lint) 

Mn. Bales® 

2.62 

2.90 

4.03 

5.29 

4.76 

4.97 

5.45 

5.27 

Jute 

99 

3.30 

3.51 

4.48 

4.13 

4.47 

5.36 

' 6.32 

3.05 

Mcsta 

99 

0,67 

0.67 

1.17 

1.13 

1.29 

1.22 

1.27 

0.91 


* Figures for 1949-50 to 1959-60 are adjusted witfi 1960-61 Fully Revised Estimate as base. Figures up to 1964-65 are 
Fully Revised Estimates, those for 1965-66 to 1967-68 are Partially Revised Estimates and those for 1968-69 are Final 
Estimates of Production. 

t Include, groundnuts, rape seed and mustard, sesantum, linseed and castprsced. 
ft Adjusted bn the basis of 1961*62 (FuUy Revised) data. 

% Bale-18QK*s. : . . ! ; - 
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SO DIVERSE, 
SO DISPERSED, 

AND YET 


0!€ TEAM, 
OPE OBJECTIVE J 



The team is ALOKUOYOG. Ths abjective ? Spreading prosperity, 
through increased productivity, with enlightened enterprise. 

Cement. Plywood. Coal. Jute. Minerals. And farming. So 
diverse end yet one, with singleness of purpose, 

DEDICATED TO NATIONAL PROSPERITY 

ALOKUDYOG 

THE JAIPUR UDYOG LTD. 0 BA6ALK0T CEMENT CO. LTD. 

JAI AfiRO INDUSTRIES LTD. £*• AlOKUDVOG VANASPATI A PLYWOOD LTD** 

KANPUR JUTE UDYOG. /Av SAHU MINERALS 0 PROPERTIES LTD. 

THE JAIPUR UDYOQ (NIGERIA) LTD. AL0KUDY0Q OVERSEAS IT#. 


N6V/7 MILOS 
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Company Affairs 


STRAW PRODUCTS 

MR H.S. Singhania, Managing Direc¬ 
tor of Straw Products Ltd told the 
shareholders at the annual general meet¬ 
ing held recently that the company pro¬ 
poses to expand its operations in the 
next few years in the same manner as it 
had done during the previous years. He 
revealed that since its inception in 1938, 
the company has increased its share 
capital to Rs 2.71 crores as against Rs 
7.50 lakhs in the beginning. Similarly, 
during these years its sales increased 
to Rs 7.21 crores as against Rs 7.90 
lakhs and production capacity increa¬ 
sed from 4,500 tonnes to 33,000 tonnes. 
He indicated that one new machine 
will go into operation before the end 
of this year and another is expected 
to arrive in early 1971 which will 
go into operation before the middle 
of 1972. After these additions, the 
capacity of the two units will be raised 
to nearly 42,500 tonnes. 

Mr Singhania pointed out that paper 
industry during the last five years has 
suffered because of abnormally low 
return on capital, which was around 5.5 
per cent to 7 per cent in this industry as 
against an average of 9 to 10 per cent 
for all industries. Against this the 
Tariff Commission in 1959 had con¬ 
sidered a return of 12 per cent on capi¬ 
tal employed as fair for the paper in¬ 
dustry. He added that there is a con¬ 
siderable shortfall in the production of 
paper, newsprint and paper board, so 
that capacity of nearly 400,000 tonnes 
is to be created during the fourth Plan 
period. This will involve the mobilisa¬ 
tion of Rs 290 crores in the private 
sector. The reserves and cash with most 
of the existing units would not be suffi¬ 
cient for such an investment, He, there¬ 
fore, stated that the equity-debt ratio 
will be changed from 1:2 at present to 
1:3. For this, he suggested that loans 
would be necessary with long periods 
of repayment and low rates of interest. 

TATA IRON 

Mr J.R.D. Tata, Chairman of the 
Tata Iron and Steel Company Ltd told 
the shareholders that the recession in 
the demand of steel which prevailed in 
this country two years ago had totally 
disappeared and there is going to be an 
acute shortage of steel particularly in 
flat rolled products and quality steels, 
which will inevitably restrict the growth 
of industry, aggravate inflationary trends 


already rampant in the country, and cost 
heavily in foreign exchange both in im¬ 
ports of steel and the loss on exports 
Mr Tata indicated that the government’s 
plans for a substantial expansion in the 
steel capacity will take a long time. 
Moreover, the expansion of the existing 
plants is less costly and much easier to 
effect than setting up new plants. While 
the expansion of the public sector plants 
has been slow, no advantage is being 
taken of the potential of private sector 
plants. Thus the country's larger 
interests are being sacrificed at the cost 
of ideological dogma, he added. Re¬ 
ferring to the inflationary increases in 
costs, Mr Tata stressed that over the 
past five years, the cost of coking coal 
has risen by 50 per cent, of limestone by 
\40 per cent, of smelter by 142 per cent 
and of refractories by 36 per cent. Mr 
Tata hoped that within a year or two 
the company would be able to re-estab¬ 
lish full production but there were no 
signs of stabilisation of prices and 
costs. 

Mr Tata stated that the company has 
in the previous year studied many alter¬ 
natives of modernisation and replace¬ 
ment programme and it hoped to come 
to a final conclusion in the current year. 
The long-term project could cost any¬ 
thing between Rs 100 crores and Rs 
150 crores depending on the objectives, 
which themselves will depend on the 
government’s policies and the company’s 
ability to finance the project. Mr Tata 
assured the shareholders that the 
management will not undertake any 
major programme which will be unfair 
to them. Thus the directors have not 
agreed to attach a right of conversion 
into equity to a part of the proposed de¬ 
bentures, which the financial institu¬ 
tions sought to impose as a condition 
of their support to the issue. If the go¬ 
vernment does not sanction these terms, 
the company will be forced to reduce the 
magnitude of the debenture issue, which, 
in turn, will delay the completion of the 
programme, he added. 

RUBY GENERAL INSURANCE 

Mr B.P. Khaitan, Chairman, Ruby 
General Insurance Company Ltd told 
the shareholders at the annual general 
meeting that the total net premium in¬ 
come of the company increased during 
the year 1969 to Rs 3.95 crocs as against 
Rs 3.69 crores a year before.The working 
for the year, he added, had resulted in 
a profit of Rs 56.89 lakhs after writing 


off Rs 19.39 lakhs as depreciation on 
investments and land as against Rs 
45.57 lakhs last year. In line with the 
improved performance of the com¬ 
pany, the directors have proposed to 
increase the dividend from Rs 1.25 per 
share to Rs 1.50 per share, inclusive of 
the interim dividend. The total divi¬ 
dend payment would amount to Rs 
10.50 lakhs as against Rs 8.75 lakhs 
last year. 

Mr Khaitan pointed out that general 
insurance is essentially a servicing in¬ 
dustry and the insuring public required 
prompt attention, which might not be 
possible if general insurance were to 
lie in the nationalised sector. He there¬ 
fore, pointed out that the government 
should make a categorical statement 
about their policy and remove the un¬ 
certainty regarding nationalisation of 
general insurance. He also suggested 
that the union government should take 
early steps to recover the assets of Indian 
insurance companies lying in Burma and 
Pakistan. 

JIYAJEERAO COTTON 

Jiyajccrao Cotton Mills Ltd has re¬ 
ported favourable results during the 
year ended March 31, 1970 with impro¬ 
vement in sales and profits. The direc¬ 
tors have proposed to raise the equity 
dividend from 12.5 per cent to 15 
per cent. Sales have increased to 
Rs 26.37 crores from Rs 24.59 
crores. The gross' profit has risen 
to Rs 386.56 lakhs from Rs 271.70 
lakhs. After providing Rs 119.51 lakhs 
for depreciation, Rs 41.26 lakhs for 
development rebate reserve, Rs 9.96 
lakhs for managing agents’ remunera¬ 
tion and Rs 98 lakhs for taxation, the 
net profit works out at Rs 117.83 
lakhs. After some adjustments, the 
directors have transferred Rs 121.34 
lakhs to general reserve, from which 
equity dividend amounting to 
Rs 69.55 lakhs and preference divi¬ 
dend amounting to Rs 9.30lakhs 
will be paid. 

A sum of Rs 78.96 lakhs was spent 
on modernisation of the textile division. 
The programme is being continued in 
the current year. The output in the 
chemical division at Porbandar was 
higher. Production of soda ash was 
141,000 tonnes, of caustic soda 20,252 
tonnes, of refined sodium bicarbonate 
4,524 tonnes and of ammonium bicar¬ 
bonate 144 tonnes. The demand for 
jsoda ash and caustic soda has been 
rising steadily. However, the govern¬ 
ment has turned down the company’s 
proposal for expanding the soda ash 
capacity from 500 tonnes to 800 tonnes 
a day. The company is, however* in 
touch with the authorities for reconsi¬ 
deration of the matter. The company 
has applied for an industrial licence to 
manufacture 100 tonnes a day of caustic- 
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TIE GWALIOR RAYON SUE MFG. (WVG.) CO, LTD. 

(Pulp OfvWon) 

Birlakootam—Mavoor—Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Regd. Office : 

BIRLAGRAM, NAGDA (M. P.) 

Cnun t •WOODPULP*, CaHcut , Phorw I 8071-74 
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chlorine and the project will be located 
near the petro-chemical complex at 
Barodft. The capacity of the salt 
works is being raised to meet the com* 
pany’s increasing requirements of 
sale. 

HINDUSTAN LEVER 

Hindustan Lever recorded a modest 
rise in turnover in the first half of the 
current year over that in the same period 
of 1969. The company, however, earned 
a lower profit during the period. The 
management is hopeful that there will 
be a partial recovery in profits in the 
second half of the year. The company’s 
turnover in the first half of the current 
year has amounted to Rs 59.39 crores 
compared with Rs 54.07 crores in the 
same period of 1969. According to the 
figures released by the company, the 
profit before tax for the first half of 
1970 has been at Rs 2.23 crores coim- 
pared with Rs 3.21 crores in the same 
period of the previous year. After pro¬ 
viding Rs 1.20 crores for taxation and 
Rs five lakhs for capital expenditure 
on scientific research, the net profit for 
the first half of 1970 amounts to Rs 98 
lakhs against Rs 144 lakhs. The lower 
profits during the current year have been 
attributed to the sharp increase in costs 
of raw materials which were not 
adequately compensated under controls 
that apply to selling prices. Exports 
were, however, substantially higher at 
Rs 3.19 crores in the first half of 1970 
compared with Rs 1.12 crores in the 
corresponding period of 1969. During 
1969, the company's turnover was Rs 
108.79 crores. Tt earned a pre-tax pro¬ 
fit of Rs 6.16 crores. After providing 
Rs 3.31 crores for taxation and Rs 30 
lakhs for capital expenditure on scienti¬ 
fic research, the net profit had amounted 
to Rs 2.75 crores. The company had 
paid an equity dividend of 14 per cent 
for the year. 

BHARAT COMMERCE 

There was a 30 per cent increase in 
sales from Rs 13.02 crores to Rs 16.94 
crores in the case of Bharat Commerce 
and Industries Ltd during the year ended 
December 31, 1969. The preliminary 
statement reveals a higher gross profit 
of Rs 128.91 lakhs as against Rs 80.66 
lakhs in the previous year. After pro¬ 
viding Rs 1.05 lakhs for directors’ 
remuneration, Rs 49.32 lakhs for de¬ 
preciation, Rs 2.60 lakhs for develop¬ 
ment rebate reserve and Rs 35 lakhs for 
taxation, there is an available sum of 
Rs 41.03 lakhs. The whole amount is 
transferred to general reserve. In the 
preceding year a sum of Rs 3.20 lakhs 
was allocated to capital reserve and the 
balance of Rs 20.29 lakhs to general 
reserve. The directors have proposed to 
maintain the equity dividend at Rs 


1.50 a share, payable out of general 
reserve. 

DENA BANK 

Dena Bank opened its 300th brunch 
in Caclutta on August 4, 1970. The 
opening of the 300th branch marked 
another milestone in the bank’s march 
towards progress. The bank will now 
have six branches in the metropolitan 
city of Calcutta and one branch in 
Howrah. Dena Bank tegistcred an all¬ 
round progress during the year 1969. 
There was a record increase of Rs 20.64 
crores in its deposits during 1969, the 
total deposits excluding intcr-bank 
deposits increasing from Rs 110 crores 
as at the end of last Friday of 1968 to 
Rs 130 crores. The increase in aggregate 
deposits in 1969 worked out to 18.8 
per cent. The bank has intensified its 
drive for deposit mobilisation and 
efforts are being concentrated on tapping 
rural deposits. During 1969, the bank 
opened 44 branches out of which 32 
branches were in rural centres with 
population below 10,000. During Ja- 
'nuary-June 1970, 32 new branches were 
opened of which 25 were in rural areas. 
Of the 292 branches of the bank at the 
end of June 1970, 90 branches were in 
rural areas, 74 in semi-urban centres, 
47 in urban centres and 81 in metro¬ 
politan cities. 

REMINGTON RAND 

The annual report of Remington Rand 
of Tndia Ltd, has revealed that the com¬ 
pany recorded a deficit balance as a 
result of prolonged strike for about 
seven months at the company’s How¬ 
rah factory, stopping all manufacturing 
ing activities. This has caused a serious 
impact on the operations of the com¬ 
pany for the year ended March 31, 
1970 with sales dropping by about 39.1 
per cent to Rs 2.74 crores from Rs 4.50 
crores. TTie company has incurred a 
loss of Rs 53.03 lakhs for the year 
against a profit of Rs 23.99 lakhs for 
the previous year after providing Rs 
13.72 lakhs for depreciation. In view 
of losses, no provision for taxation 
has been made against Rs 13 06 lakhs. 
The entire loss has been set off by trans¬ 
ferring Rs 2.20 lakhs from development 
rebate reserve and Rs 51.23 lakhs 
from general reserve, leaving a 
surplus of Rs 41,850 to be credited to 
development rebate reserve. It has 
skipped ordinary dividend for the year 
against 10 per cent in the previous year. 
Due to insufficient reserves, the divi¬ 
dend on preference shares has also 
been carried to the next year. The 
directors state that sales during the first 
three months ended June 1970 have 
been higher than the comparable figure 
for the previous year and the order book 
of the company continues to be satis¬ 


factory. Barring any major disruption 
of the manufacturing operations result¬ 
ing from the deteriorating labour and 
political conditions in West Bengal, the 
current year is being observed with 
cautious optimism. 

CAPITAL AND BONI S ISSUES 

Consent has been accorded to eight 
companies to raise capital of over Rs 
1. 68 crores. Five of them are to issue 
bonus shares totalling over Rs 32.08 
lakhs and the amount of bonus shares 
ranges between Rs 3.27,400 and Rs 
12,50,000. The consents are valid for 
twelve months. The following are the 
details: 

The G.L. Hotels Ltd, New Delhi, 
has been accorded consent to capitalise 
Rs 4,00,000 out of its capital reserves and 
issue 40,000 fully paid equity shares of 
Rs 10 each, as bonus shares, in the ratio 
of one bonus share for every four equity 
shares held. 

The Silver Colton Mills Company 
Ltd, Ahmedabad, has been accorded 
consent to capitalise Rs 3,27,400 of 
its general reserves and issue fully paid 
equity shares of Rs 100 each, as bonus 
shares, in the ratio of one bonus share 
for every four equity shares held. 

The Nagri Mills Company Ltd, 

Ahmedabad, has been accorded consent 
to capitalise Rs 7,35,000 out of its 
general reserves anfl issue fully paid 
equity shares of Rs 500 each, as bonus 
shares, in the ratio of one bonus share 
for every two equity shares held. 

The Phaltan Sugar Works Ltd, 
Bombay-1, has been accorded consent 
to capitalise Rs 12,50,000 out of its 
general reserves and issue fully paid 
equity shares of Rs 50 each, as bonus 
shares, in the ratio of one bonus share 
for every four equity shares held. 

Chemicals & Alkali Distributors Ltd, 
Bombay, has been accorded consent to 
capitalise Rs 4,96,000 out of its general 

THE AMALGAMATED ELECTRI¬ 
CITY COMPANY LTD 
Registers of members and Transfer 
Books of the Company will be closed 
from 7th September, 1970 to 26th 
September, 1970, both days inclusive, 
in connection with Dividend. 

By Order of the Board 

For The Amilgamated Electricity 
Co. Ltd. 

KIRAN N. JAVERI 
Director. 

Registered Office : 

17-B, Horniman Circle, 

Fort, Bombay-1, 

Date : 1st August, 1970. 
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reserves and issue fully paid equity 
shares of Rs 500 each, as bonus shares, 
in the ratio of one boniis share for every 
two equity shares held. 

The Binod Mills Company Ltd, 
Ujjain (MP), has communicated to 
government its proposal to issue capi¬ 
tal of Rs 40,00,000, under clause 5 of 
the Capital Issues (Exemption) Order, 

1969, comprising 40,000 equity shares of 
Rs 100 each. The amount is to be used 
to reduce the disparity between capital 
block and the capital actually employed, 
as well as to improve the debt-equity 
ratio. 

Shrcc Krishna Gyanoday Sugar Ltd, 
Calcutta, has communicated to govern¬ 
ment its proposal to issue capital of 
Rs 50 lakhs, under clause 5 of the Capital 
Issues (Exemption) Order, 1969, comp¬ 
rising mortgage debentures carrying 
interest at 7.75 per cent per annum. 
The debentures shall be payable to re¬ 
gistered holders only. The proceeds are 
to be utilised to strengthen financial 
position of the company. 

Inchek Tyres Ltd, Calcutta, has 
communicated to government its pro¬ 
posal to issue capital of Rs 46.8 lakhs 
for cash at par, under clause 5 of the 
Capital Issues (Exemption) Order, 
1969, in equity shares. The shares 
shall be offered to the existing equity 
shreholders in terms of Section 81 of the 
the Companies Act. The proceeds are to 
be utilised to provide part of the finance 
for its expansion. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 
1951, during the fortnight ended 
March 28, 1970. The list contains 
the names and addresses of the licen¬ 
sees, articles of manufacture, types of 
licences — New Undertaking (NU); 
New Article (NA): Substantial Ex¬ 
pansion (SE); Carry on Business 
(COB); Shifting —• and annual in¬ 
stalled capacity. 

LICENCES ISSUID 

Dye Stuffs 

M/s Amar Dye Chem Ltd, Rang 
Udyan, Sitadcvi Temple Road. Mahim, 
Bombay 16, Maharashtra; (I) H Acid 
and (2) Tobias Acid; Capacity; (1) 120 
tonnes per annum; (2) 60 tonnes per 
annum (NA). 

Drugs & Pharmaceuticals 

M/s Ranbaxy Laboratories Okhla, 
New Delhi-20, Delhi; (I) Alpha 
Chymotrypsin tablets — 5 mg; one 
million tablets (2) Alpha Chymotrypsin 
Ointmnel 3 mg/gm 40,000 tubes; (3) 
Alpha Chymotrypsin Injection (5 mg 
Vials); 40,000 Vials; (4) Epsilon Amino 
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Caproic Acid Suspension 250 mg/ml 20 
cc ampoules (NA). 

Food Processing Industry 

M/s Raghunandan Prasad Mohan 
Lai, Shri Shankar Flour Oil & Rice 
Mills, Bareilly, UP; Wheat Products 
950 tonnes per month in terms of wheat 
(COB). 

Rubber Goods 

M/s Premier Tyres Ltd, Merchant 
Chamber 4. New Marine Lines, 
Bombay —20 (BR), Kerala; Bicycle 
Tyres & tubes — 2 million Nos. each 
p.a. (NA). 

Glass 

M/s Hindustan National Glass Mfg 
Co. Ltd, 2 Wellesley Place P.B. No. 
2722, Calcutta-1, Haryana; Glass 
Bottles — 22,800 tonnes per annum 
(SE). 

LETTERS OP INTENT 

Metallurgical Industries 

M/s National Standard Duncan 
Unfitted, Nirmal 17/18 Floor, 241-242 
Backbay Reclamation, Nariman Point; 
Bombay-1, (BR), Maharashtra; Steel 
Wires viz. Tyre Bead Wires, Wires of 
18 Gauge and thinner, 3,400 tonnes per 
annum (SE). 

Electrical Equipment 

M/s Indian Detonators Ltd, P.B. No. 

1, Sanat Nagar (l.E.) P.O. Hyderabad, 
Andhra Pradesh; Exploders, (For 
Gassy Mines), 500 nos, per annum 
(NA) 

Industrial Machinery 

M/s K.G. Khosla &Co. Pvt. Ltd., 
1 Deshbandhu Gupta Road, New Delhi 
—55, Haryana; Air & Gas Compres¬ 
sors of above lOOc.f.m. upto 3000c.f.m. 
not exceeding 10 atm (14 Psi); Capacity: 
60 nos. per annum on maximum utilisa¬ 
tion of plant and machinery (SE) 
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Chemicals 

M/s Abbot Laboratories North Chi¬ 
cago Illinois, (6006), USA, Mahara¬ 
shtra or Gujarat or Andhra Pradesh or 
Mysore; Gibberalic Ad—-365 Kgs.p.a. 
Erythromycin 400 kgs. p.a., Cyclohexal- 
mine 1000 tonnes p.a., Discyclohexal- 
mine 30 tonnes p.a.. Cyclomates 30 
tonnes p.a. Thiopentone Sodium 1000 
Kgs. p.a.,Veterinary Products 120 tonnes 
p.a. 

New Pharmaceutical Products 
Ferrogadumet 23 million tablets. Par- 
met 3.82 million tablets, Ibert—500, 
2.85 million tablets, Ferrograd—500— 
2.33 million tablets, Pentrane 2400 
bottles of 125 ml. each, f.V. Solutions 
8,50,000 litres of IV Solutions & Sets. 
(NU). 

Food Pocessing Industry 

Dr L.C. Sikka, C/o Western States 
Agencies, Motilal Atal Road, Jaipur, 
Rajasthan; Infant Milk Food 2500 
tones p.a.. Sweetened 3000 tonnes 
p.a.. Whole Milk Powder 1500 tonnes 
p.a., Processed Cheese 300 tonnes p.a, 
(NU). 

LICENCES REVOKED/SURRINDERED 

(Information pertains to particular 
licences only. 

M/s Hocchst Pharmaceuticals Ltd, 
Bombay; Omnadin Injections; M/s. 
G.G. Dandekar Machine Works Ltd, 
Bhiwandi. Maharashtra; Radial Drill¬ 
ing and Milling Machines. 

CHANGE IN NAMES (OWNERS OR 
UNDERTAKINGS) 

(Information pertains to particular 
licences only). 

From M/s J.K. Cotton Spinning & Wea¬ 
ving Mills Ltd., Kanpur to M/s J.K. 
Satoh Agricultural Machines Ltd., 
Kanpur; from Hylam Ltd to Baka- 
lite Hylam Ltd, from M/s Mukesh 
Textile Mills (P) Ltd, to M/s Shrec 
Mukesh Textile Mills (P) Ltd. 


£a.4tetn 2conomht 25 Ije&ti -£)go 

AUGUST 17, 1945 


Following the news that the Egyptian Go¬ 
vernment has approached the British Govern¬ 
ment for a revision of the 1936 Treaty, comes 
the news that the Egyptian Finance Minister 
threatens to resign if the British Government 
does not agree to the abolition of the British 
Cotton Export Control Committee. The Bri¬ 
tish Government has been till now purchasing 
the whole of the Egyptian crop and crediting 
the purchase price to the account of the Egyp¬ 
tian Government iv blocked sterling, which 
has by now swollen to £ 400 million. This 
phenomenon is very much similar to what we 
are familiar here and is in fact common to the 
whole of the Middle East. Wherever the Bri¬ 


tish are in effective political control, they be¬ 
have just in the same manner. It is really a 
political problem. That is the reason why all 
political parties in Egypt have demanded a 
revision of the 1936 Treaty. The Iranian Dele¬ 
gation made a similar request during its stay in 
London. The solution ties in the withdrawal of 
military control. The Egyptians have found by 
experience that their independence amounts to 
pretty little in the presence of British troops on 
the Egyptian soil and in full military control of 
the Suez and the Nile. Hence the Egyptians 
have demanded a revision, though it is due only 
in 1956. 
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ri TCAPACITOR 
UNITS 



Enquiries to Commercial Manager, 
Or our Silts offices'll. Bomb#, 
DelhiCalcutts sad Msdrss. 


HEIL, the foremost manufacturers of Power Capacitors in India, 
introduces Capacitors impregnated with non-inflammable dielectric 
known as Arodor. 

We can supply LT Capacitor banks from 3 to 80 kVAR ratings with moat 
attractive deliveries. 

Complete H T Capacitor banks suitable for operation upto 132 kV 
along with current limiting reactors and Manual or AUTOMATIC 
CONTROL equipment including matching circuit breakers can be 
supplied, on short delivery. 

Outstanding Features: 

Caparitore manufactured in Technical Collaboration with M/s. BICC 
Limited, UK, conforming to IS-2834 :1964. 

Strict quality control with element winding in dust free and 
controlled atmosphere. 

Hermetically sealed, coupled with excellent electrical design 
ensuring long-life. 

For low losses, impregnation process under high degree of vacuum. 
Robust Unit design; minimum space requirement and installation cost. 
Tropical and super-tropical applications. Negligible Maintenance. 
Dielectric being used having high specific inductive capacity, 
excellent dielectric strength and is non-inflammable. 

Prompt after-sales service. 



HEAVY ELECTRICALS (INDIA) LIMITED 

(A Govt, of Indie Undertaking) 

BHOPAL 
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INDIA TOBACCO COMPANY LIMITED 

Speech by the Chairman, Mr. A. N. Haksar, at the Fifty-ninth Annual General Meeting 

of the Company on 6th August, 1970. 


Introduction—Indian Shareholders— 
Review 

I have great pleasure in welcoming you 
to the 59th Annual General Meeting 
of your Company and the first under 
its new name INDIA TOBACCO 
COMPANY LIMITED. I must also 
welcome our new shareholders at this 
the first A.G.M. since the public issue 
in January this year. India Tobacco 
Company now has over 20.000 Indian 
shareholders whose an original cash 
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investment of around 6 crorcs of rupees 
represent a larger Indian public commit¬ 
ment than in any other Company in 
the Industry. Your Board are keenly 
aware of the responsibility they bear 
to justify the confidence of those who 
have invested in the future of this 
Company. 

Your Company completes sixty years 
of operation this year and 1970 is a 
land-mark in its history. You can be 
proud of your Company’s past achieve¬ 
ments, and the change of name coming, 
as it does in this diamond jubilee year, 
is perhaps the culmination of a conti¬ 
nuing: commitment—an outward and 
visible sign of the many changes which 


have already taken place towards inte¬ 
gration of the C ompany with the coun¬ 
try in which it operates. The stake of 
the Indian shareholder has thus been 
raised in the equity and further steps in 
this direction will be taken as additional 
finance is required. This is not to deny 
the Company’s obligations to its over¬ 
seas shareholders who have extended 
their support from the inception of the 
Company towards identifying its own 
progress with ihe welfare of India. 

A reivew of the year’s trading has 
been included in the Report of the 
Directors. I am sure you will agree with 
me that the results have been most 
satisfactory and barring unforeseen cir¬ 
cumstances your Board feel confident 
that the progress will be maintained. 
I would, however, like to highlight three 
significant achievements of your Com¬ 
pany in the year under review. 

1. At the World Selection for tobacco 
and tobacco made products held at 
Brussels in November 1969, four ITC 
brands of cigarettes received Awards. 
INDIA KINGS won a Gold Medal for 
the second time, the first being in 1967. 
WINDSOR and SIMLA won Silver 
Medals and LEX a Bronze Medal. These 
World Awards are a tribute to the 
quality and excellence of your Com¬ 
pany’s products. They reflect your 
Company’s belief that the consumer al¬ 
ways comes first, must always be 
satisfied and be given the very best 
value for his money. 

2. In the Export field, your Com¬ 
pany’s sister concern leaf suppliers, 
Indian Leaf Tobacco Development Co. 
received in November 1969 the Govern¬ 
ment of India Certificate of Merit for 
Outstanding Export Performance of 
around Rs 15 crores in 18 months 
between October 1966 to March 1968. 

3. In the domestic market, in keeping 
with the market trend for filter tipped 
cigarettes and to meet the needs of the 
public, BRISTOL Filter Tipped was 
introduced at the beginning of the year 


under review, it found ready accep¬ 
tance with consumers and is already the 
highest selling filter cigarette of its kind 
in its price class. 

Professional M anagement C oncepts 
Ingredients 

In my talk last year 1 reviewed the 
overall operations and contributions of 
your Company. This year I woud like to 
talk about your Company's Manage¬ 
ment. This does not mean that we are 
unmindful of the contributions of our 
employees who are not Management 
members. Your Board believe that the 
most important resource in any enter¬ 
prise are the people that work in it, and 
1 would like to acknowledge our appre¬ 
ciation of the work and effort put in by 
each and everyone of our employees. I 
wish, however, to elaborate on the 
subject to Management this year. 

The tradition of Professional Manage¬ 
ment which your Company has 
inherited from its overseas investors, is, 
perhaps, its most significant characteris¬ 
tic. The main ingredients of this 
Professional Management arc four¬ 
fold : 

J. FIRST the divorcing of ownership 
from control. 

2. SECOND the way m which a 
commercial enterprise is viewed in its 
purposes, objectives and responsibilities 
and the values that are applied in the 
conduct of its affairs. 

3. THIRD the attitudes and beliefs 
of Professional Management that guide 
their thinking in the utilisation of rc- 

, sources. 

4. FOURTH the application and ex¬ 
pertise to the business of “Managing”. 

Professional Management—Control. 

Board Responsibilities 

The first of these, the divorcing of 
ownership from control, can be regard- 
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ed as the crucial concept which distin¬ 
guishes Professional Management and 
has in it the inherent approach of a 
Trust. Ever sirce the idea of the joint 
stock company evolved, the trend has 
been towards divorcing ownership from 
control. The feature of the joint stock 
company has been increasing large scale 
production which results from judicious 
combination of innovation and techno¬ 
logical progress. And if the sheer size 
of modern enterprises had not ousted 
the owner-manager, the need for public 
investment to finance growth has meant 
that shareholders have found it conve¬ 
nient for obvious reasons to delegate the 
job of controlling the enterprise to a 
Board of Directors appointed by them. 
The effect has been corporate auto¬ 
nomy-the legal responsibility for run¬ 
ning the Company is borne by the Board 
of Directors in whom all the powers of 
management are invested. 

1TC is a Company in which the pub¬ 
lic is substantially interested and 
ownership is divorced from control. 
All your Directors are full-time execu¬ 
tives who have had many years of ser¬ 
vice with the Company or its Associa¬ 
tes, none of them has any proprietary 
interest in the Company. 

The Board, composed of Profession¬ 
al Managers, functioning as a team is 
collectively responsible for periodically 
and regularly : 

1. Studying the environment in all 
its aspects. 

2. Analysing the Company's stren¬ 
gths, weaknesses, opportunities and 
threats. 

3. Arriving at assumptions that are 
necessary in terms of those influences 
that will affect the future of the Com¬ 
pany. 

4. Defining what the business of the 
Company is and should be, and what the 
purpose of the business are. 

5. Framing policies within which 
Management will function and which 
will also aid the objectives of the coun¬ 
try in which the Company operates. 

6. Identifying the really important 
business areas and then setting Com¬ 
pany objectives. 

7. Ensuring a Company Plan (short 
and long term) to achieve the objectives 
set in a planned fashion. 

8. Reviewing the performance of the 
planned operations against the pre¬ 
determined results to be achieved and 
controlling and taking corrective action 
as necessary. 

In addition to this collective respon¬ 
sibility, the Board of Directors, as Pro¬ 
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fessional Managers, and recognising the 
increasing complexity of operations, as¬ 
sign specific responsibilities among its 
members: consequently proper time and 
attention is given to the various aspects 
of the Company’s business for which 
the individual Directors, all of whom are 
full-time executives, are accountable to 
the Board as a whole. 

Your Company is constantly 
evolving in a changing world. Such 
change has to be properly managed. It 
had become clear that among the im¬ 
portant matters requiring particular 
attention of Management arc corporate 
planning, organisational and manage¬ 
ment development, technical training, 
research and very specifically, exports. 
Active steps have been and are being 
taken on these matters. These activities 
provide the background explaining the 
changes that were made in your Board 
of Directors. 

Professional Management-Purposes— 
Objectives —Responsibilities of Enter¬ 
prise 

l would now like to turn to how 
professional management views Com¬ 
pany’s purposes, objectives and respon¬ 
sibilities. Your Board, as mentioned 
earlier, is composed of Professional 
Managers none of whom has any pro¬ 
prietory interest in the Company. 1 
must, therefore, in the first instance, 
disabuse you of any idea that the pro¬ 
fit-motive is the only central inspiration 
of your Board of Directors. We are 
concerned with profits (in the short and 
the long term) as the true measure of 
our performance—that we have main¬ 
tained the organisation in sound finan¬ 
cial condition and have obtained for 
the shareholders a proper return on 
their investment representing a fair re¬ 
ward for the contribution made. But 
we are also concerned with the well be¬ 
ing of the organisation in its totality 
as “Industry is an organ of society 
specifically charged with the responsibi¬ 
lity of organised economic advance 
through making resources productive. 
It expresses the basic belief of modern 
society that economic progress can be 
made into a powerful driving force for 
human betterment and social justice". 

As Professional Managers of your 
Company we thus see the purposes and 
responsibilities of the Company cover¬ 
ing a wide spectrum which in themselv¬ 
es also serve the interests of the invest¬ 
ing public. 

1. We are concerned with the satis¬ 
faction of our immediate customers— 
that we have provided the trade with 
every assistance, good service and pro¬ 
fits thus encoraging the development of 
smaller businesses and independent 
entrepreneurs who need to receive re¬ 
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turns in keeping with their contribu¬ 
tion. 

2. We are concerned with our ulti¬ 
mate customers—-the millions of con¬ 
sumers—who are paramount, who are 
the final judges of the quality of the 
Company’s products who must be given 
what they want, must be continually 
satisfied and must be provided the very 
best value for their money. 

3. We are concerned with the well 
being of our employees—the most im¬ 
portant asset of the Company—that we 
have provided them with good work¬ 
ing conditions, a fair reward for a job 
well done and the environment to do it 
in, as well the opportunities for advance¬ 
ment. 

4. We are concerned with our compe¬ 
titors who we wish well—that each mem¬ 
ber of the industry functions in a 
spirit of healthy competition for the 
good of the consumer; each relying on 
the quality and consumer preference of 
its products and the productive utilisa¬ 
tion of its resources. 

5. We are concerned with our rela¬ 
tions with the hundreds and thousands 
of the Company’s suppliers—that we 
have dealt fairly with them and they 
with us in a spirit of mutual confidence 
based on mutual assistance. 

6. We are deeply concerned about 
our shareholders, with the dividends and 
share prices—that we shall be able to 
maintain the momentum of corporate 
progress by obtaining our future com¬ 
mercial requirements from the general 
public who represent the capital mar¬ 
ket. 

7. We are concerned with the public 
good—that we have and are contribut¬ 
ing to the economy and the aspirations 
of the Government, and that we have 
not only at all times fully complied with 
all the requirements of the law in every 
phase of our operations but have also 
been fully conscious of out social res¬ 
ponsibilities to the society of which we 
are a part. 

AD these concerns give rise to various 
and often conflicting obligations which 
are by no means resolved by being sub¬ 
ject in many areas to legislation and 
Government control. Thus in the socio¬ 
economic scene, ownership divorced 
from control, makes for a virtue of pro¬ 
fessional management, and your Board 
can, in an objective manner, success¬ 
fully resolve the conflicting claims on 
the Company. Your Board accept the 
responsibility of working in the overall 
interest for the well being of the Com¬ 
pany and believe that, in doing so, it 
can and does establish an identity 
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between national aspirations and its 
own objectives. 

Professional Management—Attitudes and 
' Beliefs—Productive Resource Utilisa¬ 
tion 

I now come to the attitudes and 
beliefs of professional management re¬ 
lating to the productive utilisation of 
our Company’s resources. Professional 
Managers are result rather than re¬ 
source orientated and use various 
resources for the specific purpose of 
achieving certain results but have dis¬ 
cretion in the manner in which these are 
handled and used. Consequently the 
Professional Manager has developed a 
scientific approach for the fair and pro¬ 
ductive use of resources. Broadly speak¬ 
ing these can be divided between human 
and physical and of these the former are 
by far the most important. 

In so far as people are concerned, 
the social sciences have advanced rapid¬ 
ly in the postwar period and much has 
been revealed to men of industry. ln x 
simple terms the fundamental belief of 
professional management is that hu¬ 
man beings want to work, seek responsi¬ 
bility, expect to know what they arc 
responsible for and what is expected of 
them; and, having participated in 
establishing the results they should 
achieve, like to be treated as mature, 
trustworthy people capable of directing 
and controlling themselves and then 
agree willingly to be held accountable 
for their performance, to be measured 
and assessed objectively. 

Your Company's management also 
believe that, while satisfaction with 
working conditions and remuneration is 
important, the motivated and creative 
input of people is brought about largely 
by providing satisfaction in the job, a 
challenge to their ability and oppor¬ 
tunity lor achievement followed by fair 
recognition as a reward. That job satis¬ 
faction is aided by individuals seeing 
their part in the whole and identifying 
their own objectives and growth with 
those of the Company and its progress. 
Furthermore, that in recognition of the 
complexity of activities and through 
their inter-action, people have to work 
together, as the performance of the 
team is greater than the sum total per¬ 
formance of its individual parts. 

These then are the simple beliefs 
surrounding the professional manage¬ 
ment of your Company—beliefs they 
are continually attempting to practise. 
These beliefs may not always be easy to 
implement but are certainly worthy of 
emulation. 

Turning now to the physical resourc¬ 
es, the concern of your Company’s 


managers is to avoid waste and to 
achieve the maximum productivity 
consistent with quality and consumer 
satisfaction in the utilisation of every 
single resource. To be truly profession¬ 
al in their approach they encouK'ge 
and use the many tools of manage¬ 
ment, techniques and procedures that 
have become available, and are being 
constantly evolved, derived from the 
various disciplines of knowledge. 

These various management systems, 
services and tools can be assessed for 
their usefulness to the Company, can 
and are being taught, and can be used 
by those trained in these disciplines. 
These aids enable proper identification 
of the problem, reduce the area of the 
unknown, analyse alternative courses 
of action and resource utilisation, mea¬ 
sure and compare probable results and, 
therefore, make possible better deci¬ 
sions for more productive utilisation of 
resources, and such decisions are that 
much more professional because of 
their objectivity and scientific orienta¬ 
tion. 

It is not my intention to go into the 
details of these techniques. However, I 
do wish to emphasise that these are 
teachable systems that arc used by the 
Professional Managers of today. Your 
Company has trained personnel who are 
applying many of these disciplines and 
there are yet others which arc being 
regularly evolved and will receive your 
Company’s attention. 

Professional Management and the 
Professional M anager - -Development 
and Application of Expertise, 

1 would now like to conclude my 
comments on the subject of profession¬ 
al management with a few remarks on 
the development and application of 
expertise. The term Professional Mana¬ 
ger is appropriate in the sense that 
management is a science, and, the 
manager can use the knowledge of this 
science to define and achieve economic 
results whereby your Company is made 
effective. The work of a manager in¬ 
cludes economic, social and other tasks 
which are knowledge based; they can 
be systematically analysed, taught, 
learnt and developed. 

Your Company can only be success¬ 
ful if it is well managed, it is important, 
therefore, that management should be 
properly equipped to discharge their res¬ 
ponsibilities with a high degree of ex¬ 
cellence, both in terms of having the 
basic qualifications and knowledge for 
their job and of keeping up with the 
latest developments and techniques. 
In essence, this is the area of profes¬ 
sional management which is concerned 
with Organisational and Management 


Development. It covers recruitment/ 
selection, induction, training, develop¬ 
ment and continuous assessment of 
Managers towards increasing their 
effectiveness m terms of performance 
and results. 

A system of management man-power 
forecasting is used by your Company 
so that under a planned and orderly 
recruitment programme suitably quali¬ 
fied applicants are available to go 
through a proper selection procedure to 
fill vacancies in accordance with the 
needs of the organisation. Arrange¬ 
ments have been made with various 
Institutes of Management and Techno¬ 
logy for campus interviews of possible 
applicants. Contact has also been esta¬ 
blished with Placement Officers in 
various technical colleges in the United 
Kindgom which now award University 
degrees as also those at Oxford, Cam¬ 
bridge and London Universities and 
the London School of Economics. In 
the U.S.A. similar arrangements are 
being made with MIT and the Harvard 
School of Business Administration. 
Thus, the recruitment net is spread as 
wide as possible and covers not only 
those in this country but also our 
Indian students abroad. At the same 
time internal procedures ensure that 
suitable candidates from within the 
ranks of the Company are assessed and 
given the opportunity to aspire and rise 
to positions of managerial responsibi¬ 
lity. 

The selection procedures are rigor¬ 
ous and sophisticated and arc being 
constantly improved upon. Selection is 
done against a definition of the job and 
the results to be achieved by the Mana¬ 
ger with an outline of how it is to be 
performed and the levels of knowledge, 
skills and qualifications that will be 
required. Applicants are first screened 
by operating units, after which they pass 
through painstaking individual and 
group tests, as well as systematic inter¬ 
views by Selection Boards which consist 
of senior Managers of the Company. 
Finally, the Line and Personnel Direc¬ 
tors interview the best candidates. The 
aim is that selection procedures are 
objective, systematic and bias free. 
After selection, the new entrants go 
through a process of induction and 
start on a systematic training program¬ 
me which normally lasts two years be¬ 
fore they become members of Manage¬ 
ment and start making a positive con¬ 
tribution. 

In broad terms the career of the 
Professional Manager in your Company 
starts with being a specialist, goes on 
to being what might be termed an 
industry professional and finally deve¬ 
loping into a General Manager. At each 
level and throughout these processes of 
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development, not only is training im¬ 
parted on the job but also formal train¬ 
ing is imparted in courses, seminars 
and project exercises making use of 
facilities inside the organisation such 
as the Company's residential training 
centre in Calcutta as well as the many 
facilities available in Management Ins¬ 
titutes, both in the country and abroad. 
Throughout this period there is a sys¬ 
tem for regular assessment based large¬ 
ly on performance in which training 
needs arc regularly established and from 
which Managers are selected, strictly on 
merit, for further development and pro¬ 
motion to positions of higher responsi¬ 
bility. 

Management training and develop¬ 
ment has long been recognised as a vital 
necessity in the operations of your Com¬ 
pany and is the key in the furtherance 
of professional management. Currently 
a system known as Management by 
Objectives is being fully examined in 
its totality with a view to promoting 
even greater self-development of Mana¬ 
gers which it is hoped will prove all the 


more effective through being integrated 
with the total concept of corporate 
planning. 

1 have emphasied the importance of 
training and development as a means of 
acquiring and imparting expertise to 
management. 1 would like to mention 
the importance which your Board attach 
to the training of the unionised cadres. 
For sometime now training program¬ 
mes in this area have been carried out 
in all the Company’s branches with 
two objectives—-firstly to increase the 
efficiency of operations and secondly to 
improve the supervisory and leadership 
skills of the higher echelons in these 
cadres resulting ultimately in their own 
betterment. 

This year a Technical Training Cen¬ 
tre has been established in Bangalore 
with the intention of intensifying the 
technical content of training and con¬ 
centrating on the training of trainers 
and imparting skills to key factory floor 
personnel. All these measures are de¬ 
signed to improve productivity which 


can result in greater benefits to the 
workers. But productivity, does not 
only depend on proper output by work¬ 
ers or for that matter an efficient utilisa¬ 
tion of machines or use of good mate¬ 
rials; it depends upon a complex of 
factors at the back of which is profes¬ 
sional management. 

Conclusion 

Finally, as to the future of your Com¬ 
pany, l would like to conclude with the 
same remark 1 used last year. It is my 
earnest hope that in facing up to the 
new diverse challenges, your Company 
will play its due role and discharge its 
social responsibilities with vision and 
dignity in keeping with its philosophy 
of commitment to India's welfare and 
to her all-round development. Since the 
future prosperity of your Company will 
follow the prosperity of India, your 
Board look forward to the future with 
confidence and optimism. 

This does not purport to be a report 
of the proceedings of . the Annual 
General Meeting. 


THE ORIENTAL FIRE AND GENERAL 
INSURANCE COMPANY LIMITED 


Speech on the Report and Accounts, 1969 by Shri T.A. Pai 


Gentlemen, 

1 have great pleasure in welcoming 
you all to the Twcntysecond Annual 
General Meeting of the Company. 
The report, Accounts and Balance Sheet 
for the year ended 31st December, 1969 
are already in your hands and with 
your permission I propose to take them 
as read. 

(2) l mention with regret the passing 
away of Shri G. Vcnugopal on 9th 
December, 1%9. The late Shri G. 
Vcnugopal was associated with the 
Company since 1951 in various capa¬ 
cities and lastly as its General Manager 
from September, 1965. During the 
course of his association with the com¬ 
pany he rendered invaluable service to 
the company. 

(3) Coming to the results of the year’s 
working, the net premium of the Com¬ 
pany has gone up by Rs. 127.12 lacs 


from Rs. 1034.50 lacs in 1968 to Rs. 
1161.62 lacs in 1969. As a result, 
departmental reserves have gone up by 
Rs. 74 04 lacs from Rs. 604 80 lacs in 
1968 to Rs. 678 84 laes in 1969. After 
making provision for taxation to the 
extent of Rs. 45 lacs and after taking 
inta account the balance of Rs. 7,209 
from the last year’s account and also the 
release of provision of income-tax to 
the extent of Rs. 19,90,919 in respect of 
earlier years, there is a surplus of Rs. 
91.49 lacs out of which Rs. 63.99 
lacs have been transferred to General 
Reserve, Rs. 22.00 lacs to Dividend 
Reserve and Rs 5 50 lacs to Dividend 
Equalisation Reserve. 

(4) The overall ratio of net claims to 
net premiums has shown slight in¬ 
crease from 56.39% in 1968 to 58.67% 
in 1969. It is mainly due to adverse 
experience in Miscellaneous Depart* 
ment. The overall ratio of expenses of 


management and commission to net 
premium is 33.40% in 1969 as against 
37.87% in J968. 

(5) Our investments as at 31st Decem¬ 
ber, 1969 aggregated to Rs. 1035.24 
lacs as against Rs. 853.07 lacs on 31st 
December, 1968. 

(6) Your Directors have recommend¬ 
ed dividend at the rate of 20% (Subject 
to deduction of tax at the prescribed 
rates). 

(7) In conclusion, 1 take this oppor¬ 
tunity to express my thanks to our 
clients and well-wishers both in India 
and abroad who have continued to ex¬ 
tend us their support, i also thank all 
Officers and other members of the staff 
for their sincere and loyal work. 

N.B. This does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 
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Ceilings on Perquisites 


accommodation. The monetary value 
of the perquisite will be evaluated as per 
Rule 3 (a) of the Income-Tax Rules, 
1962. Encashment of this perquisite 
will not be allowed. 


The Department of Company 
Affairs has recently issued revised 
guidelines regarding administrative 
ceilings on the perquisites and bene¬ 
fits allowable to managing directors, 
whole-time directors, part-time direc¬ 
tors and managers in public limited 
companies. The guidelines in this re¬ 
gard had been set out by the Minister 
of State for Industrial Development, 
Internal Trade and Company Affairs, 
Mr Raghunatha Reddy, in a statement 
in the Rajya Sabha on November 18, 
1969. The new guidelines relate to a 
company’s contributions towards pro¬ 
vident fund, pension (or superannuation) 
fund, gratuity, medical benefits, etc. 

The text of the guidelines follows:— 

In the matter of approved perquisites 
and benefits to the above category of 
persons, the Company Law Board will 
ordinarily follow the following stan¬ 
dards for determining the administra¬ 
tive ceilings and the following will be 
excluded from the ceiling on the mone¬ 
tary value of the perquisites to the ex¬ 
tent specified below seriatim:— 

(i) Company's contribution towards 
Provident Fund : So long as it docs not 
exceed 10 per cent of the salary as laid 
down under the Income-Tax Rules, 
1962. 

(ii) Company's contribution towards 
Pension!superannuation Fund: So long 
as such contribution together with the 
contribution to provident fund do not 
exceed 25 per cent of a person’s salary, 
as laid down in the Income Tax Rules, 
1962. 

(iii) Gratuity: Payable in accordance 
with an approved fund and which does 
not exceed one-half month’s salary for 
each completed year of service, subject 
to a maximum of Rs 24,000 or 15 
months’ salary, whichever is less, i.e. 
as provided in section 10 (10) of the 
Income Tax Act, 1961. 

(iv) Medical benefits for self and 
family : Reimbursement of expenses 
actually incurred* the total cost of which 
to the company shall not exceed one 
month's salary in a year, subject to a 
maximum of Rs 5,000 per annum or 
three months' salary with a maximum 
of Rs 15,000 for a period of every three 
years of service. 

(v) Passage benefits : Passage bene¬ 
fits allowed to expatriate directors for 
self and family at reasonable intervals* 
but not more frequently than once a 


year by economy class or once in two 
years by first class. 

(vi) Leave Travel Concession: Actual 
fares, but not hotel expenses, etc allow¬ 
ed to Indian managing whole-time direc¬ 
tors /managers for self, wife and minor 
children once a year to and from any 
place in India. 

(vii) Leave: On full pay and allow¬ 
ances at the rate as allowable to other 
employees of the company, in terms of 
company’s leave rules, but not exceed¬ 
ing one month’s leave for every 11 
month’s service. In case of expatriate 
directors, however, the limit of one 
month can be relaxed upto 1 1/2 or 2 
months, having regard to the leave rules 
of the company. Leave accumulated 
but not availed of will not, however, be 
qllowed to be encashed. 

(viii) Any excess expenditure on the 
above perquisites beyond the limits speci¬ 
fied above as well as all remaining per¬ 
quisites will be subject to an overall 
ceiling of 1 /3rd of the salary!emoluments 
subject to a maximum of Rs 30,000 per 
annum in the aggregate. These per¬ 
quisites may inter alia include:— 

(a) Furnished/unfurnished residential 


(b) Free use of car: The monetary 
value of the perquisite will be evaluated 
as per Rule 3 (a) of the Income-Tax 
Rules, 1962. 

(c) Personal Accident Insurance: Of 
an amount the annual premium of 
which does not exceed Rs L000 

(d) Free telephone facility at resi¬ 
dence, etc. 

2. Reimbrusement of all entertain¬ 
ment and other expenses actually and 
properly incurred for the business of 
the company will not be treated as an 
item of remuneration, for the purposes 
of section 198 of the Act, It is, however* 
expected that having regard to its size, 
nature of business, etc., the companies 
will fix some upper ceiling within which 
such expenses will be incurred. 

3. The working directors of the com¬ 
pany are expected to attend meetings 
of the board of directors and of com¬ 
mittees thereof as a part of their normal 
duties for which they are being paid on 
a regular basis. As such, while approv¬ 
ing the appointment/re-appointment, 
etc. of such working directors, the Com¬ 
pany Law Board wifi not ordinarily 
allow payment of sitting fee to them. 


Wholesale Prices 


The wholesale prices as measured by 
the official index (with the year ended 
March 1962*= 100) advanced by 1.6 per 
cent to 178.7 during May 1970, when 
compared to 175.9 for the previous 
month. At this level the index was 
higher by 7.3 per cent when compared 
to that of May 1969. During the month 
under review'food articles’ advanced 
by 1.8 per cent to 202.9 ’industrial raw 
materials’ by 4.1 per cent to 195.2, 
’machinery & transport equipment’ by 
0.2 per cent to 142.9 , and ‘manufac- 
factures’ by 0.9 per cent to 150.4, 
while the index for ‘liquor and tobacco’ 
declined by 0.2 per cent to 186.6 and 
‘chemicals’ by 4.4 per cent to 184.5. 
The index for ‘fuel, power, light and 
lubricants': group remained unchanged 
at its previous month’s level of 160.2. 

Food Articles 

The index for ‘cereals’ sub-group ad¬ 
vanced by 0.4 per cent to 203.6 due to 
an increase in the prices of rice, bajra 
and maize. The prices of wheat, jowar 
and ragi, however, moved down. 
Higher prices of all pulses (except gram 
which moved down) pushed up the in¬ 


dex for ‘pulses’ sub-group by 0.6 per 
cent to 236.2. The index for ‘food- 
grains’ rose by 0.5 per cent to 209.5. 
At this level the index for ‘food grains’ 
was higher by 6,7 per cent when com¬ 
pared to that of a year ago. The index 
for ‘fruits and vegetables’ rose sharply 
by 13.3 per cent to 229.6 due to higher 
prices of all the items under this sub¬ 
group except onions which fell. The 
prices of both milk and ghee moved up, 
consequently the index for *milk and 
milk products’ registered a rise of 4.4 
per cent to 218.0. Owing to an increase 
in the prices of all the edible oils (except 
vanaspati, which stood stationary) the 
index for ‘edible oils’ sub-group went 
up by 3.9 per cent to 230.6. Lower 
prices of fish and meat brought down 
the index for ‘lish, eggs and meat’ by 
2.5 per cent to 193.8. The prices of 
eggs, however, advanced. The sub¬ 
group index for ‘sugar and allied pro¬ 
ducts’ recorded a rise of 0.7 per cent 
to 153.8 on account of higher prices of 
sugar and khandsari. The prices of gur, 
however, declined. Among ‘other food 
articles* the prices of black pepper, 
chillies, turmeric, cardamoms and 
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betdnuts declined while those of cum- 
min, coffee and salt moved up; conse¬ 
quently the index' - for this sub-group 
receded by 3.6 per cent to 188.1 during 
May 1970. 

Liquor & Tobacco 

The index for this group stood at 
186.6 in May 1970 as against 187.0 
for April 1970. The prices of tobacco 
raw showed a nominal fall. 

Fuel, power, light and lubricants 

The index for the 'fuel, power, light 
lubricants' group remained unchanged 
at its previous month’s level of 160.2. 

Industrial raw materials 

Higher prices of all the fibres (except 
hemp raw, which moved down), pushed 
up the sub-group index for ‘fibres’ by 
3.5 per cent to 169.7. The sub-group 
index for 'oilseeds’ rose by 6.4 per cent 
to 232.7 due to an increase in the 
prices of all the oilseeds (except cotton¬ 
seed which fell). The index for “mine¬ 
rals’ sub-group remained unchanged at 
its previous month’s level of 141.0. 
A fall in the prices of hides raw, skins- 
raw and rubber brought down the sub¬ 
group index for ‘othpr industrial raw 
materials’ by 0.7 per cent to 164.6. 
Hie prices of tanning materials and lac, 
however, went up. 

Chemicals 

The index for this group declined by 
4.4 per cent to 184.5 due to reduction 
in the prices of sodium hydrosulphite. 
The prices of soda ash and copper sul¬ 
phate, however, moved up. 

Machinery and Transport Equipment 

The index for 'machinery and trans¬ 
port equipment’ advanced by 0.2 per 
cent to 142.9 due to a rise in the prices 
of vehicles (motor cycle). 

Intermediate Products 

A rise in the prices of rayon yarn, 
zinc, lead and linseed oil was almost 
neutralised by a fall in the prices of 
copper and tin and the index for this 
group worked out to 174.4 as against 
174.3 for the earlier month. 

Finished Products 

The index for ‘textiles’ advanced by 
1.8 per cent to 143.4 on account of 
higher prices of jute manufactures 
(4 5.6 per cent to 160.9), cotton manu¬ 
factures (40.7 per cent to 139.2) and 
silk and rayon manufactures (4-0.9 
per cent to 117.6). Under cotton manu¬ 
factures, the prices of both cotton doth 
(mills) and handloom cloth rose. The 
indices of woollen manufactures and 
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coir mats and mattings remained sta¬ 
tionary at their previous month’s levels 
of 180.7 and 165.8 respectively. The 
sub-gronp index for 'metal products’ 
moved up by 0.9 per cent to 159.4 due 
to an increase in the prices of iron and 
steel manufactures. Higher prices of 
bricks and tiles and glass manufac¬ 
tures pushed up the index for 'non- 
metallic products’ sub-group by 1.3 per 
cent to 138.5. The ‘chemical products' 
sub-group rose by 0.9 per cent to 141.4 
on account of increased prices of paints 
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and varnishes and insecticides. The 
prices of dyeing materials, however, 
moved down. The index for 'oilcakes’ 
sub-group registered a rise of 1.1 per 
cent to 205.7. The sub-group indices for 
‘leather products’ 'rubber products', 
'paper products’ and 'misc: products’ 
remained unchanged at (heir previous 
month's level of 92.1, 157.5, 121.3 
and 119.7 respectively. On the whole 
the index for 'finished products’ ad¬ 
vanced by 1.1 per cent to 144.5 during 
May 1970. 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND 
SUB-GROUPS OF COMMODITIES 

(Base : 1961-62=100) 


Monthly Average %Increase (+) 

Group and Sub-group --or Decrease (—) 

May April May in May 1970 as 
1970 1970 1969 compared to 


April May 
1970 1969 


Food Articles 

202.9 

199.4 

189.3 

+ 1.8 

+7.2 

Food grains 

209.5 

208.5 

196.4 

+0.5 

+6.7 

Cereals 

203.6 

202.7 

192.8 

+0.4 

+6.0 

Pulses 

236.2 

234.9 

216.1 

+0.6 

+9.3 

Fruits and vegetables 

229.6 

202.6 

191.2 

+ 13.3 

+20.1 

Milk and milk products 

218.0 

208.9 

203.3 

+4.4 

+7.2 

Edible oils 

230.6 

222.0 

188.6 

+3.9 

+22.3 

Fish, eggs and meat 

193.8 

198.8 

194.3 

+2.5 

-0.3 

Sugar and allied products 

153.8 

152.8 

179.9 

+0.7 

—14.5 

Others 

188.1 

195.1 

155.9 

—3.6 

+20.7 

Liquor & tobacco 

186.6 

187.0 

201.3 

-0.2 

—7.3 

Fuel, power, light and lubricants 

160.2 

160.2 

153.1 

_ 

+4.6 

Industrial raw materials 

195.2 

187.4 

172.5 

+4.2 

+ 13.2 

Fibres 

169.7 

163.9 

157.6 

+3.5 

+7.7 

Oilseeds 

232.7 

218.8 

190.9 

+6.4 

+21.9 

Minerals 

141.0 

141.0 

128.0 

_ 

+ 10.2 

Others 

164.6 

165.7 

164.3 

-0.7 

+0.2 

Chemicals 

184.5 

193.0 

178.0 

-4.4 

+3.7 

Machinery and Transport equip- 


142.6 



ment 

142.9 

133.8 

+0.2 

+6.8 

Electrical machinery 

140.4 

140.0 

133.6 

+0.3 

+5.1 

Non-electrical machinery 

148.0 

147.9 

134.9 

+0.1 

+9.7 

Transport equipment 

136.1 

J35.4 

131.9 

+0.5 

+3.2 

Manufactures 

150.4 

149.0 

140.4 

+0.9 

+7.1 

Intermediate products 

174.4 

174.3 

153.8 

+0.1 

+13.4 

Finished products 

144.5 

142.9 

137.2 

+1.1 

+5.3 

Textiles 

143.4 

140.8 

135.7 

+1.8 

+5.7 

Cotton manufactures 

139.2 

138.2 

131.1 

+ 0.7 

+6.2 

Jute manufactures 

160.9 

152.3 

152.6 

+5.6 

+5.4 

Silk and rayon manufac¬ 




tures 

117.6 

116.5 

117.5 

+0.9 

+0.1 

Woollen manufactures 

180.7 

180.7 

168.9 

_ 

+7.0 

Coir mats and mattings 

165.8 

165.8 

159.8 

— 

+3.8 

Metal products 

159.4 

158.0 

149.2 

+0.9 

+6.8 

Non-metallic products 

138.5 

136.7 

132.8 

+1.3 

+4.3 

Chemical products 

141.4 

141.3 

135.8 

+0.1 

+4.1 

Leather products (shoes) 

92.1 

92.1 

93.9 


-1.9 

Rubber products 

157.5 

157.5 

156.5 


+0.6 

Paper products 

121.3 

121.3 

119.2 

_ 

+ 1.8 

Oilcakes • 

205.7 

203.5 

176.0 

+1.1 

+ 16.9 

Misc. products 

119.7 

119.7 

119.8 


+0.1 

All commodities 

178.7 

175.9 

166.5 

+1.6 

+7.3 


Source : Economic Adviser to the Govt, of TnH fr 
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INDEX NUMBERS OF INDUSTRIAL PRODUCTION 


(Base : 1960=100) 


1968 


1969 


1970 





Oct. 

Nov. 

Dec. 

Jan, 

Feb. 

General Index 








Seasonally adjusted 


161.1 

179.1 

172.8 

177.6 

182.5 

177.8 

Crude 


161.1 

172.4 

172.4 

187.6 

186.8 

174.7 

Mining and quarrying 


144.2 

145.1 

145.5 

157.9 

161.3 

154.4 

Manufacturing 


156.3 

166.5 

165.6 

182.0 

180.4 

168.5 

Food manufacturing industries 


108.4 

133.6 

134.9 

158.1 

163.4 

154.8 

Sugar (refined) 


84.5 

20.1 

124.1 

294.3 

337.7 

314.3 

Vanaspati 


140.4 

124.6 

149.2 

177.9 

141.4 

157.8 

Tea 


104.9 

188.3 

124.7 

46.9 

26.1 

22.9 

Coffee curing 


114.4 

25.1 

50.8 

35.2 

169.6 

221.2 

Cigarette manufacturing 


163.3 

153.6 

158.8 

168.5 

182.5 

157.5 

Manufacture of textiles 


112.5 

113.9 

104.1 

118.0 

116.4 

107.9 

Cotton textiles 


J11.7 

118.2 

104.7 

118.6 

118.5 

109.4 

Cotton spinning 


124.1 

147.7 

119.5 

135.8 

134.1 

124.5 

Weaving of cotton textiles 


96.2 

81.2 

86.1 

97.1 

98.9 

90.5 

Woollen textiles 


144.2 

162.1 

156.4 

165.1 

146.2 

146.2 

Jute textiles 


96.4 

81.0 

88.3 

96.0 

95.0 

85.6 

Paper and paper products 


185.0 

197.5 

209.2 

210.6 

219.5 

212.3 

Manufacture of paper 


186.8 

196.1 

208.3 

207.4 

219.2 

211.9 

Manufacture of paper board 


187.2 

216.9 

226.6 

242.0 

235.8 

227.3 

Rubber products 


202.1 

177.2 

211.4 

220.5 

206.3 

197.8 

Tyres and tubes 


227.6 

199.5 

250.4 

257.8 

* 241.9 

242.7 

Chemicals and chemical products 


197.4 

229.1 

228.8 

241.6 

261.2 

239.0 

Basic industrial chemicals (including fertilisers) 

265.8 

313.2 

325.0 

353.2 

334.4 

337.6 

Heavy organic chemicals 


241.8 

276.3 

323.5 

280.5 

305.5 

334.3 

Heavy inorganic chemicals 


270.2 

315.1 

326.6 

354.0 

360.3 

315.7 

Synthetic resins and plastics 


169.9 

159.7 

177.8 

188.9 

132.9 

123.0 

Synthetic fibres 


230.4 

238.4 

250.2 

262.8 

258.5 

228.4 

Dyestuffis mid dyes 


181.1 

206.2 

165.9 

221.2 

193.1 

192,3 

Fertilisers 


448.9 

596.7 

670.0 

706.1 

636.4 

763.0 

Paints, varnishes and lacquers 


117.1 

112.8 

111.1 

110.5 

110.5 

109.1 

Fine pharmaceutical chemicals 


154.4 

156.8 

156.5 

156.8 

156.8 

156.5 

Petroleum refinery products 


260.1 

263.2 

266.2 

307.7 

300.9 

291.6 

Non-metallic mineral products 


154.8 

187.0 

187.6 

200.4 

183.8 

180.5 

Cement 


152.3 

187.1 

186.4 

196.3 

173.4 

166.3 

Basic metal industries 


193.7 

211.8 

207.7 

223.4 

214.0 

204.7 

Iron and steel basic industries 


185.4 

204.6 

197.9 

209.1 

197.2 

192.0 

Non-ferrous basic metal industries 


238.5 

251.1 

260.8 

301.2 

305.2 

273.6 

Aluminium manufacturing 


400.5 

414.0 

435-4 

509.7 

516.5 

451.0 

Metal products 


181.2 

200.9 

209.1 

222.5 

230.1 

193.6 

Machinery (except electrical) 


327.6 

323.5 

340.9 

387.0 

342.9 

294.7 

Industrial machinery 


149.6 

125.9 

106.3 

118.8 

127.9 

108.5 

Electrical machinery 


277.5 

328.4 

322.5' 

391.2 

351.9 

343.8 

Communication equipment 


510.1 

678.9 

642.2 

832.8 

615.0 

602.2 

Motor vehicles 


149.5 

121.2 

116.9 

126.8 

162.2 

161.5 

Motor cycle and scooters 


395.8 

247.3 

525.4 

531.3 

667.8 

622.4 

Bicycles and tricycles 


182.7 

187.7 

179.5 

207.6 

185.0 

208.4 

Electricity 


266.6 

316.5 

310.5 

329.6 

325.1 

309.6 


Source : Central Statistical Organisation 
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RESERVE BANK OF INDIA 


(Rs lakhs) 


Friday 1969 1970 



July 25 

June 26 

July 3 

July 10 

July 17 

July 24 

Issae Department 

Notes held in banking department 

23,59 

45,75 

30,57 

19,90 

23,18 

19,94 

Notes in circulation 

3,553,16 

4,020,18 

4,048,45 

4,059,19 

4,008,37 

3,934,99 

Total notes issued 

3,576,75 

4,065,94 

4,079,01 

4,079,09 

4,031,55 

3,954,93 

Gold coin and bullion 

182,53 

182,53 

182,53 

182,53 

182,53 

182,53 

Foreign securities 

200,89 

401,42 

386,42 

386,42 

386,42 

386,42 

Rupee coin 

70,57 

54,45 

52,52 

52,59 

55,05 

58,43 

Government of India rupee securities 

3,122,76 

3,427,54 

3,457,55 

3,457,55 

3,407,55 

3,327,55 

Banking Department 

Deposits of central government 

51,98 

108.67 

65,55 

57,87 

60,57 

61,53 

Deposits of state governments 

13,36 

6,37 

7,90 

6,29 

8,11 

10,95 

Deposits of scheduled commercial banks 

176,44 

183,10 

180,89 

179,39 

184,80 

193,08 

Deposits of scheduled state co-operative banks 

9,54 

10,75 

8,99 

8,43 

8,62 

9,00 

Deposits of non-scheduled state co-operative banks 

59 

71 

79 

77 

72 

77 

Deposits of other banks 

22 

26 

25 

23 

20 

19 

Other deposits 

295,57 

94,70 

165,25 

160,99 

235,51 

i 160,82 

Other liabilities 1 * 1 

486,00 

634,21 

527,58 

513,63 

522,00 

520,29 

Total liabilities or assets 

1,033,70 

1,039,12 

957,20 

927,59 

1,020,53 

956,62 

Notes and coins 

23,66 

45,83 

30,64 

19,98 

23,26 

20,02 

Balances held abroad 

161,16 

105,28 

102,00 

100,35 

103,26 

94,69 

Loans and advances to: 

(i) Central government 

(ii) State governments 

57,16 

154,85 

87,00 

99,13 

108,80 

86,59 

i 

Loans and advances to scheduled commercial banks 

79,13 

291,54 

290,58 

254,14 

286,64 

227,81 

Loans and advances to state co-operative banks 

222,16 

238,79 

243,39 

234,66 

237,23 

243,78 

Other loans and advances! 

8,28 

13,96 

28,74 

28,33 

28,14 

28,16 

Bills purchased and discounted 

141,95 

10,23 

10,14 

8,17 

14,89 

13,76 

Investments 

301,27 

122,00 

102,09 

125,95 

170,64 

200,05 

Other assets 

38,94 

56,64 

62,61 

56,87 

47,68 

41,76 


Note:-—The gold reserves of Issue Department are valued at Rs 53.58 per 10 grams upto January 31, 1969 and at Rs 
84.39 per 10 grams there after. 

♦Including (i) paid-up capital of Rs 5 crores, (ii) reserve fund of Rs 80 crores upto January 31,1969 and of Rs 150 crores 
thereafter, the increase representing mainly the profit on revaluation of the Bank’s gold stocks, effected from February 1, 1969, 
in terms of the amendment to Section 33 (4) of the Reserve Bank of India Act, (iii) National Agricultural Credit (Long-term 
Operations) Fund of Rs 155 crores from July 4; 1969 and Rs 172 crores from July 3,1970, (iv) National Agriculltural Credit 
(Stabilisation) Fund of Rs 35 crores from July 4,1969 and Rs 37 crojres from July 3, 1970 and (v) National Industrial Credit 
(Long-term Operations) Fund of Rs 75 crores from July 4,1969 and Rs 95 crores from July 3, 1970. t Includes loan# and ad¬ 
vances to Industrial Development Bank of India from the National Industrial Credit (Long-term Operations) Fund. 
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(Rs lakhs) 


Friday 

1969 



1970 



July 25 

June 26 

July 3 

July 10 

July 17 

July 24 

1. Demand Liabilities * 







(a) Demand deposits 

(i) From banks 

110,98 

130,81 

133,91 

131,64 

127,74 

128,45 

(ii) From others 

2,088,77 

2,307,25 

2,318,38 

2,335,27 

2,359,80 

2,383,31 

(b) Borrowings from banks 

38.15 

22,63 

30,69 

28,51 

32,03 

37,22 

(c) Others 

126,65 

133,89 

133,12 

140,92 

140,77 

144.79 

2. Time Liabilities * 

(a) Time deposits 

(i) From banks 

73,24 

41,40 

41,46 

48,40 

46, r 9 

50,88 

(ii) From others 

2,595,07 

2,932,50 

2,946,33 

2,961,87 

2,964 42 

2.977,47 

(b) Borrowings from banks ^ 

11,10 

5,83 

6,70 

6,65 

6,10 

5,47 

(c) Others 

24,19 

29,87 

30,19 

30,57 

29,89 

28,72 

3. Aggregate deposits (1) (a) (ii)+(2Xa)(ii) 

4,683,83 

5,239,75 

5,264,71 

5,297,14 

5,324,22 

5,360.78 

4. Borrowings from Reserve Bank 

79,13 

289,06 

283,96 

253,33 

272.02 

287,55 

(a) Against usance bills and/or rremissory notes 

275,00 

131,77 

15.34 

145,28 

155,75 

112,42 

(b) Others 

52,13 

157,29 

126,62 

108,05 

116,27 

175,13 

5. Borrowings from State Bank and/or a notified Bank** 

and the state governments t 

57,14 

61,08 

56,53 

59,15 

* 57,82 

54,21 

6. Cash 

124,10 

164,36 

168,76 

154,08 

152,19 

152,39 

7. Balances with Reserve Bank 

170,59 

j 176,35 

194,18 

182,47 

188,22 

} 178,96 

8. Cash and balances with Reserve Bank 

294,68 

340,71 

362,94 

336,55 

340,41 

331,35 

9. 8 as % of 3 

6,29 

6.50 

6,89 

6.35 

6.39 

6.18 

10. Balances with other banks in current account 

46,47 

61,35 

60,58 

58,90 

\ 59,49 

55,21 

11. Money at call and short notice 

93,32 

49,34 

47,21 

55,30 

57,36 

67,11 

12. Investments in government securities 

|1,195,40 

1,187,59 

1,18,60 

(1,190,26 

1,202,24 

1,226,56 

13. 12 as % of 3 

25.52 

22.67 

22.58 

2.247 

22.58 

22.88 

14. Advances t 

(a) Loans, cash credits and overdrafts 1 

12,863,70 

3,472,09 

3,480,88 

3,487,99 

3,460,39 

3,466.09 

(b) Due from banks j| 

134,72 

50,86 

49,52 

43,35 

46,36 

48,24 

15. Inland bills purchased and discounted 

481,33 

582,66 

574,80 

614,06 

601,40 

570,12 

16. Foreign bills purchased and discounted 

|171,10 

f 172,89 

173,09 

171,73 

170,61 

166,62 

17. Total bank credit [(14) (a) +15+16] 

3,516,13 

4,227,64 

4,228,77 

4,273,78 

4,232,40 

4,202,83 

18. 17 as % of 3 

75.07 

80.68 

80.32 

80.68 

79.49 

78.40 


Note:—The date on Scheduled State Co-operative Banks are included from August 12,1966. * Data do not include 

borrowings of any scheduled State Co-operative Bank from state government and any reserve fund deposit required to be main¬ 
tained with such bank by any co-operative society within the area of operation of such bank. **lncludes borrowings from the 
Industrial Development Bank of India from January 2,1965 and borrowings from the Agricultural Refinance Corporation from 
April 1,1966. t Borrowings from state governments relate to scheduled state co-operative banks only. 

Source: Reserve Bank of India. 
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CONSUMER PRICE INDEX NUMBERS FOR INDUSTRIAL WORKERS 


Centre 

1960- 

61* 

1965- 

66 

1966- 

67 

1967- 

68 

1968- 

69 

1969- 

70 


1969 




1970 



Apr. 

Nov, 

Dec. 

Jan. 

Feb. 

Mar. 

April May 

All-Indlaf 

124 

169 

191 

213 

212 

(1949= 

215 

= 100) 
208 

215 

215 

215 

215 

218 

220 

— 

All-India 





(1960=100) 
174** 177 

171 

177 

177 

177 

177 

179 

181 


Ahmcdabad 

102 

130 

148 

168 

165 

169 

164 

167 

167 

170 

170 

171 

174 

— 

Alwaye 

102 

145 

158 

183 

198 

197 

193 

193 

191 

187 

192 

193 

196 

— 

Asansol 

97 

140 

145 

J68 

176 

178 

173 

180 

178 

177 

176 

180 

183 

_ 

Bangalore 

101 

144 

159 

172 

180 

183 

180 

182 

181 

182 

180 

181 

180 

— 

Bhavnagar 

101 

132 

152 

173 

176 

178 

172 

178 

178 

182 

183 

184 

185 

— 

Bombay t 

100 

130 

147 

162 

167 

175 

171 

174 

174 

175 

175 

176 

179 

180 

Calcutta 

97 

131 

148 

163 

170 

172 

168 

178 

175 

170 

170 

172 

173 

— 

Delhi 

101 

136 

152 

172 

178 

185 

178 

185 

186 

186 

187 

190 

190 

191 

Digboi 

103 

158 

160 

198 

185 

180 

177 

180 

180 

181 

180 

180 

181 

— 

Gwalior 

103 

139 

160 

191 

179 

184 

173 

182 

184 

186 

188 

189 

188 

— 

Howrah 

98 

137 

154 

178 

181 

176 

174 

179 

179 

175 

173 

177 

178 

— 

Hyderabad 

102 

140 

158 

167 

173 

185 

180 

184 

182 

185 

182 

184 

183 

— 

Jamshedpur 

98 

136 

158 

183 

171 

170 

165 

173 

168 

167 

169 

173 

176 

— 

Monghyr 

103 

151 

187 

215 

185 

188 

171 

188 

188 

188 

194 

201 

206 

— 

Mundakayam 

101 

138 

152 

173 

186 

191 

182 

189 

188 

191 

191 

190 

193 

— 

NappurJ 

96 

138 

148 

164 

165 

176 

169 

175 

179 

181 

180 

181 

181 

184 

Saharanpur 

101 

141 

163 

188 

176 

181 

178 

179 

181 

180 

182 

187 

185 

— 

SholapurJ 

99 

128 

150 

165 

167 

176 

171 

178 

179 

181 

180 

180 

180 

182 


■“Relates to the period January to March 1961 except for all-India (1949=100). 

tRclates to interim series for working class discontinued from August 1968. The figures from August 1968 are, however, 
estimated on the basis that 100 of the series with base I960-—100 equals to 121.54 of the interim series. 

X For the period from January 1961 to September 1965 the indices in the old series have been shifted arithcmetically to 1960 
base by using appropriate conversion factors taking into acoount the corrections carried out by the Maharashtra Govern¬ 
ment in the light of the recommendations of the Expert Committee. The figures for 1965-66 are averages worked out 
from estimated figures for April to September 1965 and figures on original base for October 1965 to March 1966. 

‘“"'Average of 8 months from August 1968. 

Source : Labour Bureau, Government of India. 

CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 


(1960=100) 


Centre 

1960- 

61* 

1965- 

66 

1966- 

67 

1967- 

68 

1968- 

69 

1969- 

70 


1969 



1970 


Mar. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

Mar. 

All-India 

100 

132 

146 

159 

161 

167 

161 

168 

167 

168 

168 

168 

170 

Bombay 

99 

132 

142 

153 

156 

162 

155 

165 

162 

162 

160 

162 

164 

Delhi-New Delhi 

100 

131 

142 

154 

162 

J68 

165 

169 

168 

167 

169 

168 

172 

Calcutta 

98 

126 

139 

152 

156 

162 

154 

165 

165 

165 

162 

162 

164 

Madras 

103 

133 

147 

154 

154 

161 

154 

160 

161 

162 

165 

166 

164 

Hyderabad—Secunderabad 

101 

133 

147 

155 

159 

167 

162 

167 

168 

168 

169 

168 

168 

Bangalore 

102 

133 

145 

156 

160 

164 

160 

165 

164 

164 

165 

165 

166 

Lucknow 

100 

132 

146 

159 

156 

161 

157 

163 

160 

160 

161 

162 

165 

Ahmedabad 

100 

131 

146 

160 

162 

168 

163 

169 

165 

168 

168 

167 

170 

Jaipur 

101 

133 

150 

162 

168 

176 

168 

178 

176 

176 

176 

177 

178 

Patna 

99 

139 

160 

179 

174 

180 

176 

181 

181 

180 

181 

181 

186 

Srinagar 

105 

134 

143 

160 

167 

174 

170 

174 

174 

175 

176 

176 

179 

Trivandrum 

103 

131 

146 

165 

168 

172 

166 

172 

172 

173 

174 

173 

172 

Cut tack—Bhubaneswar 

100 

142 

154 

164 

167 

169 

164 

170 

171 

171 

168 

165 

169 

Bhopal 

102 

133 

144 

166 

166 

172 

166 

175 

173 

171 

172 

172 

173 

Chandigarh 

101 

129 

143 

155 

164 

171 

169 

172 

171 

171 

172 

173 

174 

Shillong 

101 

123 

134 

155 

163 

164 

163 

162 

161 

162 

161 

161 

160 


"■Relates to the period January to March 1961. Source : Central Statistical Organisation. 
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a popular stylist 


his styles are the dream; 

he lends the town a - hooting; 
his models are the cream; 

“ " GWALIOR SUITING 

QWAUOR SUITING'MEN ARE MEN WHO HAVE AN EYE OF ORIGINALITY 

AVAILABLE IN DELHI AT: 

Mills' Retail Depot. A-25, Connaught Place; Sylco, 11-E, Connaught Place; BhagirathniaJ A 
Sons, Opp. Bank of India. Chandni Chowk; Rajkamaf Emporium. 113 -E, Kami* Nagar and other 
leading stores. 

DISTRIBUTORS t Hariram Banarsidass, Katra Maya ; Gupta Bros., Katra Naya; Nandlal 
Hamarain, Chandni Chowk; Pindidass Shani A Sons, Katra Ashrafi; S. R. Traders, Katra Moti ; 
Kaiasingh A Sons. Katra Subhash; Lucky Silk Store, Katra Rat hi;. Anand Prakash A Sons, 
Na! Sarak: Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnarain. Katra Mgrwart; 
Sumer Chend Jain. Katra Shahaashahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
K«ua Naya. Chandni Chowk. Delhi 

AGENTS ; Gangabishan Bhasln. Krishan Gall. Kami Neel; S. K. Traders, Katra Neel, 
Chandni Chowk. Delhi, 





The Problem of Price Stability: S. P. Godrej 
Whither Government? : r. V. Mur thy 
VTourism in S-E Asia: Homi J.H. Taleyarkhan 
glThc Success Story of GDR: e. b. Brook 
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YESI 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 




lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
In every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a, wide range of 
sections—rods, bars, angles,'channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so I Please write to: 


HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works. Ronukoot, U.P. 
Offices. BOMBAY 
OCCHI-CALCUTTA-MADRAS 



m 



















AUGUST 21,1970 


Dragged Control . 307 

A Political Strait . 308 

Incentives in West Bengal 309 

Promotion of Rnral Industries .. 310 

The Problem of Price Stability 
—S.P. Godrej . 311 

Whither Government? 

—R. V. Murthy . 312 

Training of University Administrators 
—R. P. Puri. 313 

Tourism in S-E Asia 

—Homi J.H. Taleyarkhan .. 321 

PROM THE PRESS GALLERY .. 324 

Fourth Plan Assailed. 

WINDOW ON THE WORLD .. 328 

Goodbye to Welfarism! 

The Success Story of GDR. 

Romania Looks Out. 

THE MOVING FINGER WRITES 333 

TRADE WINDS . 336 


Small Car; Allocation of Cotton; 

Forward Trading in Gur; Textiles for 
West Africa; Indo-Czechoslovak Meet; 

Machine Tools Seminar; Conference 
on Shipping; Interocean Congress; 

French Assistance; BO AC's Guide; 
Lufthansa's Biggest Cargo; IDBI 
Branch; Farm Wealth Tax; Japan's 
National Income; RBI Directive With¬ 
drawn; Increased Paper Production; 

Names in the News. 

COMPANY AFFAIRS 339 

India Tobacco Company; Oriental 
Fire; Jiyafeerao Cotton; Indian Iron; 

Shriram Bearings; Andhra Bank; Tea 
Companies Merge; Cox and Kings; 

United Commercial Bank; Rohit Pulp; 

Wellman Incandescent; Indian Orga¬ 
nic; Mcttur Chemicals; Universal 
Cables. 

COMPANY MEETING 341 

The South Madras Electric Supply 
Corpn. Ltd. 

READERS’ ROUNDTABLE .. 342 

The 'Generalist* and the 'Specialist*. 

RECORDS AND STATISTICS .. 343 

Foreign Companies 


ANNUAL SUBSCRIPTION 
INLAND : Rs. 85.00 
FOREIGN : £7-04 or 817-00 
Airmail A Advertisement Rates 
on Enquiry. 

REGISTERED OFFICE 

UU> Bank Building, P.fiox 34, 
Parliament Street, New Delhi !. 


DRUGGED CONTROL 

The other day, soon after manufacturers had announced revised prices following 
the government's order seeking to regulate the prices of drugs and pharmaceuticals, 
I happened to say to a senior official of the Finanoe Ministry that the industry 
should be having a quiet laugh at the expense of the Ministry of Petroleum and 
Chemicals. This remark provoked the rejoinder that this might possibly be so, but 
still the last laugh might not be with the industry. This argument, I am sure, has 
also occurred to the officials of the Ministry of Petroleum and Chemicals. 1 won¬ 
der, however, how much consolation or comfort the Minister, Dr Triguna Sen, him¬ 
self is able to derive from such thoughts. 

When Dr Sen disclosed bis Ministry's intentions to try to obtain a reduction 
in the prices of drugs and pharmaceuticals, public opinion and the press generally 
expressed their sympathy and support for his plans. This clearly showed 
that, when the government sincerely attempted to regulate industries in a legitimate 
way for the benefit of the people, it could count on wide and informed support for 
its actions. If, therefore, the same public opinion and the press have now become 
critical of the actual consequences of the government's intervention in the pricing 
policies of the drug industry, it is dearly because the Ministry of Petroleum and 
Chemicals has bungled its job. Its regulatory moves, instead of bringing relief 
or benefit to consumers, has resulted in the public having to pay more than it did 
before for a wide range of essential medicines, many of which are in daily use. 

So very obvious have been the adverse consequences of the government’s inter¬ 
vention that, within a short period of its original control order, the Ministry of 
Petroleum and Chemicals has been forced by criticism in Parliament and outside to 
N take further powers to prohibit the increases which have taken place in the prices 
of some drugs and pharmaceuticals. In order to achieve this purpose, the govern¬ 
ment has vetoed the higher prices announced by manufacturers as part of their 
revised price structures. While this is an unavoidable step in the circumstances, 
if is obvious that there are possibilities of the production of the affected drugs 
and pharmaceuticals being dislocated, stocks going underground or other malpra- 
ticcs emerging to the detriment of the public. The mess, in other words, looks like 
getting messier before it is at all cleaned up. 

Why has the Ministry of Petroleum and Chemicals so miserably failed in excu- 
ting a policy which is legitimate in itself? In my view, the explanation, in the 
main, seems to be that the ministry erred in attacking frontally the profits of the 
industry for the purpose of regulating its prices. Because it was obsessed with 
the notion that the industry was making excessive profits, it abandoned the simple 
and direct method of negotiating for reasonable reductions in the prices of specified 
essential drugs or popular medicines in favour of a more dramatic general assault 
on profit patterns in the industry. A manoeuvre of this kind was bound to fail 
given the high degree of sophistication of the industry concerned and the limitations 
of the governmental apparatus. 

There have been speculations of all kinds about the ministry's sins of commis¬ 
sion and omission. It has been suggested, for instance, that the drug industry has 
been presuaded to make contributions to the coffers of the ruling party There have 
been insinuations about the conduct or even complicity of individual officials of the 
ministry concerned. 1, however, doubt that there had been such sinister goings-on. 
Die allegations in question may be relevant only to the exteut that they reflect the 
prevailing public view of the integrity of political parties or the administration. As 
I have suggested earlier, the government has brought this embarrassment on itself 
merely because of its blind prejudice against profits as such. It is true that the regu¬ 
lation of prices and the regulation of profits are inter-related. But this is no justi¬ 
fication for an unreasoned attack on profits as such which are not a creature ex¬ 
clusively of prices. Especially in an industry manufacturing a wide range of pro¬ 
ducts, the p ricing of individual preparations is determined by a complex series of 
considerations and it is a fairly well-known trade practice to price some products 
higher so that other products may be sold at lower prices, it is because the 
Ministry of Petroleum and Chemicals either ignored or was ignorant of this 
situation that it created a set of circumstances in which the drug and phar¬ 
maceutical industry found it necessary to raise the prices of some products 
so that it could make up for reductions effected in the prices of other products. 
This contigency was not difficult to foresee and it could have been avoided if only 
the Ministry of Petroleum and Chemicals had been content to adopt the relatively 
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simple approach of negotiating 
foi reduction in t|ie prices of drugs 
and pharmaceuticals which were 
either essential or were in common 
use, 

Now’ that the ministry has had its 
face blackened publicly by the drug and 
pharmaceutical industry, it is in i's own 
interest to agree to or even ask for a 
strict investigation to be conducted into 
the question of responsibility, starting 
with the cabinet minister concerned. 
Dr Sen has been credited with a sense of 
detachment where his tenure in the 


'While the controversy between dis¬ 
passionate critics who fail as yet to 
see any verifiable evidence that basic 
social purpose is being advanced by the 
nationalised banks and the incorrig¬ 
ibly committed champions of bank 
nationalisation who point to the fact 
that almost all the 14 nationalised 
banks have earned higher gross profits 
during 1969 in spite of increased expen¬ 
diture on their extensive branch expan¬ 
sion programme as a proof of efficiency, 
is still to subside, the new union Finance 
Minister, Mr Y. B. Chavan, has come 
out with his novel idea of differential 
rates of interest to individual borrow¬ 
ers which has shocked not only some 
socialist economists but triggered off 
yet another controversy. 

But this is not as surprising as 
the unquestioned acceptance of 
the suggestion and the indecent 
haste with which a committee 
representing the Banking Department 
of the union Finance Ministry, the 
Reserve Bank of India and the nation¬ 
alised banks has already been set up to 
work out the details of a scheme for 
implementing the suggestion. No less 
surprising are certain comments in the 
press, which, while describing the 
principle as ‘misconceived” or “ill- 
conceived” have themselves proceeded 
to offer alternatives which are equally 
offensive to sound principles of bank¬ 
ing. What these quarters seem to for¬ 
get is that, while concessional credit 
facilities for productive purposes is justi¬ 
fiable, cheap credit for purposes of social 
uplift or relief work is not good bank¬ 
ing. 

It may be all right for a politician 
who has only custodians to face cava¬ 
lierly to ignore the view that all such 
financing is essentially uneconomic, but 
a practical banker who has to meet the 
growing demands of clients whose cre¬ 
dit expectations have been unduly 
roused has perforce to be relatively 
more circumspect. And the fact that, 
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cabinet is concerned. He cannot there¬ 
fore have any personal objection to this 
course. It may be contended that there 
is no way of assigning authority, respon¬ 
sibility or accountability in an adminis¬ 
trative system in which every one is 
somewhat responsible for everything and 
nobody is completely responsible for 
anything. But it is precisely because 
such assumptions have worked havoc 
with concepts of competence and integ¬ 
rity in government that an attempt 
should be made now aud then to ex¬ 
amine, however imperfectly, the perfor¬ 
mance of the machine. 


for the first time since 1962-63, bank 
credit expansion during the first year 
of nationalisation has exceeded the 
increase in deposits cannot but make 
them circumspect. 

The public reactions to the suggestion 
regarding differential rates of interest 
on bank lending are as significant as 
they are interesting. Take, for example, 
the more or less general reaction that 
what the situation demands today is 
not so much cheaper credit as more 
abundant supply of credit. Practically 
everyone who advances this view seems 
to feci convinced that the prevailing 
rates of interest on bank advances (9 to 
10 per cent) even those on advances 
against certain commodities in short 
supply such as cotton, oilseeds and 
vanaspati (12 per cent), are, to use a 
hackneyed phrase, no more than what 
the traffic can bear. In this context, the 
insistence of Mr Chavan on more rapid 
and larger deposit mobilization is 
quite pertinent, though not some of the 
means he suggested. Among others, the 
union Finance Minister wanted the cus¬ 
todians of the banks to “involve the 
local revenue and developmental agen¬ 
cies of state governments m the gigantic 
effort for increasing the deposits’*. As 
Prof P. J. Shroff, President of the All- 
India Bank Depositors’ Association, 
rightly remarked at a press conference 
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in Bombay, “This kind of involvement 
of . the local and developmental agencies 
will extend the vicious principles of the 
bureaucratisation of the banks and will 
open the flood-gates of harassment and 
persecution for the local inhabitants”. 

Another reaction has been that the 
Finance Minister’s suggestion is “a 
cheap political stunt” intended to 
build the government’s image by a 
“carefully selected” channelling of 
credit, which is one more insidious form 
of official patronage. If implemented, 
it is argued, this will accentuate corrup¬ 
tion (its existence has now been openly 
admitted) in the sphere of banking. 
Worse still, casting the onus of giving 
loans at differential rates on bank 
managements will expose them to coer¬ 
cive tactics by the unscrupulous political 
and trade union leaders for grant of 
loans to their proteges. 

Serious students of economics, some 
even of the socialist hue, have question¬ 
ed the rationale behind the differential 
interest rates proposal. Their understan¬ 
dable anxiety is the probable effect of 
such a policy on the pattern of invest¬ 
ment already envisaged by our plan¬ 
ners. If, as is being contemplated, the 
affluent sections are to be discouraged 
to invest—which is what a stiff increase 
in the rates of interest charged on bank 
advances to these sections would mean— 
and they refrain from investing, will not 
the already drawn-up pattern of invest¬ 
ment be distorted ? Even a v s it is, these 
sections are not being allowed to feel 
very enthusiastic about taking on more 
commitments, thanks to the govern¬ 
ment’s new licensing policy. Granting, 
for argument’s sake, that they are made 
to invest even after borrowing from the 
banks at stiffer rates of interest, what 
will be the effect on prices, consump¬ 
tion and exports ? Arresting the inevit¬ 
able upward trend in prices, as a cartoon 
by Laxman put it impliedly, is not 

2 uite so simple as arresting people. 
Consumer resistance has been m evi¬ 
dence sufficiently. And the highly com¬ 
petitive world markets are relentless. 
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even to exports from a socially motiva¬ 
ted India. \ 

Reference has been made earlier to 
certain alternative suggestions in the 
press by those that have criticised Mr 
Chavan’s differential interest rates pro¬ 
posal. The Hindustan T’mes, for instance, 
speaks of a variant—an escalating rate 
of interest for different “slabs” of 
borrowing. “This”, it is said, “will pro¬ 
vide cheaper credit to smaller borrowers, 
while larger borrowers will automatically 
pay higher rates of interest on higher 
slabs”. Commerce also has suggested 
an alternative. An “alternative recourse, 
which we would strongly suggest”, 
according to this journal, “is to raise 
the interest rates charged for the more 


Incentives in 

Whether the scheme of incentives 
announced recently by the present re- 

f pme in West Bengal succeeds in stimu- 
ating industrial growth or not, credit 
should be given to it for taking the ini¬ 
tiative in this regard. The United Front 
government did nothing to encourage 
industrial development. On the other 
hand, the adverse impact of its mis¬ 
conceived {policies is felt acutely even 
now and will continue to be felt for a 
long time. Mr Jyoti Basu, when he was 
Dqputy Chief Minister, lamented that 
West Bengal was being turned into a 
desert because of the lack of industrial 
expansion and the shifting of many 
business offices to other states. At the 
entrance to IS, India Exchange Place in 
Calcutta, which, until last February 
housed the head offices of Birla Bro¬ 
thers, a petty tea shop is now function¬ 
ing, which shows how the UF rule suc¬ 
ceeded in shaking the confidence even 
of dynamic and daring entrepreneurs 
who have contributed substantially to 
the economic development of West 
Bengal. It will therefore be no easy 
task for the Governor’s advisers to un¬ 
do so soon the mischief done by the 


affluent agriculturists and those compa¬ 
nies which have the financial capacity 
to pay charges to their directors for 
their personal guarantees”. With Hue 
deference to both these papers, we must 
point out that the objection to their 
alternatives is the same as to Mr 
Chavan's suggestion, namely that they 
too seek to allocate credit t»> individuals 
in terms of the degree of their respective 
affluence, which is at once unethical and 
unsound, besides being fraught with 
grave risks. This is not the same as the 
system of differential lending rates that 
we now have. The basis here is not dis¬ 
criminatory as between individuals— 
and this is very important—but only as 
between sections and as between pur¬ 
poses which is perfectly rational. 

West Bengal 

able to units paying as sales tax a mini¬ 
mum sum of Rs 25,000 per year. The 
sales tax and entry tax leviable on capi¬ 
tal equipment acquired by a new unit 
between April 1, 1970, and March 
'31, 1972, will be refunded. The octroi 
leviable on raw materials imported 
direct will also be refunded. The govern¬ 
ment will assist new industries to obtain 
capital from the financial institutions. 
Land will be made available on long¬ 
term lease at new growth centres on 
condition that the industry will be set 
up within the prescribed period. The 
government has also agreed to bear a 
part of the cost of any feasibility report 
that may be prepared for starting a 
unit. 

These incentives will be available to 
units with a capital investment of not 
more than Rs 100 lakhs. Units with a 
capital investment of Rs 10 lakhs or 
more will not normally qualify unless 
they employ more than 50 workers, 
have in their supervisory cadre a num¬ 
ber of technical degree or diploma 


holders, representing not less than 5 
per cent of the total number of work¬ 
ers, and agree to employ one or more 
officers from the panel of experts as the 
state government may decide in each 
case. These incentives are valid up to 
August 1973. 

As compared to many other states, 
the incentives announced by the Gov¬ 
ernment of West Bengal do not seem 
quite attractive. Moreover, the West 
Bengal government has not clearly indi¬ 
cated its intentions. For instance, 
it says that the government may bear 
“a part” of the cost of any feasibility 
report of a project. The Government 
of Maharashtra, on the other hand, has 
categorically stated that it will contri¬ 
bute 75 per cent towards the cost of a 
feasibility study done through an ap¬ 
proved agency. The Government of 
West Bengal says that steps will be taken 
to assist new industries to obtain capital 
from the financial institutions. The 
Government of Maharashtra is more 
specific. It says that the State Industrial 
and Investment Corporation of Maha¬ 
rashtra will assist industries by under¬ 
writing or direct participation in equity/ 
preferential capital, by giving term- 
loans for medium and large industries, 
and by guaranteeing loans granted by 
other financial institutions. Most state 
governments offer a rebate on the elec¬ 
tricity tariffs for new industries. But 
West Bengal does not seem to have 
made up its mind yef. on this subject. 

Though West Bengal’s incentives may 
not be as attractive as those offered by 
other states, they can yet contribute to 
some extent for industrial revival pro¬ 
vided the government tones up its 
machinery and sincerely seeks the co¬ 
operation of the private sector. The 
central government and the Govern¬ 
ment of West Bengal should realise that 
the most effective way to stimulate the 
growth of small industries is by giving 
the utmost encouragement to large- 


previous government and create a con¬ 
genial climate for investment. Never¬ 
theless, the advisers have acted com- 
mendably in announcing a series of in¬ 
centives to encourage the growth espe¬ 
cially of small-scale industries. 

The incentives offered are the follow¬ 
ing : Preference of 15 per cent in price 
will be given in all government pur¬ 
chases from the small industries. Sales 
tax paid on raw materials purchased or 
on finished products made by a new unit 
will be refunded by way of loan, subject 
to a maximum of 8 per cent of the paid- 
up equity capital per year foi; five years. 
The loan will be interest-free if repay¬ 
ment is made in five annual instalments 
at the end of 15 years and will be avail- 


INDUSTRIAL EMPLOYMENT & MAN-DAYS LOST IN WEST BENGAL 




Employment 


Total Man- 
days lost 

Year 

Factories 

Plantations 

Mines 

Total 

1951 

6,54,901 

2,65,064 

95,849 

9,15,814 

4,30,040 

1956 

6,82,297 

2,02,446 

1,11,004 

9,95,747 

1,809,934 

1961 

7,39,279 

1,93,511 

1,25,000 

10,57,790 

2,051,012 

1965 

9,10,191 

1,91,702 

1,29,241 

12,31,134 

1,362,568 

1966 

8,39,978 

1,91,593 

1,25,000 

11,56,571 

2,754,447 

1967 

8,32,000 

1,87,612 

1,22,000 

11,41,612 

6,118,816 

1968 

8,17,000 

1,83,000 

1,11,000 

11,11,000 

6,722,548 

1969 

8,24,606 

2,00,000 

1,04,535 

7,29,141 

10,273,294 
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scale Industries. The opportunities and 
the resources are there and entrepre¬ 
neurs also are willing to invest. But 
what is missing is the psychological in¬ 
frastructure. The leaders of West Ben¬ 
gal continue to think always in terms of 
bandhs, mass movements, and demons¬ 
trations, little realising their effect on 
the morale of businessmen and 
making the revival of confidence most 
difficult. They have been creating an 
impression in recent weeks that the most 
urgent problem facing West Bengal is 
not the restarting of closed factories or 
the setting up of new ones but the with¬ 
drawal of the Central Reserve Police! 
Even government employees, students 


and teachers have put this forward 
as one of their major “demands". 
No leader whether of the Right or the 
Left has commented on the incentives 
offered by the government for indus¬ 
trial growth. If they are really sincere in 
helping West Bengal to prosper they 
should constructively co-operate with 
the government and the private sector 
and see how best and fast the economy 
of the state can be brought back once 
again to function with vigour. They 
should ponder over the figures given in 
the table on page 310 showing the fall 
in employment and the extent of 
labour unrest to which they have made 
no small contribution. 


Promotion of Rural Industries 


It needs more effort to lift an econo¬ 
mically backward area out of poverty 
and stagnation than to draft fancy plans 
on paper. A determined bid to change 
the pattern of production and attitudes 
of people means a real confrontation 
with problems, as was demonstrated at 
a seminar held earlier this year at 
Anantapur district in the Rayalaseema 
area of Andhra Pradesh, which is con¬ 
sidered to be an economically backward 
region. The seminar organised by the 
District Collector and the Department 
of Industries of Andhra Pradesh govern¬ 
ment was attended by the union Deve¬ 
lopment Commissioner for Small 
Industries, the Small Industries Service 
Institute and state industrial develop¬ 
ment corporation, the state financial 
corporation and the state mining corpo¬ 
ration. It spotlighted a number of handi¬ 
caps that thwart the growth of industry 
in rural areas. It discussed in detail the 
problems relating to raw materials, 
finance and extension of communica¬ 
tions to the small-scale sector. 

There was a general agreement on the 
fact that small-scale industries play a 
significant role in correcting regional 
imbalances as well as providing rural 
employment and it was felt that ade¬ 
quate efforts were not being made to 
further the cause of industries in the dis¬ 
trict of Anantapur. Perhaps the most 
common problem faced by the small 
units has been the non-availability of* 
raw materials at the time of requirement. 
The discussion at the seminar suggested 
that the union government should be 
persuaded to adopt a liberal attitude 
towards the demands of this area and 
increase the supply of sheets, sheet cut¬ 
tings, stainless steel and wires. As a 
result of the shortage of raw materials 
several units engaged in the manufac¬ 
ture of consumer semi-durables worked 
at less than 26 per cent capacity. 

A practical approach suggested at the 
seminar was to take up schemes for 


which raw materials were available in 
abundance in this area. The seminar 
identified that the region has sufficient 
quantity of tamarind leaves out of which 
tartaric acid can be extracted on small- 
scale basis. Solvent extraction of groun¬ 
dnut oil from groundnut cake and extrac¬ 
tion of oils such as jasmin, ajawan and 
podina oils can be encouraged. Similarly 
particle board industry can be establish¬ 
ed to use groundnut hull and rice husk. 
Suggestions were also made for the 
manufacture of ragi malt, edible cotton¬ 
seed flour and protein isolate. 

There was a fairly enlightened dis¬ 
cussion on the problems of financing 
the small-scale sector and it was noted 
that most of the units beyond the metro¬ 
politan area were located at a long dis¬ 
tance from any bank, and therefore 
deserved some other sources of finance. 
Even institutions other than banks 
offered more than 70 per cent of the 
total credit to small-scale units esta¬ 
blished in metropolitan centres alone. 
It was urgued that immediate need exist¬ 
ed to diversify the offer of credit to en¬ 
sure a dispersal of industries among 
rural small entrepreneurs. 

In spite of the unanimity of opinion 
emphasising the provision of finance for 


small units it will be pertinent to indi¬ 
cate' that the medium-sized industry 
which generates sizable quantity of out¬ 
put and creates steady employment 
should not be ignored. It is the medium- 
sized industry which attracts working 
force from adjoining villages and main¬ 
tains a steady communication with the 
urban areas thereby providing an assur¬ 
ed marked for the locally produced raw 
materials. It would, therefore, be unfair 
to suggest that metropolitan units 
should not be encouraged with loans 
and other facilities. 

It was also suggested that in the case 
of backward areas the National Small 
Industries Corporation should dis¬ 
pense with the six per cent service 
charge or, alternatively, the state go¬ 
vernment should subsidise a part of it 
in the interest of development in the 
rural areas. It may, however, be added 
that the participants in the seminar went 
a little too far in suggesting that the 
banks should take a more liberal view 
of the working capital requirements of 
small-scale industrial units. While it will 
be reasonable to expect a reduction in 
the rate of interest or suspension of ser¬ 
vice charge, an attitude of liberal dis¬ 
tribution of credit may prove harmful 
because in the latter case less economi¬ 
cal units are likely to take advantage 
of the availability of finance and involve 
public funds in wasteful avenues. 

It was rightly recorded that the pro¬ 
cedures requiring verification and other 
preliminaries regarding the provision 
of loan were quite cumbersome. Conse¬ 
quently the group recommended the 
adoption of a simplified performa for 
loans in rural areas. The seminar also 
discussed the overall attitude of various 
officials towards the small-scale units 
in the rural sector and it was pointed 
out that official outlook should change 
from one of ‘regulation’ to ‘promotion’ 
of entrepreneurship. In fact it will be 
more valuable to appoint extension 
officers after sufficient training so that 
they can guide the prospective entre¬ 
preneurs in starting new industries. 
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The Problem of Price Stability 

S. p. GODREJ 

President, Indian Merchants’ Chamber 


The increase in wholesale prices of the 
order of 5.2 per cent since the begin¬ 
ning of the year brings into sharp 
focus the need for ensuring price sta¬ 
bility as an essential condition for 
development in the fourth Plan period. 
Although the price index in the middle 
of July* which marks an increase of 3.5 
per cent over that of the corresponding 
week in July last year, is not high in 
relation to the sharp price increase in 
the mid-sixties, it will be injudicious to 
take a complacent view that it was 
only a seasonal occurrence and does 
not require effective action. The Fi¬ 
nance Minister has rightly under¬ 
scored the importance of the problem 
of rising prices to curb which he gives 
topmost priority. 

Perplexing Situation 

It is rather perplexing that the 
wholesale price index should have 
moved upwards when conditions which 
normally go to push up prices are 
either absent or not strong. Three 
successive years of increasing output 
of foodgrains have removed the 
major cause .which raised prices in the 
years after the drought. In 1966-67, 
while the wholesale price index rose by 
16 per cent, the increase in the prices of 
food articles was 18 per cent. In 1967- 
68, a 21 per cent increase in the prices 
of foodgrains pushed the wholesale 
price index up by 11 per cent. By con¬ 
trast, the 3.5 per cent increase in the 
whole sale price index this year re¬ 
flects an increase of 1.3 per cent in the 
prices of food articles, 3.6 per cent 
in the prices of industrial raw materials 
and 7.8 per cent in prices of manu¬ 
factures. In fact, prices of certain 
cereals such as wheat, jowar and bajra 
are a shade lower while the high 
prices of rice in certain areas are more 
on account of restrictions on its mo¬ 
vement. In view of the prospects of a 
good monsoon this year, rood pro¬ 
duction is likely to reach the target of 
106 million tonnes and food prices will 
no longer be a price-accentuating fac¬ 
tor. 

Deficit financing, the villain of the 
piece in price rises of the past years, is 
no more a major cause, as the Fi¬ 
nance Minister pointed out in the Lok 
$abh&. The actual deficit financing 


during last year was only Rs 58 
crores as against the budgeted figure 
of Rs 290 crores and the combined 
deficit of the union and the states 
was only Rs 49 crores. It is likely 
that the fall in the deficit is partly due 
to the shifting of the burden of expen¬ 
diture on items like food procurement 
to the nationalised banks, and not so 
much a result of budgetary discipline 
by the governments which have in¬ 
creased the allowances and salaries of 
their staff during last year, adding 
to the non-devolopmental expenditure. 
The money supply has increased at 
the rate of 11 per cent which is more 
than twice the rate of growth of pro¬ 
duction. The increase in (he scheduled 
banks’ credit by Rs 703 crores is also 
said to have contributed to the up¬ 
ward trend in prices since a part of 
the advances made to the weaker 
sections may not have been producti¬ 
vely utilised for want of iollow-up 
action by banks. Although it may 
not be possible fo assess the extent 
of its full impact on prices, the budget, 
with a fresh burden of Rs 135 crores 
by way of indirect taxes, is yet another 
factor which has added to the price 
rise. 

High Cost of Production 

Whether in agriculture or industry, 
the increased prices of raw materials 
and other essential inputs are reflected 
in the higher cost of production. When 
the farmer has to obtain fertilizers or 
implements at higher prices, it is 
naturally reflected in higher prices 
for his output. The increased food 
roduction of the last three years 
as not tended to move down food 
prices except marginally, also because 
of the high rate of growth of popula¬ 
tion. The per capita availability of 
foodgrains, notwithstanding the re¬ 
cord production and continuance of 
imports under PL-480, has not yet 
reached the 1964-65 level. As re¬ 
gards agricultural raw materials, 
serious shortages have developed in 
supplies of cotton, jute, groundnuts 
and other items owing to the official 
failure to anticipate a rise in demand 
for them and ensure their increased 
supplies. Die green revolution has 
so far embraced only foodgrains pro¬ 
duction. The rise in the raw materials 


prices has, therefore, impinged on the 
cost of production of manufactured 
articles. 

What can be done to meet the 
situation ? In a developing economy 
like ours, some increase in price levels 
is unavoidable consistent with heavy 
programmes of investment. At the 
same time, it is essential to so direct 
our efforts that they do not encourage 
the price levels lo jump the safe mar¬ 
gin and give rise to inflationary con¬ 
ditions in the economy. The lasting 
solution to the problem of inflation 
is increased production to match with 
the rising demand of the existing 
population and with a cushion for a 
reasonable rate of increase in popula¬ 
tion. Increased production in the 
agricultural sector must lay greater 
stress on increasing production of 
cash crops like cotton, jute and oilseeds 

Import Assistance 

In the short run, the shortages 
have to be tackled by import assistan¬ 
ce to the extent necessary. Quite a 
number of items arc canalised through 
the State Trading Corporation and 
there are often complaints that the 
margin charged by it is unduly high. 
This has to be avoided if industries 
are not to be burdened with high prices 
for raw materials, production should 
be allowed to continue unhampered 
by a fuller utilisation of the available 
capacities built over the last two de¬ 
cades at considerable cost and sacri¬ 
fice. 

In order that the economy may reap 
the full advantage of the increasing 
industrial production, it is essential that 
the cost of production is not allowed to 
increase further. In fact, efforts must 
always be made to bring about a re¬ 
duction in the cost of production 
through lower cost of imported raw 
materials and other components which 
go into the manufacture of end- 
products. 

Governmental levies and duties re¬ 
present a sizeable percentage of the 
prices of most of raw materials and 
components and, therefore, any re¬ 
duction in their prices must necessarily 
lead to a review of this burden. The 
industries again must be able to secure 
their requirements of woiking capital 
at reasonable cost. At present some 
of the industries bear an interest bur¬ 
den as high as 12 per cent. So much 
about creating conditions for existing 
industries to step up pioduction. 

The wider question of increasing 
industrial production to meet the rising 
demand for consumer and other pro¬ 
ducts consequent on the higher in¬ 
comes in the rural sector extends to 



312 

the adoption of appropriate policies 
by the government tor setting up new 
industries and broa$-basing the indus¬ 
trial structure. A production-oriented 
industrial policy should not be side¬ 
tracked by doctrinaire considerations. 
Within the overall scheme of the re¬ 
gulatory framework of priorities of 
the Plan, the establishment, expansion 
and diversification of industries should 
be permitted without proliferation of 
restrictions and controls. The nega¬ 
tive approach stemming from unrea¬ 
listic premises of restraining experien¬ 
ced industrial firms of long standing 
from expanding or diversifying pro¬ 
duction and by limiting through li¬ 
censing the area of operation or the 
medium-scale units cannot be regar¬ 
ded as conducive to greater production. 
Positive measures of encouragement 
to the small industries arc no doubt 
welcome; but how can the nugatory 
step against the expansion of existing 
industrial units be expected to help the 
cause, especially when larger units 
do nol come in the way of the growth 
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of the small-scale sector and when 
there is high degree of inter-depen¬ 
dence between large and small scale in¬ 
dustries ? 

The industrial climate today is be¬ 
devilled by uncertainty arising out of 
the official policies and decisions 
which have greatly hampered new 
investment and enterprise. Under 
the threat of conversion of loans into 
equity and exercise of toting rights 
of pledged shares by banks, entrepre¬ 
neurs aie in a state of 'suspended 
animation’ regarding new ventures. 
The proposal for differential interest 
rates by the nationalised banks aims 
at raising the cost of the capital to 
large-scale industry. These factors 
in their totality act as deterrents to 
extension of manufacturing activity 
with a view to supplying low cost 
goods to consumers. If the objec¬ 
tive of price stablity is to be attained, 
there should be complete reorienta¬ 
tion in our policy measures, free from 
ideological predilections. 


Whither Government ? 

R. V. MURTHY 


There are no two opinions in the coun¬ 
try about the need for speedy economic 
growth. Opinion also is not divided 
on the premise that, as things stand 
today, India is most favourably poised 
for economic growth. Nevertheless, both 
businessmen and, though not to the 
same extent, government spokesmen as 
well seem to entertain doubts about the 
prospective pace of economic growth. 
Such was the impression one carried 
back after attending the eighth annual 
meeting of the All India Association of 
Industries (AIAOI) and the Seminar on 
the Revised Industrial Policy that 
followed it in Bombay a few days ago. 
(By the way, the AIAOI has been 
following this healthy tradition of 
focussing attention of long range 
economic issues of a crucial nature 
every year at its annual meetings.) 

It is obvious that if businessmen are 
not able to make up their minds because 
of the plethora of policy statements and 
press statements, followed invariably 
by supposed clarifications by ministers 
which more often add to confusion 
than clear doubts, government spokes¬ 
men also are not themselves quite clear 
about the likely consequences of the 
new policies or redefinition of earlier 
policies of the government. Take, for 
example, the new industrial policy, or, 
as some participants in the seminar 
maintained, the new industrial licensing 
policy. Since February 18, 1970, a 
series of press notes and notifications 


have emanated from government spell¬ 
ing out this new policy, but this has not 
prevented businessmen from asking : 
“Who is the final administering autho¬ 
rity for sanctioning an application for 
an industrial licence? If, as a Minister 
of State said in the Rajya Sabha recent¬ 
ly, all the economic objectives and prio¬ 
rities of government policy are to be 
subordinated to the Monopolies and 
Restrictive Trade Practices Act, accord¬ 
ing to a weil-informed economic adviser 
to a leading industrial house, there 
would be a guaranteed built-in delay of 
at least seven months! Thanks to the 
continual (or is it continuous?) elabora¬ 
tion of industrial policy, there is no 
longer a queue for industrial licences. 
If for the last nine to twelve months the 
rate of our economic growth has been 
stagnating, we can pin down the govern¬ 
ment’s industrial policy as the single 
contributory factor, as Dr F. A. Mehta 
told the seminar. What kind of social¬ 
ism is this which deliberately stunts 
growth, he asked, and he wanted to 
know whether the country needed to¬ 
day a fraudulent socialism based on 
preventing economic growth or a 
genuine socialism based on promoting 
economic growth. 

The industries* spokesmen who parti¬ 
cipated in the seminar made it very 
clear that the restrictions on larger 
industrial houses and foreign concerns 
in the “middle area*’ industries and 
their exclusion from the delieensed 
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sector even where development could 
take place with the help of indigenous 
imports, would have far-reaching con¬ 
sequences on the pace and tempo of 
industrial development of the country. 
Some of the economists present, on the 
other hand, sought to justify the new 
policy on the ground that what it aims 
at is not the achievement of mere indus¬ 
trial growth as such, but “diffusive 
growth”, to quote Dr P. R. Bratuna- 
nanda. In other words, this school also 
endorsed the view that the new policy 
would have some adverse effects. Ano¬ 
ther economist—-Dr J. C. Sandesara— 
went further and said that the country 
was not interested in the growth 
of the large industrial houses but 
'in the overall growth of the country. 
Does this mean then that the growth 
of the large industrial houses will 
not add to the overall growth of the 
country? Similarly, this speaker made 
the point that India's industrial growth 
was more rapid—about 10 per cent— 
between 1957-58 and 1962-63, despite 
the government’s adoption of the socia¬ 
listic pattern of economy, the nation¬ 
alisation of Life Insurance and several 
other admittedly inhibitive develop¬ 
ments, as much as to suggest that the 
new industrial policy' would not hinder 
growth. The understandable reaction 
of some to this was that the rate of 
growth would have been appreciably 
higher had not these inhibitive factors 
been there. 


Balanced View 

Perhaps the most balanced view from 
the academicians’ side came from Dr 
B.V. Mehta. He made these three 
points: (/) what sdems to govern growth 
today is willingness to invest the indus¬ 
trial licensing policy; (ii) growth stem¬ 
ming mainly from industrial licensing 
will not be efficient, and (///) costlier 
growth due to proliferation of indus¬ 
tries of less than the optimum size will 
hit the consumer. 

A view was expressed, rather quite 
vehemently, that there was a tendency 
on the part of big industrial houses to 
encroach on the preserves of small-scale 
industries and that this tendency should 
be arrested. Any broad generalisation 
like this is misleading. For instance, 
would it be considered as a big industrial 
unit encroaching on the sphere of small- 
scale industries if it farmed out the 
manufacture of components needed by 
it among several small-scale entrepre¬ 
neurs, simply because it also happens to 
provide capital, know-how and even 
equipment at times on condition that 
the output should be sold only to it? 
There are several ways in which bigger 
industrial units have been helping sxfiaB- 
er units and actually want the litter to 
make their contribution which a va&t 
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country of the size of India requires* as 
Mr J, R. D. Tata has observed in his 
statement to the shareholders of the 
Tata Oil Mills Ltd. 

Dr P. B. Medhora of ICICI neatly 
brought out the distinctive features of 
the original Industrial Policy Resolution 
and the subsequent amendments there¬ 
to and made the point that a negative 
attitude as that adopted in the latest 
policy change was not called for, espe¬ 
cially at a time when both the scope of 
and the desire for investment was limit¬ 
ed, as reflected in the steep drop in the 
number of industrial licences. He was 
also not for the restriction on diversi¬ 
fication in respect of larger houses and 
felt that the greatest factor in creating 
lack of confidence on the part of indus¬ 
trial houses was this restriction on free¬ 
dom of functioning. The new industrial 
policy, according to him, was too much 
dependent on the “middle sector” and 
he, therefore, counselled a review after 
a year or two, presumably* one suppos¬ 
es, for the government to be able to 
make amends not too belatedly. But the 
question of questions is what will 
happen to our economic growth in the 
meanwhile. May be, as Mr J. H. Doshi, 
past A1AOI president, said, the govern¬ 
ment will realise its mistake and relax 
eventually, but, by then, no one can say 
what the extent of damage would be. 

British Example 

In this context, it is pertinent to refer 
to the remarks of Mr Harish Mahindra, 
the AIAOI president, about the unsettl¬ 
ing effect on the British steel industry 
of the conflicting policies of the Labour 
and the Conservative governments of 
the UK. He was quite correct in hold¬ 
ing that the growth of the British steel 
industry has been stunted directly on 
account of these uncertainties which 
have made Britain lag far behind in the 
league of leading steel producers such as 
the USA, Japan and West Germany. As 
against Japan’s massive addition every 
year of 10 million tonnes of capacity to 
raise Japan’s steel production to 100 
million tonnes very soon, Britain is 
expected to reach just 33 million tonnes 
by 1975. Talking of steel, we must refer 
to the observations of Mr B. R. Bhagat, 
Minister for Steel and Heavy Engineer¬ 
ing, when he inaugurated the AIAOI 
meeting. He spoke of a rational steel 
policy for the next 10 years and of add¬ 
ing one million tonnes every year for the 
next 10 years. Even at this rate, it may 
be noted, India’s steel production in 
1980 would still be below Britain’s pre¬ 
sent production of 25 million tonnes. 

Mr Bhagat, who has a commendable 
record as Minister for Foreign Trade, 
is pragmatic, and this explains why he 
wanted the seminar to examine the 
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government’s new industrial policy 1 from 
the following angles: (/) There must be a 
higher rate of growth from around six 
per cent to 12-15 per cent, (//) Will the 
new industrial policy help achieve this 
rate of growth? (m) What are the miss¬ 
ing elements? The suspicion of many 
present was that these questions v,erc 
asked rhetorically. This apart, Mr Bhagat 
was trying to convince his auidience that 
there was no ban on growth as such and 
that the new industrial policy was a 
scries of measures to prevent concentra¬ 
tion of economic power. It is this 
supreme faith in the industrial licensing 
power as a means to prevent concentra¬ 
tion that is misplaced. As Mr Babubai 
M. Chinai, MP, put it, “The fallacy of 
this belief is that the question of having 
to deal w'ith monopolies can arise only 
if somebody takes up production of 
certain services or goods.” It is all 
right for Mr Bhagat to talk of psycho¬ 
logical conditions as being important 
for economic growth, even more than 
techno-economic conditions, but he 
should not forget that it is not the psy¬ 
chological conditions of only the have- 
nots that require to be taken note of 
but also those of the haves. There is a 
psychological upset among the latter 
and this explains the following four 
crucial issues raised by Mr Harish 
Mahindra in his extremely constructive 
address : 

(1) How will the radical measures 
like the nationalisation of banks, the 


If there is any aspect of university 
education which has been woefully ig¬ 
nored so far it is the training of the uni¬ 
versity officers (who include Registrars, 
Deputy Registrars and Assistant Regis¬ 
trars) and other staff members who occu¬ 
py positions in the lower rung of the 
hierarchy. Numerous schemes have 
been initiated for enabling university 
teachers to make themselves profes¬ 
sionally competent. The UGC is also 
doing all that is possible to improve the 
quality of library service, on the effi¬ 
ciency of which, without any exaggera¬ 
tion, depends the very character of the 
academic life of our universities which 
are at the crossroads today, facing un¬ 
rivalled challenges. But the question 
of regular training to the university 
employees has not been given any 
serious thought, either by the Univer¬ 
sity Grants Commission or by the 
universities themselves. 

The university employees would re¬ 
main professionally weak if the need for 
their training is not considered as great 
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take-over of import of raw materials, 
ceiling on urban property and such 
other measures ease by themselves the 
intensity of poverty of the masses or 
bring us nearer to the goal of a socialist 
democracy ? 

(2) Will not these policies, parti¬ 
cularly the industrial policy of the 
government, shackle both industrial 
development and growth defeating their 
principal objective? 

(3) Shall we not, in our execessive 
preoccupation with reduction of in¬ 
equalities suffer setbacks in achieving 
the equally (if not more) desirable ob¬ 
jective of maximisation of incomes with- 
ing the shortest period of time? 

14) If economic development suffers 
thereby, will not the people place the 
blame squarely at the doors of the 
policy-makers who, for want of a prag¬ 
matic approach to all economic matters 
allowed such a development to take 
place? 

But to all students of the nation’s 
economic affairs in particular and for 
the common man generally, it is not 
only answers to these, but the danger of 
this country missing a golden opportu¬ 
nity to get on with the prime task of 
rapid growth of the economy just when 
it seems to be looking up and running on 
well-oiled wheels that should occasion 
the utmost concern. 


as the need for training government 
employees. For the purpose of training 
government employees even at the ju¬ 
nior level, there do exist institutes such 
as the Central Secretariat Training 
School which prepares them well for 
their jobs. Also, those who enter the 
Government of India service through 
competitive examinations such as the 
IAS, IFS, etc., arc made to undergo 
intensive training at the National Acade¬ 
my of Administration, the School of 
International Studies, the Indian Insti¬ 
tute of Foreign Trade, the Indian Insti¬ 
tute of Public Administration, and so 
on. Besides this, they are also attached 
to district offices and different centfal 
ministries for some time in order to 
enable them to obtain practical know¬ 
ledge of work before they are assigned 
regular jobs. In-service training for 
certain categories of government em¬ 
ployees working at the centre or in the 
states is now a regular feature of the 
well-mteeratcd training programme, en¬ 
suring adequate standards of efficiency. 

The Radhakrishnan Commission 


Training of University Administrators 

R. P. PURI 
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(1948-49), which looked into the ques¬ 
tion of Indian university education, did 
not make any specific recommendation 
concerning the training of the university 
employees. The reforms suggested by 
it to improve upon the university ad¬ 
ministration related merely to the re¬ 
organization and reconstitution of vari¬ 
ous university bodies. Similarly, its 
successor, the Kothari Education Com¬ 
mission (1964-66), also did not make 
any concrete recommendations in this 
respect. 

Inefficient Administration 

The report on “Prevention of Corrup¬ 
tion” submitted by the Santhanam Com¬ 
mittee, appointed by the Government of 
India, had, among other things, observed 
that the administration of our universi¬ 
ties suffered from malpractices and that 
it was far from satisfactory. The Pavute 
Committee on University Administra¬ 
tion, appointed by the UGC, to go fur¬ 
ther into the matter also unhesitating¬ 
ly testified these observations and de¬ 
clared that the malady existed because 
of the weak and inefficient administra¬ 
tion by “inexperienced officers.” 

We need not struggle hard to prove 
how far these findings stand the test of 
authenticity because the reports of en¬ 
quiries conducted into the affairs of 
many of our universities from time to 
time make it evidently clear that the 
situation is not as satisfactory as it 
ought, or rather presumed, to be. Let 
us, therefore, at least have some idea 
of what some of these reports have 
said about the state of university 
administration. 

A thorough enquiry conducted by 
the S.P. Sinlia Committee into the affairs 
of the Patna University covering the 
period July I960 to December 1965 
revealed that the “existing financial” 
set up had miserably failed to exercise* 
an effective control over the finances of 
the university. According to the com 
miuee, the state of finances, fiscal ad¬ 
ministration, and accounts of the uni 
versily, called for radical measures to 
ensure a satisfactory system of accounts 
and avoidance of financial mismanage¬ 
ment, which seemed to be the rule rather 
than the exception. 

The first Visitorial Committee (1958), 
the Mudaliar Inquiry Committee, 
which went into the affairs of the Bana- 
ras Hindu University, felt that the uni¬ 
versity ollice required to be thoroughly 
organised. In 1905-66 the Estimates 
Committee of Parliament also stressed 
the need for keeping the working of the 
university administration under cons¬ 
tant review so as to eilect improvements 
as and when necessary. The second 
Visitorial Committee (1968), the Gajend- 


ragadkar Enquiry Committee, observed 
—ten years alter the appointment of the 
first Enquiry Committee — that the uni¬ 
versity administration was not what it 
should be! Even the vice-chancellor 
admitted before the committee that the 
registrar’s office needed immediate 
attention, for it was in a “state of con¬ 
fusion”! He further added that many 
students’ agitations sprang from office 
delays and inefficiency, and that “not 
only there is indiscipline but also a 
great deal of inefficiency ” He, there¬ 
fore, felt that some prompt and effective 
steps should be taken to put the uni¬ 
versity office into proper shape. In con¬ 
clusion, the committee, therefore, re¬ 
commended the setting up of an experts 
committee to suggest measures to 
streamline the office administration. 

A State of Mess 

According to the Aligarh Muslim 
University Audit Report for 1951-52, 
the finances of the university were re¬ 
ported to be in a state of mess in the 
absence of prescribed procedures or 
checks and non-observance of elemen¬ 
tary requirements of sound financial 
administration. The Enquiry Commit¬ 
tee (1961) appointed by the govern¬ 
ment to look into the affairs of the uni¬ 
versity was struck from the beginning 
of its work by the total absence of any 
system for the maintenance of the uni¬ 
versity records, further observed that 
“the unsatisfactory state of affairs is not 
confined to any particular office of the 
university but is prevalent in its whole 
set-up.” 

While dealing with the administrative 
set-up of the Aligarh Muslim Univer¬ 
sity, the Estimates Committee of Parlia¬ 
ment (1965-66) had suggested that a 
small committee might be appointed by 
the UGC to conduct a horizontal study 
of the administrative structure of all the 
central universities with a view to 
laying down a standard pattern of ad¬ 
ministrative reforms. 

The recommendations made by the 
Kothari Commission aim to put as 
much strain on teachers, researchers, 
and scientists, as on university administ¬ 
rators, for achieving the objectives, the 
realization of which should enables us to 
attain internal transformation of the 
educational system so as to relate it to 
the life, needs, and aspirations of the 
nation. It would thus be unreasonable 
to assume that the university administ¬ 
rators would remain unaffected by the 
obligations which the recommendations 
of the commission have created for 
them. 

* 

The Kothari Commission’s Report 
also recognises beyond doubt the fact 
that there is need in the universities for 


a permanent machinery for planning 
and evaluation detached from day-to- 
day administration for generating new 
ideas and new programmes and for 
periodic evaluation of their work. 
Thus, unless the universities try to un¬ 
derstand what their goals and objectives 
are and what would be the effect of 
their implementation, it is doubtful if 
any worthwhile result would come out 
of their efforts. 

The concept of planning demands 
that we must determine both means and 
machinery through which projects are 
to be executed and their objectives ful¬ 
filled. Moreover, planning is concerned 
not only with the creation of new facili¬ 
ties but also with getting the optimum 
results from facilities clearly available. 
Continuous appraisal of progress is 
therefore of fundamental importance. 
Suitable information and reporting 
systems will also have to be devised so 
that those responsible for the implemen¬ 
tation of projects can anticipate difficul¬ 
ties, judge for themselves their methods 
of working and efficiency of performance 
at each stage of progress in relation to 
predetermined targets of costs and time, 
and take corrective measures before the 
situation goes out of hands. The imple¬ 
mentation of plans is undoubtedly 
associated vith better organisation and 
attention of the general administrative 
machinery. If we ignore all this, we do 
so at our own peril. 

Vast Expansion of Work 

The question of the training of uni¬ 
versity administrators has been brought 
to sharp focus because of the rapid ex¬ 
pansion of the activities of our uni¬ 
versities. Enrolments at the undergra¬ 
duate stage in arts, commerce and sci¬ 
ence courses have increased from 
191,000 in 1950-51 to 759,000 in 1965- 
66; and in 1985-86, this number is ex¬ 
pected to reach 2.2 million. In post¬ 
graduate courses in arts and science 
and in research, the total enrolments 
which were 18,000 in 1950-51 increased 
to 86,000 in 1965-66. 

The enrolments at the post-graduate 
and research levels were 108,000 in 
1965-66. This figure is likely to reach 
about 960,000 in 1986. Similarly enrol¬ 
ments at the undergraduate level in 
legal education would increase from 
32,000 in 1965-66 to 76,000 by 1986. 

Yet it is not only the number of stu¬ 
dents which has gone up. There has 
also been an all-round expansion in the 
activities of the universities; more de¬ 
velopment schemes have been started; 
the existing departments have been ex¬ 
panded and a large number of new ones 
have been established and their activities 
multiplied. The number of of universi- 
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Not by 
bread alone 


Cultural activities mean 
• fatter We, These need not be 
oonfined to the well-to-do; at least, 
not in Jamshedpur, where the 
Community Centres In the low 
income erase provide ample scope 
for seff-expraealon end enjoyment. 
The other activities at these Centres 
Include sewing end knitting 
desses, kindergartens; music 
and dance classes* 


This urban Community 
Development Programme owes its ' 
success to the enthusiasm of the 
participants and the spirit of the ' 
Steel Company which cares deeply 
for the welfsre of the people 
of Jamshedpur. 
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ties which was 20 before we attained in* 
dependence, has risen to 75, This num¬ 
ber without doubt will increase, both 
during the fourth Plan period 
and the next one, especially when several 
proposals to start new universities are 
under way. Also, there are a large num¬ 
ber of institutes of higher learning which 
are working side by side with our uni¬ 
versities and whose activities have also 
increased manifold. 

Requirements of Training 

The preceding facts make it doubly 
necessary that a well-organized train¬ 
ing programme for the university ad¬ 
ministrators should be started without 
further delay. The programme should 
be so oriented as to develop in them the 
the requisite ability and capacity to deal 
effectively with the tasks that involve 
planned formulation, implementation, 
and evaluation. The training should 
also aim at developing right attitudes, 
increasing the decision-making ability, 
and stimulating critical and innovative 
thinking among the officers. 

No common training course can be 
universally relevant to all categories 
of staff. The staff members will have to 
be distributed in two or three groups 
according to the nature of their duties 
and responsibilities. The trainees should 
be made conversant with the techniques 
of accounting procedures, decision¬ 
making processes, personnel manage¬ 
ment, public relations, budgeting, gra¬ 
phic presentation of facts, office organi¬ 
sation, conduct of examinations, and 
processes by which business projects of 
widely different kinds are planned and 
executed. They should have the capa¬ 
city to understand and absorb the main 
points of letters, reports, minutes, and 
other documents that the university 
might receive from outside agencies. 
They must also have the ability to prepare 
faithful minutes and other memoranda 
giving not only facts but also making 
them intelligible to others. They should 
be given equal opportunity to criticise 
the work of others and to compare 
their results with those of others. 
Similarly, the staff at the junior 
level must know how to keep records, 
watch the movement of papers, deal 
with simple cases, etc. 

The subjects of finance and account¬ 
ing should be afforded due place in the 
training programme. Those staff mem¬ 
bers who have already had some train¬ 
ing while working in the government 
accounts department, and go over to 
universities on deputation may not re¬ 
quire training in elementary methods. 
But those who have merely obtained a 
degree in accounts or in commerce do 
need some sort of formal traming in 
order to become conversant with 
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accounting, budgeting, and other intri¬ 
cacies of financial matters. Some ele¬ 
mentary knowledge of statistics is also 
necessary for all. But those who are 
directly concerned with accounts, exa¬ 
minations, and students* work, should 
possess some specialised knowledge of 
this subject. 

The new entrants at lower level should 
be treated as being 'under training’ 
for at least two to three years so that 
they may be given adequate opportunity 
to improve their knowledge of office 
work. 

The senior administrative officers 
will greatly benefit from their partici¬ 
pation in a relatively small and short 
discussion groups or seminars where 
they can share with each other their 
views on some selected problems. There¬ 
fore seminars and workshops should 
form a regular feature of the training 
course. Officials both at the senior and 
at the junior level working in the rela¬ 
tively newly established universities 
should be given ample opportunity to 
spend some time at the old and well- 
bstablished universities which have accu¬ 
mulated experience in university admini¬ 
stration. This will enable them to see for 
themselves the procedures and methods 
of management at work, make a com¬ 
parative study of the administrative 
problems of the older universities and 
those of their own, and work out solu¬ 
tions which they may adopt in their own 
universities. 

Legal Grounding 

Even though every university utilises 
the services of a lawyer, it is very essen¬ 
tial that those university officials who 
decide matters relating to registration of 
students, examination results, submis¬ 
sion of certificates, contracts entered into 
with teachers, research scholars and 
contractors (for the construction of 
buildings), must themselves have some 
legal grounding. They must be well 
aware of what the university administra¬ 
tion is permitted to do or not to do 
under the rules and also be cognizant 
of universty’s obligations, not only to¬ 
wards the students but also towards lb* 
community as a whole. 

The work relating to the bringing out 
of pamphlets, annual reports, and 
other publicity media, is ordinarily en¬ 
trusted to the university press which is 
helped by a staff member specially 
appointed for the purpose and desig¬ 
nated, in many cases, as Editor of Pub¬ 
lications. But it is necessary that the 
administrative officers should have som; 
knowledge of the technicalities of the 
job so that the work may not suffer in 
the absence of the editor. 

In the present set-up of our univer- 
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sities, public relations as such docs not 
play any active role. But it is wry essen¬ 
tial that such of the staff members of 
the university who are likely to come 
into regular contact with the outside 
world, students, and teachers of the uni¬ 
versity, should have some knowledge 
of the manner in which they should 
conduct these relations. 

It is suggested that case studies with 
reference to specific administrative prob¬ 
lems should be undertaken and their 
results made available to all the uni¬ 
versities For guidance and adoption 
with appropriate changes demanded by 
their own peculiar problems 

Central Agency 

The training programme should be 
entrusted to a central agency which 
would frame syllabuses, keeping in view 
the requirements of different cate¬ 
gories of university staff members. A 
separate institute to organise the training 
course is not called for, because it will 
be too costly and probably not required 
for the time being. The Inter-Uni¬ 
versity Board should be assigned a key 
role in co-ordinating this work. It should 
organize the courses in collaboration 
with the institutions already conducting 
somewhat similar training courses. In 
Delhi, the Indian Institute of Public 
Administration and the Asian Insti¬ 
tute of Educational Planning and Ad¬ 
ministration can be Risked to work out 
a training programme for the employees 
of the universities situated in the states 
of Uttar Pradesh, Jammu and Kashmir, 
Punjab, Haryana, Rajasthan, and 
Madhya Pradesh. Such departments as 
of Business Management, Industrial 
Administration etc, of the Delhi Uni¬ 
versity and one or two other universi¬ 
ties can profitably be associated with 
the programme. Similarly, the Indian 
Institutes of Management at Ahmeda- 
bad and Calcutta can do the job for the 
universities located near them with the 
active help and co-operation of the uni¬ 
versity departments concerned. But 
matters such as the framing of syllabus, 
the content of the course studies, sub¬ 
jects of seminars and workshops should 
be handled by the board assisted by a 
committee consisting of vice-chancel¬ 
lors, registrars, finance officers, and 
at least one senior staff member of the 
UGC. 

As the UGC and the universities are 
equally responsible for giving proper 
training to university employees, both 
should meet the expenses.to be incurred 
m the organisation of the training 
courses. Therefore, it is suggested that 
in the beginning each university should 
contribute annually at least a sum of 
Rs 5,000 and the UGC Rs 50,000 for the 
this purpose. Also the foreign founda- 
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tions such as the Fond and the Rocke¬ 
feller Foundations may also be 
approached for special grants. Their 
response is likely to be positive and help¬ 
ful, especially when both the founda¬ 
tions have already contributed a great 
deal to the improvement of our uni¬ 
versity education. This is testified 
by the fact that during the period 
1951-69 Indian universities received 
from the Ford Foundation grants to 
the extent of SI 2,540,783. 

Ancillary Steps 

Apart from making this training a 
permanent feature, we must also take 
other ancillary steps to ensure continued 
efficiency of the administration so that 
it gets to grapple with the enormous 
problems which lie ahead of it. Keeping 
this in view, a few more suggestions are 
made. 

In each university a small committee 
should be set up, consisting of the re¬ 
gistrar, three teachers (one of them 
dealing with subjects such as public 
administration, business management, 
etc.), and two senior students to con¬ 
sider from time to time problems affect¬ 
ing the smooth working of the university 
work. The proposed committee should 
include not only those persons who have 
practical experience of the job but also 
those whose mature minds are well satu¬ 
rated with useful ideas. When all of 
them pool together their experience and 
intelligence, the remedies coming from 
their discussions will undoubtedly 
deserve to be considered seriously. 

The association of students iit this stage 
will also exercise a positive sobering 
influence in removing many causes of 
their complaints. The committee should 
not only strive to remove the existing 
bottlenecks which are retarding the 
administrative efficiency of our univer¬ 
sities but also take concrete steps 
to streamline their administrative 
machinery. For this purpose, sug¬ 
gestions should be invited regularly 
----- the faculty, the students, and 
the office staff. The committee 
should also perform the functions 
of a kind of an economy cell (which 
at the moment does not exist in our 
universities) so that it may examine 
minutely and independently of the Uni¬ 
versity Finance Committee and suggest 
ways and means by which expendi¬ 
ture on certain items could be brought 
down. 

Another suggestion which is worth 
trying is that each registrar's office 
shoufd have a small collection of books, 
which may be called registrar’s lib¬ 
rary dealing with personnel manage¬ 
ment, offi:e organisation, the conduct 
of meetings, keeping of office 
records, audit, Accounts, budgeting. 
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public relations, financial and adminis¬ 
trative rules framed for govern¬ 
ment offices, etc., $o that the staff 
members may make use of them in 
the performance of their duties. 
The audit reports of the universities, 
the reports of the estimates com¬ 
mittees of state legislatures as 
well as of Parliament dealing with uni¬ 
versities should also be placed in this 
library, and also the reports of the 
commissions and committees appointed 
from time to time to inquire into the 
affairs of universities. 

It is feared however that the proposal 
to start these libraries may not make a 
headway if its implementation is left 
entirely to individual universities. The 
Jnter-University Board therefore would 
do a good job if it undertakes the res¬ 
ponsibility of building up these lib¬ 
raries by suggesting to the universities 
from time to time the books and other 
relevant reports that they should ac¬ 
quire. In addition, it should also under¬ 
take the work of culling out from various 
university audit reports those objections 
which are likely to be committed by 
other universities and circulating them 
among the universities. Similar action 
should be taken in respect of the re¬ 
commendations of enquiry committee 
reports and the decisions of the courts 
concerning the universities. 

Delegation of Powers 

Thirdly, the administrative setup 
of the universities also needs to be or¬ 
ganised (where it has not been done) 
in such a way that officers in-charge of 
different branches should have powers 
and authority delegated to them to deal 
effectively with matters falling under 
their respective jurisdictions. This, what 
is called decentralisation, would make 
them answerable for their acts of om- 
mission and commission. At present, 
both power and authority are mostly 
vested in the registrar. This makes his 
colleagues, and those working under 
them, feci as if they were not in any 
way involved at any stage in the uni¬ 
versity administration and in framing 
and executing its policies. Their in¬ 
difference to their work is therefore in¬ 
evitable. This tendency must be curbed 
by devising ways and means by which 
the efficiency of the individual staff mem¬ 
bers is recognised and rewarded appro¬ 
priately. 

Fourthly, at least for a group of uni¬ 
versities in a state there should be an 
Organisation and Methods Division. 
Interestingly, an estimates committee 
of Parliament once suggested the estab¬ 
lishment of such an organization for all 
the central universities. We must how¬ 
ever take precautions to avoid the 
pitfalls this organization is likely to 
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suffer from. The staff to be employed 
for it should be senior so that their re¬ 
commendations may carry weight and 
are implemented. Its personnel should 
be experts in their job and not be merely 
generalists. Their services should not 
be availed of by a university only when 
it requres additional staff. On the other 
hand universities should take advan¬ 
tage of their expertise on a regular 
basis in solving many of their 
administrative problems affecting their 
efficiency. 

Efficiency Audit 

Fifthly, each university should intro¬ 
duce a regular system of Efficiency 
Audit involving all aspects of the uni¬ 
versity's work at all levels. It should 
undertake a phased review of the total 
operation of the university. This task 
can very well be performed by the 
committee, suggested above, consisting 
of the university administrative staff, 
teachers and students. 

Lastly, if there is resentment among 
students, faculty members or even 
among members of the administrative 
wing themselves, the reasons are not 
far to seek. The impression which the 
the administration generally gives even 
to the staff members in dealing with 
their cases is that of complete bossism. 
This attitude on its part alienates the 
staff and students from the authorities 
and creates complications which can be 
avoided if the administrators are a bit 
accommodating and helpful. The accusa¬ 
tion that the staff members often want 
to get things done in violation of the 
rules is not always correct. Rules al¬ 
ways seem to be irritating. But a tactful 
handling of the situation can resolve a 
problem amicably without disregarding 
a rule. It is pertinent to note "in this 
connection what the Foulton Commi¬ 
ttee (England) says relating to good 
staff’ relations. “The high morale of the 
staff owes a great deal to the universal 
acceptance of the principles of joint 
consultation.’* Our universities should 
also adopt this system with some 
modifications so that consultations bet¬ 
ween the staff and the authorities at the 
round-table may resolve many of our 
problems. 

In conclusion, it may be said that the 
training of the university employees will 
not only cost additional expenditure but 
also involve the investment of a certain 
amount of administrative, as also aca¬ 
demic, time. But nobody can deny 
that the attempt would be well-worth 
to make. Besides undertaking a well- 
organised training programme, other 
suggestions made in preceding par- 
graphs, namely the setting up of Re¬ 
gistrars’ Libraries, O and M Division for 
a group of universities, and an Economy 
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Strike 
while the 
Iron is hot 


It's an adage that has widespread application. 
Take for instance, finance, it is not enough 
if it is adequate— it has to be provided 
at the right time for the success of any productive 
enterprise. Also a small scale industrialist 
or a self-employed artisan often finds that his 
technical skill needs to be supplemented by 
sincere and expert guidance on the financial side. 
■ 

Why not approach the 

nearest Branch of BANK OF INDIA? 


.1 

K Bank of India 


Tea favs s future lathi* Star T. d. KANSARA, Custodian 
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Control and protection 
ol the country’s 
giant power installations 
-now lor over 50 years... 



tf 


THAT'S ENGLISH ELECTRIC 

PLAYING A LEAD ROLE II IIDIA’S 

POWER DEVELOPMENT 


Yos, for moro than fifty years now, and for 
the last twelve years from the Madras 
Works, ENGLISH ELECTRIC have been 
engineering and supplying the finest 
Control and Protection equipment for 
India’s giant power installations, thus 
playing a lead role in the country’s power 
development. Where reliability is vital, 
there you will find ENGLISH ELECTRIC. 

WHY? Because at ENGLISH ELECTRIC 
the accent is on quality. With modern 
and sophisticated facilities for product 
development, testing and quality 
control and with production supervised 
by internationally trained experts, 
product quality and performance are 
consistently world standard. And our 
customers know it. 

CONTRIBUTION TO INDIAN INDUSTRY: 
In every state of the Union, ENGLISH 
ELECTRIC Control and Protection 
equipment stands guard over power 


generation, transmission and distribu¬ 
tion networks. What’s more, ENGLISH 
ELECTRIC equipment also controls and 
protects the power supplies in every 
major industry in the country Steel, 
Jute, Cotton, Textile, Mining, Metallurgical, 
Chemical and others. 

ENGLISH ELECTRIC'S reputation for 
quality and reliability is backed by un¬ 
rivalled research facilities and experience 
gained under diverse operating condi¬ 
tions throughout the world. 



|One oI tr.r truitysl - fNQUSH ELECTRIC unit tubstationt 
incon Pact' Air Circuit Breakan and Protective 1 

Peia/s .'<■/ Pck»/o Steal, 


ENGLISH ELECTRIC 


CONTROL AND PROTECTION 
IS OUR BUSINESS 


THE ENGLISH ELECTRIC CO. 
OF INDIA LTD, MADRAS-43. 
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Cell in the form of a committee, lUB’s 
project to glean information from 
various reports concerning university 
matters and circulate it among the uni¬ 
versities, decentralisation and so on, also 


eastern economist 

deserve to be considered seriously, for 
the cumulative effect of their implemen¬ 
tation on the administration would 
indeed be rewarding and for the better¬ 
ment of the university employees. 


Tourism in S-E Asia 


HOMI J. H- TALEYARKHAN 


India has great scope to promote 
its tourism in south-east Asian coun¬ 
tries. Countries such as Japan, Hong 
Kong, Thailand, Singapore, the Philip¬ 
pines have spared no pains or efforts 
to attract as many tourists as they can 
to their countries and earn as much 
as possible in terms of foreign exchange. 
There is a sufficiency of well-appointed 
hotels with all amenities and facilities; 
excellent internal travel arrangements 
by road and rail, by air and sea; deve¬ 
lopment of all available resorts on sea¬ 
side or on the hills; all varieties of cul¬ 
tural entertainment; eating places and 
restaurants everywhere along the way; 
souvenir shops in abundance; and in 
such places as Manila and Bangkok 
even a complete life-like representation 
in one area of different types of life, 
living and culture of the land, usually 
near the airport so that tourists could 
see everything at a glance. 

India has even more tourist at¬ 
tractions to offer and by coordinated 
efforts it should be possible to have 
more tourists from the countries of the 
region visiting us. For example, last 
year, over 170,000 Japanese tourists 
visited Hong Kong whereas only 8,500 
came to India. 

Religious Affinity 

By a more concentrated and coordi¬ 
nated effort it should be possible to get 
many more Japanese friends to come to 
India especially as they have a 
Tcligious affinity to this country be¬ 
cause of it being the birth-place of 
Buddhism, a major religion of Japan. 
Most Japanese generally have an urge 
to visit India at least once in a life-time. 
Talking to many people duiing my 
tour, 1 found that the people in the 
region showed great interest in India. 

Now, with our new-found conscious¬ 
ness for promotion of tourism, which 
has already started yielding results, 
we would endeavour to concentrate on 
attracting tourists also from within this 
region. An admirable example of co¬ 
ordinated efforts to secure a larger share 
of international travel market is that 
of East Asia Travel Association recent¬ 
ly started with Japan, Hong Kong, 
Korea, the Philippines, Thailand and 


even Macao as its members. Wc can do 
likewise. 

Wc should also join the efforts 
which are being made to conduct 
studies on comparative air fare with n 
view to reducing the costs and attrac¬ 
ting more tourists to the region because 
one of the difficulties of our region is 
that due to long distances the fares are 
heavy. 

The Asian Development Bank has 
recently decided to assist Nepal in the 
promotion of tourism by giving assis¬ 
tance to its airways. We should ap¬ 
proach the Asian Development Bank 
to make surveys of the cost of tourism 
relating to air fares, hotel charges, 
internal transportation, meals, etc. 

Promotional Work 

Though government-aided, tour¬ 
ist promotion in south-east Asian coun¬ 
tries is largely entrusted to autono¬ 
mous organizations. They do mostly 
promotional work and create cons¬ 
ciousness all over the world for at¬ 
tracting tourists to their respective 
countries. They have branches all 
over the world. For example, the 
Hong Kong Tourist Association has 
33 different outlets oi offices. All these 
organizations are constantly engaged in 
marketing research and surveys. They 


At an important Press Conference, held 
on Wednesday last. Sir Ardeshir Dalai, 
Planning and Development member. Govern¬ 
ment of India, gave a lucid account of his abor¬ 
tive mission to the United Kingdom and to the 
United States. He was unable to convince orga¬ 
nized British vested interests regarding the de¬ 
sirability of an immediate repeal of the com¬ 
mercial safeguards provided for them in the 
India Act of 1935. He was unable to persuade 
H.M.G. to agree to some form of price control 
that would enable Indian industrialists to place 
orders for capital goods. He was unable to se¬ 
cure any special priority for supply of capital 
goods to India. He was unable to make any 
headway in the United States, partly because 
the Empire Dollar Pool is outside his jurisdic¬ 
tion but nwinly because Big Business there has 
serious doubts regarding not only the stability 
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have their own selling force and their 
airways report to them the result of 
such selling efforts. 

These associations and their branch 
es are well-financed by their govern* 
meats. For example, the Japan Nat¬ 
ional Tourist Association receives a 
subsidy of nearly s 2.7 million, and 
together with the contributions they 
receive, it comes to an aggregate of three 
million dollars annually or Rs 22.5 
million. This amount they spend 
on overseas offices, publicity pro¬ 
grammes including publication and dis¬ 
tribution of literature, slides, films, 
newspaper advertisements, running 
of information centres, inviting repre¬ 
sentative visitors, organising fairs and 
exhibitions on tourism, etc. 

Travel Agencies 

In addition to the JNTO's efforts, 
Japan has 3,5(X) *, ravel agents who emp¬ 
loy over 11,000 staff. The Japan Travel 
Bureau is the biggest agency of the lot. 
They own 900 luxury coaches which 
conduct tours all over lhe country cai- 
tying on. the average 10,000 tourists 
daily. They conduct 10 daily tours in 
Tokyo alone including a special one 
to see Japan’s industries and handi¬ 
crafts, in which tourists arc showing 
interest. 

The special concessions which have 
been allowed to attract foreign tourists 
arc : * 

(<*■) Exemption of commodity tax on 
souvenir articles favoured by 
tourists 

(/>) Reduction on various’entrance fees 
and train lares; 15 per cent re¬ 
duction for groups. 

(c) No individual tipping system. 

(d) Holding training courses to pro¬ 
mote employees’ language ability; 


but also the bona tides of the Government, he 
had the honour to represent. The only thing 
in which the Honourable Member succeeded 
was the admission of our students to certain 
technical institutions. But even in this respect 
the success was only partial, for admission of 
foreigners to factories in the United States has 
been rendered almost impossible by war time 
regulations; and it is this training in factories 
• which is real technical training of some positive’ 
practical use in the industrialisation of this 
country. Training in so-called technical insti¬ 
tutions is more or less academic, of which we 
have had too much. And we have had too 
little of the real thing — practical training in 
workshops. Sir Ardeshir tried his best but 
uas unable to secure us these real facilities, ob¬ 
viously on account of circumstances beyond 
his control. 


£aitetn £conomi5t 25 

AUGUST 24, 1945 
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language barrier in Japan is worse 
than sound barrier. 

( c ) Exemption from hotel tax in 1970. 

No wonder with all this enormous 
promotional effort, Japan attracts 
700,000 tourists every year of whom 
52 per cent aie Americans. They earn 
$ 180 million (Rs 1350 million) every 
year in foreign exchange. 

Tokyo alone has 21,000 first class 
hotel rooms and thousands of others 
for low-income group tourists, parti¬ 
cularly in guest houses, inns, youth 
hostels, etc. All over Japan, there are 
200 western style hotels and over 29,000 
•guest rooms. Their occupancy rate is 
over 80 per cent. In addition, there 
arc over 80,000 ryokan rooms in Japan. 
These are traditional Japanese style 
hotels. 

Every Japanese is allowed to take 
$ 1000 when ho goes on a holiday. 
The number of Japanese going out of 
the country every year on holiday or 
business-cum-holiduy tours is even 
larger than foreign tourists coming in. 
About 760,000 Japanese go out of the 
country every year and spend $260‘ 
million in the aggregate. It is unfortu¬ 
nate that out of this large number only 
8,500 Japanese come to India. As a 
matter of fact, more Indians go to 
Japan than the Japanese that come to 
India. Last year 9,000 went from this 
country to Japan. 

India : A Destination Point 

This shows more promotional efforts 
need to be undertaken. Unfortunately, 
we have been hit by the opening up of 
the Continental and Moscow air routes. 
It has resulted in overflying India. It 
is vitally important that India should 
be made a destination point for the 
Japanese. 

Japan strongly believes in giving all 
facilities for promotion of domestic 
tourism. As a matter of fact, it is the 
mainstay of travel agents, unlike ours 
who ignore domestic tourism. Last 
year, 1000 million Japanese went on 
holidays inside their own country and 
those who stayed more than one night 
spent an aggregate of over $225 mil¬ 
lion. To cope with the rush of domestic 
travel, the Japanese are providing more 
and more oceanic xecreation facilities 
and improving inland recreation 
areas. In spite of all its concentration 
on economic growth, so much impot- 
tance is given to tourism in Japan that 
recently a ministerial committee has 
been set up for strengthening still fur¬ 
ther Japan's tourist administration. 

A few years ago, Japan passed the 


Tourism Basic Law with a view to en¬ 
couraging tourism since it is realised 
that tourism makes substantial contri¬ 
bution towards the improvement of 
international balance of payments. The 
law provides for the following objectives: 
(a) stimulating inflow of foreign tourists 
and improving reception services for 
them, (b) establishing tourist resorts and 
centres, ( c) ensuring safety of tourists 
in travel and increase in their com¬ 
fort, (d) to facilitate family travel, and 
(e) to generally develop tourism at all 
levels. The law provides for the gov¬ 
ernment to submit an annual report to 
parliament on measures taken for pro¬ 
motion of tourism. There are 11 other 
jaws governing different aspects of tour¬ 
ism, such as aid to international tourist 
industry, guide interpreter business, 
travel agency business, law for improve¬ 
ment of international tourist hotel faci¬ 
lities, hot springs and development of 
spas law, etc. 

The Tourist Gem 

In picturesque Hong Kong, the little 
tourist gem of the east, tourist activities 
are even, mote hectic. Over 900,000 
touiists come to Hong Kong every year 
from some 100 countries and spend 
$230 million (Rs 1725 million). Each 
tourist spends about $300 a day in 
Hong Kong, 56 per cent on shopping. 
Hong Kong has 8300 hotel rooms of 
which over 60 per cent are de luxe or 
first class. In addition, they have nume¬ 
rous guest houses resembling our 
YMCA. 

The Hong Kong Tourist Association 
is even richer than its Japanese counter¬ 
part. Its annual budget is over $7.5 
million, comprising government sub¬ 
vention and 2 per cent hotel tax which 
the government passes on to them, plus 
some other forms of matching govern¬ 
mental assistance. They spend one- 
third of their funds on administration 
and two-thirds on marketing. The larg¬ 
est number of visitors to Hong Kong 
are from US, Japan, the UK, Austra¬ 
lia, ami the Philippines. From Jap^n, 
there were 170,000 visitors last year. 
From India about 12,000 visit Hong 
Kong every year. 

Even in the Philippines tourism is 
coming up rapidly. Over 135,000 visi¬ 
tors come and give to the country $60 
million in foreign exchange. Manila, 
the capital, has 2,000 lirst class hotel 
rooms. The government gives incentives 
and tax holidays to the hotel industry. 

The star attraction in the region this 
year is Expo’70 at Suita City, near 
Osaka. Over 40 million have seen it 
already. I can only describe it as a 
marvel of human and computerized 


ingenuity. Spread over an area of 
nearly 1,000 acres—the Japanese gov¬ 
ernment spent Rs 1200 crores on deve¬ 
loping it—there are some 170 mammoth 
pavilions, a colossal amusement park, 
75 shops, 65 restaurants serving food of 
different nations. Though there is no 
ground rented for the government 
pavilions belonging to different coun¬ 
tries, the latter have spent lavishly on 
their own. The USSR has spent Rs 
150 crores. 

It is an extravaganza of colour and 
light in which one can spend days of 
admiration and astonishment, of en¬ 
joyment and enlightenment. We can 
see ourselves right from the monkeys 
that we were to the man that we have 
become—without however leaving the 
monkey-tricks behind t 

Of the pavilions, 65 belong to dif¬ 
ferent countries, 65 to Japan herself, in 
which are represented its government 
and its industries. But, admirably, none 
of its industries has projected itself but 
contributed only to the dream of the 
exhibition, namely, the theme “Har¬ 
mony of Mankind”, 
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wheresoever you may be 
CENTURY RAYON is with thee 


Century Rayon is with you in the suits, shirts, 
ties, underwear, sarecs and dresses which you 
wear; in your,bedsheets, pillow-covers, blan¬ 
kets and carpets, as welt as in the curtain and 
furnishing fabrics around you at home, or in 
the transport you use. 

When you ride a car, scooter or bicycle, you 
are, in fact, riding on Cefttury Rayon's 
continuous filament high-tenacity viscose 
rayon yarn from which the tyres used in 
thiae vehicles are made. 1 he tractor which 
tills the earth, the truck that transports 
food, clothing and other materials for you 
as well as for the nation, and the vehicles 
that safely transport over rough terrain the 


jawans and their supplies, also use this mira¬ 
culous yarn in their tyres. The tarpaulins, 
tents, drive belts, hoses, ropes and cords used 
in farming, defence and industries, also use 
Century Rayon yarn. 

Your sewing and embroidery threads, your 
ribbons and laces, the zari borders for your 
sarees, the elastic tape used in your dresses, 
gas mantles for petromax lanterns, even the 
humble lace of your shoes and the straps of 
your fancy chappak very likely contain 
Century Rayon's versatile yarn. 

This is how Century Rayon always serves you, 
no matter where you are and what you are 
doing. 


CENTURY RAYON 

H.O. INDUSTRY HOUSE, CHURCHOATE RECLAMATION, BOMBAY-20. 
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FROM THE PRESS GALLERY 

Fourth Plan Assailed 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Friday. 

Two important discussions took place 
in Parliament this week -one in the 
Rajya Sabha and the other in the 
Lok Sabha. The Rajya Sabha debate 
concerned the revised fourth Plan. The 
discussion in the Lok Sabha was on the 
“deplorable’' condition of scheduled 
castes and tribes. 

As could be expected, the revised 
fourth Plan came in for sharp criticism 
for its failure to hold the price line and 
to check the growing unemployment. 
It was also alleged that contrary to the 
previous practice, the opposition par¬ 
ties had not been adequately consulted 
while revising the Plan. The slow pro¬ 
gress of the implementation of land 
reforms was assailed. There was, how¬ 
ever, a sharp difference of opinion on 
the launching of the recent land grab 
movement in various states; while the 
leftist members as well as some Con¬ 
gress (R) members tried to justify this 
movement, many others took serious 
objection to it. The latter were of the 
view that the land grab movement was 
not only unconstitutional but also had 
led to accentuation of the deterioration 
in the law and order situation in the 
country. 

Priorities Criticised 

The priorities fixed in the Plan were 
scathingly criticised. While some mem¬ 
bers expressed concern at exports not 
picking up adequately, several others 
regretted that agricultural development 
was not being fostered commensurably. 
The recently revised industrial licensing 
policy was criticised vehemently. While 
the leftist members alleged that it would 
result in further growth of monopoly, 
the rightist members contended that it 
will stultify the growth of the economy. 
Some members complained that there 
was no well thought out wage policy in 
the country. Several others demanded 
increase in the allocations for education, 
social services etc. A Swatantra member 
quipped that the recent preface, added 
to the Plan by the Prime Minister, Mrs 
Indira Gandhi—several months after 
the actual publication of the document 
—was perhaps good public relations; 
it, however, did not go any far to 
discuss the basic problems facing the 
country. 

Defending the Plan, the Prime Min- 
ister repeated mostly what she has 
* been saying in the recent past. She 
conceded that it was not a grandiose 


Plan, but asserted that it did promise 
growth with stability. Mrs Gandhi 
chided the critics for not producing any 
alternative plan and just remaining con¬ 
tent with criticising what had been 
produced by the Planning Commis¬ 
sion. 

Helping Production 

Referring to the criticism of the 
industrial licensing policy, the Prime 
Minister emphasised that it not only 
aimed at curbing monopolistic tenden¬ 
cies in the economy but also sought to 
help production. That is why, she 
said, the large industrial houses were 
proposed to be considered for licensing 
to start new ventures in the core, the 
heavy investment and the export-orient¬ 
ed sectors. This policy, as also the 
Plan, the Prime Minister further stated, 
took into consideration the need for 
fostering industrial development of 
backward areas and reducing unemploy¬ 
ment. 

Talking about agricultural develop¬ 
ment, the Prime Minister assured the 
House that topmost priority would be 
accorded to the implementation of 
agrarian programmes. The develop¬ 
ment of agriculture, in fact, was the 
kingpin of the fourth Plan. If product¬ 
ion in this sector went up, the overall 
objectives of the Plan could be achieved 
easily. She cited in this connection the 
large allocations that had been made 
in the Plan for irrigation, fertilizers, 
seeds, pumping sets, etc. 

Mrs Gandhi condemned the land 
grab movement and opined that it was 
based on “hatred, envy and promotion 
of acquisitive spirit”. She also severely 
condemned the activities of Naxalites 
who were earlier identified officially in 
the House in another connection as 
comprising such groups as the Revolu¬ 
tionary Communist Committee of Mr 
Nagi Reddy in Andhra Pradesh, the 
Communist Revolutionary Committee, 
the Workers Revolutionary Party and 
Mr Kunnikal Narayanan’s group in 
Mysore and Kerala, and groups of peo¬ 
ple in West Bengal and elsewhere who 
believed in terrorising individuals. Mrs 
Gandhi reaffirmed the government’s 
resolve for speedy land reforms through 
constitutional and democratic means 
and pointed out tfeat a time-table had 
been drawn up in this regard for the 
states to act on it. The Prime Minister 
also took pains to deny that the govern¬ 
ment was complacent on the price 
front. All this, however, left most of 
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the critics unsatisfied. They pressed 
their amendments to the official resolut¬ 
ion seeking the support of the House for 
the Plan. All the amendments, of course, 
were defeated. 

During the Lok Sabha debate on the 
annual reports of the Commissioner 
for Scheduled Castes and Tribes and 
the report of the Elaya Perumal Com¬ 
mittee on Untouchability, widespread 
concern was expressed by all the sect¬ 
ions of the house over the lot of “Hari- 
jans”. It was alleged that even after 23 
years of independence, the condition of 
scheduled castes and tribes and similar 
other backward sections of society had 
not improved. Untouchability was still 
practised in several parts of the country. 
The landless had yet to be provided 
land. These people were also not re¬ 
ceiving adequate representation in servi¬ 
ces and not muc't was being done for 
their education. 

With a view to improving the lot 
of these downtrodden people, various 
measures were suggested. These inc¬ 
luded : (0 increasing the number of 

scholarships for students of these castes 
and tribes, (n) distribution of not only 
government land but also other land 
among these people by bringing down 
the ceiling of landed property, (iii) 
encouraging of inter-caste marriages; 
(/v) providing of proportional represen¬ 
tation in not only civil services but also 
in the defence services, (v) abolition of 
hereditary priesthoods; (W) grant of 
financial assistance free or on especially 
concessional rates to those among the 
scheduled castes and tribes who 
could be trained for setting up small 
industries and for the purchase of agri¬ 
cultural implements, bullocks, etc., 
for those who were engaged in agri¬ 
culture. 

Sharp Criticism 

The rise in the prices of several 
commonly used drugs in the wake of 
the new pricing formula announced by 
the government last month, evoked 
sharp criticism not only from the oppo¬ 
sition members but also from several 
members belonging to the ruling party. 
Some opposition members alleged that 
there seemed to be a deal between the 
government and the drug producers. 
This of course was strongly repudiated 
by the Minister for Petroleum, Chemi¬ 
cals, Mines and Metals, Dr Triguna 
Sen. Many an opposition member felt 
that drug manufacturers had made full 
use of the loopholes in the Drugs (Price 
and Control) Order. An SSP member 
in the Rajya Sabha, Mr Raj Narain, 
even sought to move on this issue an 
off-the-cuff censure motion against the 
government. 

Explaining the position, Dr Triguna 
Sen conceded that some increases in the 
prices of certain drugs were inevitable 
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in (he new scheme as it primarily aimed 
not only at reducing prices but also at 
rationalising the price structure of the 
industry. He, however, regretted that 
much ado had been made about the 
prices which had gone up. The other 
side of the picture, i.e. the case of drugs 
whose prices had been reduced subs¬ 
tantially. he complained, had not been 
brought out Of the 2,530 drugs pro¬ 
duced by the members of the Organi¬ 
sation of Pharmaceuticals Producers 
of India (OPPI), who turned out bet¬ 
ween them 70 and 80 per cent of the 
entire output of drugs and medicines 
in the country, he said, the prices of 
1,102 products had been reduced, while 
those of another 1,024 products had 
been kept intact. The increase in prices. 
Dr Sen pointed out, had been only in 
the case of 424 products—nearly 16 
per cent of the total production of the 
OPPI members. 

Substantial Gaia 

The products whose prices had been 
brought down, Dr Sen stated, included 
antibiotics, anti-diabetic drugs, drugs 
used for heart ailments, steroid and anti- 
anaemic preparations and anti-amoebic 
drugs. The prices of the large number 
of drugs used in hospitals had remained 
stationary. ‘This itself”, he stressed, “is 
a substantial gain for the community". 

Dr Sen, of course, expressed the 
concern of the government over the 
rise in the prices of such drugs as con¬ 
ventional anti-TB drugs, vitamin pre¬ 
parations, pain relieving drugs and 
other commonly used household reme¬ 
dies. This he, frankly admitted, had 
not been anticipated. He assured the 
members that the government had wide 
powers under the control order to take 
action to correct these anomalies. The 
government, he added, was also taking 
further powers to fix the prices of any 
formulation or class of formulations, 
notwithstanding the formula laid down 
in the control order, at a. reasonable 
level if on scrutiny of the price list 
provided by the manufacturers, it was 
found that the revised prices were too 
high. The government, he declared, 
"will not hesitate to exercise these 
powers to the fullest extent possible, 
though certainly with discretion and in 
overall public interest". 

The reference by the minister to the 
impact of import substitution on the 
prices of drugs should, however, indi¬ 
cate that the government is not averse 
to increase in the prices of some drugs. 
"This", according to Dr Sen, “is the 
price the country has to pay if we are 
to achieve self-sufficiency in the pro¬ 
duction of. basic items". He hoped that 
the nation would not grudge paying 
this price in the initial, stages in the 
interest of self-reliance end saving for* 

Dt m stoutly defended the policy of 


channelling the imports of bulk drugs 
and pooling of their prices. This po¬ 
licy, he emphasised, had the advantage 
of making those bulk drugs available 
at a uniform price to all formulators 
and securing equitable distribution 
among them. 

The crisis faced by the mining industry 
as a result of the shortage of explosives, 
owing to the strike in the Gombia 
factory—the only explosives manufac¬ 
turing concern in the country—also 
figured prominentl) in the deliberations 
of the two Houses this week. Wides¬ 
pread concern was expressed over this 
growing crisis both from the opposition 
and the treasury benches. Even the 
Minister, Dr Triguna Sen, shared this 
concern fully Calling upon labour 
leaders to help in ending this strike, 
he feared that if it continued, not only 
the operations in the mining industry 
would come to a standstill but also the 
entire economy would be seriously 
imperilled. Dr Sen revealed that as a 
measure to ward of the above danger 
the entire stock of 1,375 tonnes of 
explosives had been taken out of the 
strike-hit factory for distribution to 
collieries. Besides, arrangements were 
being made to import explosives to 
build a buffer stock for six months. 
As a long-term solution to the problem, 
he said, the Planning Commission had 
been approached to look into the possi¬ 
bilities of setting up an explosives 
factory m the public sector during the 
fourth Plan period The second private 
factory to make explosives at Hydera¬ 
bad, Dr Sen further disclosed, was ex¬ 
pected to go on stream in December 
this year. 

Discriminatory Treatment 

In a statement made in the Lok 
Sabha, the Minister of State for Foreign 
Trade, Mr L N Mishra, disclosed that 
it had not been possible as yet for 
India and Nepal to agree on procedures 
for consultation and co-operation to 
"bring about the export aspiration of 
Nepal without affecting Indian trade". 
India, Mr Mishra added, had no diffi¬ 
culties with Nepal adopting fiscal poli¬ 
cies to meet its requirements; "our 
concern is over the discrimination 
against our products and with the 
damage caused to our economic poli¬ 
cies and interests." Mr Mishra assured 
the House that it would be the effort 
of India to agree to a mutually accept¬ 
able arrangement which, while maximi¬ 
sing the export of goods of Nepalese ( 
origin, would safeguard Indian interests.' 

The Minister of State for Finance, 
Mr V,,C. Shukla, tabled in the Lok 
Sabha .on August 11 supplementary 
demands for grants for the current 
year's ogWoditure of the central govern¬ 
ment, CKehtding the railways, involving 
wo additional expenditure of Rs 213.57 


crores. Of this, Rs 13.74 crores are on 
revenue-account, Rs 194. SI crores on 
capital account and Rs 7.32 crores for 
disbursement of loans and advances. 
The main items of additional expendi¬ 
ture on revenue account are Rs 8.20 
crores for payment of subsidy for meet¬ 
ing the anticipated loss on export of 
sugar during the current year, three 
crores of rupees for providing relief 
measures for new migrant families from 
East Pakistan, one crorc of rupees for 
payment of customs duty and incidental 
charges on imports of skimmed milk 
powder and butter oil donated by the 
World Food Programme and Rs 93 
lakhs for recoupment of advance ob¬ 
tained from the Contigjncy Fund of 
India last year for the restoration of 
extensive damages caused to the nat¬ 
ional highways. 

Subscription to IMF 

The increases in expenditure <"> capi¬ 
tal account are mainly R$ ISO ctores for 
payment of increased subscriptions to 
the International Monetary rund and 
the In'ern ition 1 B ink for Re on trac¬ 
tion and Development, Rs 43.67 
crores for payment of compensation to 
the 14 banking companies whose under¬ 
takings were acquired with effect from 
July 19, 1969, and Rs 50 lakhs for 
investment in the newly set up Cotton 
Corporation of India The additional 
provision under loans and advances is 
on account of Rs 3.50 crores to Calcutta 
Port Commissioners, Rs 2.22 crores to 
the dock labour hoards in Bombay, 
Calcutta, Coclun, Kandla, Madras and 
Visakhapatnam, Rs 80 lakhs to the 
National Co-operative Development 
Corporation and Rs 40 lakhs each to 
the Tannery and Footwear Corporation 
of India and the Indian Dairy Corpo¬ 
ration Ltd. 

Of the total additional requirement 
ol Rs 215.57 crores, Rs 94.15 lakhs are 
for recoupment of advances drawn from 
the Contingency Fund of India in the 
previous year and the balance will be 
set off to the extent of Rs 178 51 crores 
on account of receipts, recoveries, etc, 
relatable to supplementary demands. 
The net cash outgo m the current year 
arising out of these supplementary 
demands would, thus, amount to Rs 
36.12 crores only. 

The Minister of State for Revenue 
and Expenditure told the Rajya Sabha 
on August 12 that the government was 
taking steps to "professionalise" the 
management of public undertakings. At 
present, only 16 out of the 92 chief 
executives’ posts in the public entcr- 

f irises, he disclosed, were held by ICS/ 
AS officers. In all, there were about 
43 civil servants in the public sector 
undertakings (four ICS, 25 IAS and the 
rest belonging to the Railways, Audits 
and Accounts and other services). 



“Enough 

international 

business 

has been lost 
because buyers 
and sellers don’t 
know each other.” 



You get a substantial order. 

Good. 

But it comes from a firm you hardly 
know. In a city 6,500 km away. 

Not so good. 

You hunt around for credit infor¬ 
mation, but the best you can find is 
superficial and out of date. 

Now what ? 

Ask American Express Internatio* 
nal Banking Corporation. We have a 
worldwide network of 48 branches and 
subsidiaries in 17 countries. 

So we can do a lot more than handle 
the mechanics of a trade. For one thing, 
we can help you gauge an importer's 
credit. ' 

Even if he's 6,500 km away—in 
let's say, Salonica, Greece. If you banked 
with us, we could have our people in 
Salonica call on your potential customer. 
Look him over. Make inquiries around 
town. Then tell you what we find. 



Our report could help you avoid 
a costly mistake. Or lead to a profitable 
sate you might otherwise have passed up. 

Of course, credit information is not 
the whole story. We can also tell you 
about a country’s trade regulations. 
Political and economic conditions. Ex¬ 
change controls. And local business 
practices. 

All of which can be a big help in 
judging the potential profitability of a 
customer. 

When you decide to ship an order, 
we can advise you on the best method 
of trade financing. And on the most 
advantageous plan of currency exchange. 

Often, we can arrange the financing 
without recourse to you. Because our 
worldwide network enables us to check 
on the importer's credit. 

We cover major countries in depth. 
Three offices in Holland. Four in Greece. 
Six in Italy. Six in Germany. Plus 
correspondent banks in hundreds of 
places we haven’t got to yet. The whole 
vast system is at your disposal. 

Which brings us to our philosophy 
of international banking. We don’t think 
it’s enough just to help you do business. 
We want to help you do it profitably. 
We want to be your foreign trade con¬ 
sultant. 

You see, we're one of the few inter¬ 
national banks around that does nothing 
but international banking. So we try 
awfully hard to do it well. 


Amman Expreaa International Banking Corporation ha* 41 branch* and subkidieriet handling all type* oi banking tramactions all ever the world 
We’re In these major financial centers - Calcutta, Bombay, New Delhi, Amsterdam, Athens (2), Basle, Bremen, Brands, Cannae, Chittagong. Dates. 
Djakarta, Ducaeidorf, Florence, Freak Air t. Geneva, The Hague, Hamburg, Heidelberg. Hong Kong, Karachi, Kowtaoa (2), Lahore, Lanaanne, London, 
Lucerne, Lugano, Milan, Monte Carlo, Munich, Naples. Ntoe, Okinawa (2), Faria (2), Piraeut, Rome, Rotterdam, Salonica. Taipei. Tokyo, Ve»ice(2), 
Vienna, Zurich International Headquarters 65 Broadway, New York. New York 

Afterican Express hBrottliiil Buktef Cerptrttisft 
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WINDOW ON THE WORLD 


Goodbye to Welfarism! 


JOSSLEYN HENNESSEY 


I 

MEANING OF THE ELECTION 
LONDON: 

If we are to understand the Tory revo¬ 
lution that the next five years will see, 
we must glance back at Labour’s last 
.days. 

On May 18, Mr Wilson announced 
the general election for June 18. Why 
did he choose to hold it 10 months be¬ 
fore it legally need have been? 

Despite Mr Wilson’s fantastic claim 
on May 18 that he had fixed the date 
four years previously, most observers 
agree that the first reason for the 
snap June election was that, following 
the continuous wage inflation due to 
Mr Wilson’s (lack of) policies, the pub¬ 
lic opinion polls had moved spectacu¬ 
larly away from the Tory lead, which 
they had-been announcing for over a 
year, and had swung heavily in favour 
of Labour. Secondly, although the over¬ 
seas trade position had moved into subs¬ 
tantial surplus, the economic uncertain¬ 
ties of the immediate future were such 
that if electoral advantage were to be 
extracted from the trade surplus, the 
election could not be postponed until 
the autumn. 

Unpopular Measures 

The cost of living was rising steeply, 
and economic commentators were pre¬ 
dicting that continuing inflation would 
soon give prices a further sharp twist 
and lead to a recurrence of economic 
difficulties which might require unpopu¬ 
lar measures, not excluding a wage freeze 
(as even Mr Callaghan suggested). Mr 
Woodrow Wyatt, Labour ex-MP, had 
on May 30 let the cat out of the bag 
when he said that, without a compulsory 
prices and incomes policy within a year 
“the present wages and prices explosion 
will wipe out our economic prosperity 
and we will be in the soup again.” 

At the election it was left to Mr Heath 
to expose the underlying weaknesses 
of the economy. Mr Wilson fought a, 
lullaby campaign. Mesmerised by his 
popularity in the opinion polls, which 
forecast that he would have an easy 
victory, he behaved as if he had won die 
election, made few serious speeches and 
during his walkabouts in the sunshine 
produced a daily witticism at Mr 
Heath’s expense. No party leader had 
ever before fought so trivial, smug and 


complacent a general election campaign. 
On the basis of the improvement in the 
balance of payments (brought about by 
high unemployment, heavy new taxa¬ 
tion and unplanned devaluation) and 
ignoring the vast new foreign debts that 
his government had incurred, which 
still remained-to be repaid, Mr Wilson 
maintained that under him Britain had 
become one of the strongest economies 
in the world. He ridiculed Mr Heath’s 
warnings. 

Crucial Advantage Lacking 

Mr Wilson was modelling himself on 
Harold Macmillan, who had taken the 
view that a Prime Minister should not 
build up his opponent by treating him as 
an equal contender. Harold Wilson 
presented himself as the responsible 
man in office, who knew the ropes and 
was above the battle. Yet he not only 
played the part of nature’s prime minis¬ 
ter less convincingly, he lacked one 
crucial advantage that Harold Mac¬ 
millan had enjoyed: a record of success. 
Harold Wilson’s record included low 
growth; spiralling prices; high and ris¬ 
ing taxes; forced unplanned devalua¬ 
tion; the lowest total of houses built 
by any postwar government; defeat by 
Rhodesia’s Ian Smith; ridicule over 
Anguilla; a long campaign of bluster 
towards the trade unions’ exploitation 
of their labour monopoly which the 
unions had countered successfully by 
threats of revolt against the Labour 
movement — threats which so alarmed 
the party that Mr Wilson, and his aide 
Mrs Barbara Castle, were forced into 
a surrender, as total as it was ignomini¬ 
ous. In an attempt to save his face 
(which took no one in, least of all the 
socialist New Statesman , which openly 
laughed it to scorn), Mr Wilson preten¬ 
ded that his withdrawal of all proposals 
to discipline the unions was the “solu¬ 
tion” of the government’s relations 
with them towards which he had been 
working all the time 1 “Effrontery" is 
a word that has become part of the 
common coin of political debate, but in 
this instance it seems the justifiably 
inescapable epithet. 

Since up to the last moment all 
commentators predicted a Labour vic¬ 
tory, all have been toying to find reasons 
for the Tory suC&ess. Mostly, they 
referred to the eve of poll revelation 
of the UK’s poor trade figures and Mr 
Heath's warning of economic difficulties 
ahead, explaining that if economic 


clouds were looming up, the electors evi¬ 
dently felt safer with the Tories than 
with the socialists. This is possible, but 
it also seems probable that Mr Wilson’s 
complacency, music hall flippancy,daily 
jokes and refusal to discuss serious 
issues, added to their distrust. By cont¬ 
rast, Edward Heath’s avoidance of 
bonhomous back-slapping, baby-kiss¬ 
ing, and other obvious vote-catching 
routines, his persistence in ventilating 
serious problems, such as the UK’s 
relations with the EEC, the need to 
bring the trade unions within the law 
of the land, the need for parents to be 
able to choose the kind of education 
that they preferred for their children, 
the need to reduce taxation, to increase 
incentives to work, to save and to invest 
— all increased confidence in Mr 
Heath. 

The instantaneous back-fire of Mr 
Wilson’s retorts to hecklers and egg 
throwers aroused suspicions in the piess 
that the heckle is’ slogans had been 
scripted, and the eggs bought, by Mr 
Wilsou’s public relations advisers. One 
of Mr Wilson’s widely reported jokes 
was in reply to what many correspon¬ 
dents suspected as a “planted” question: 
“Is an election really necessary when 
the result in such a foregone con¬ 
clusion?" Mr Wilson quipped: ‘Tm 
anxious that people who placed bets on 
a June election should win them." 
The mass audience roared with laughter, 
but the subsequent results suggested 
that, on reflection, they did not like the 
serious matter of a national elec¬ 
toral consultation treated in terms of 
music-hall repartee. 

“Oor Harold” 

Harold Wilson pulled out all the stops 
in his folksy “meet the people” tour but 
it soon became dear that the people 
“met” had been handpicked to provide 
the local newspapers, photographer', 
and televison men with ready-made 
human interest, e.g. in the West Riding, 
Mr Wilson featured himself as “our 
Harold” the local boy who had made 
good, with anecdotes of his childhood, 
and triumphant reminders that he was a 
genuine “local” because he knew (as no 
outsider could) that Slaithwaite is pro¬ 
nounced “Slowitt”. In Norfolk, “our 
Harold” appeared as the devoted hus¬ 
band, revealing that his wife, Mary 
“had been bom down the road”, and 
so on. The reporters and the TV men 
loved it and contrasted Edward Heath’s 
failure to oblige the photographers by 
plunging into friendly crowds to shake 
hands au round, to cries of "Good old 
Ted I” They contrasted his shyness and 
tenseness before the TV cameras with 
Harold Wilson oozing bonhomie, ribb¬ 
ing the TV men, and remembering the 
reporters’ Christian names. But how¬ 
ever delighted the reporters and photo- 
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graphers were by this mass-production 
of packaged news stories, the electors, 
evidently considering that an election 
is not about jokes but about the future 
of the country, preferred to vote into 
office the man who took serious things 
.seriously, raising one issue after another 
to put them squarely to the country. 
As he said over the air: “I believe in 
telling the British people about the seri¬ 
ous things which concern them”. 

II 

PLANS TO TRANSFORM BRITAIN 

Two months after the election vast 
numbers of the British still look at 
political and economic events as though 
the Labour party had been returned to 
power. 

In fact, 1970 is likely to prove as histo¬ 
ric a watershed in British affairs as was 
1945, the year in which Alllee's first 
postwar Labour government took office. 
If Edward Heath’s government succeeds, 
it will produce greater changes in the 
way the UK is run than any government 
since Atlec. Yet the average Briton, 
judging by what one reads in most pa¬ 
pers, seems to have no 1 idea that any 
thing but the “post-1945 consensus” 
policies are going to be continued. 

Postwar Britain is Attlee’s Britain. He 
initiated the non-sclective, “all-in”, non- 
discriminalory, welfare stale; the conti¬ 
nuation in peace of taxation on war-time 
scales; the cold-shoulder to the leader¬ 
ship of Europe which, in 1945, was the 
UK’s for the asking; the decision to 
withdraw from empire; the character of 
nuclear and NATO strategy; nationa¬ 
lisation; the privileged position of the 
unions outside the law — all these 
Attlee initiated in the Labour party’s 
1945 election manifesto, and subsequent 
Tory governments, with comparatively 
minor, if significant, modifications of 
emphasis, took it for granted that the 
electors wanted the broad lines and the 
social climate of Attlee’s Britain main¬ 
tained. 

In 1964, Harold Wilson seemed to 
offer a radical re-appraisal of postwar 
Britain, but once in office, his policies 
turned out to be largely a continuation 
of Tory “consensus” or “Butskell” poli¬ 
cies, plus restoration of bits and pieces 
which had, over the years, got lopped 
off the Attlee state. Whereas Major 
Clement Attlee’s 1945 government left 
its clear and decisive mark on almost 
every aspect of British life, Harold 
Wilson’s government has sunk beneath 
the waves leaving the landscape largely 
the same: hifc decision to withdraw 
from Suez was, for example, only a na¬ 
tural foil w-up to Attlee’s decision to 
withdraw from India. 

, As,* the (independent) Timer has. 


pointed out, this is natural enough: 
Attlee’s failures could best be cirticiscd 
from the right. Everyone wants the wel¬ 
fare state, but they don’t want the low 
standards and high costs which flow 
from enforcing welfarism indiscrimi¬ 
nately, with the emphasis on quantity 
and equality rather than on quality and 
real but unequal needs. Progressive 
taxes are fair, but the complex taxes, 
which have been piled up higgledy-pig¬ 
gledy, are confiscatory, inefficient, and 
disincentive. Withdrawal from empire 
made sense in 1945, but the simultane¬ 
ous withdrawal from India and rejection 
of positive political co-operation in 
Europe was incredibly short-sighted — 
not only the UK’s foreign relations, but 
those of Europe and of the whole world 
have suffered. NATO was, and is, all 
right, but with the UK outside the EEC, 
NATO has led 20 years later to the 
over-dependence of the European po¬ 
wers on the USA. 

Conservative Defender 

Although in the end, the Labour 
^government was converted to British 
entry into the EEC, the Labour party 
had inevitably become the conservative 
defenders of the 1945 settlement, just 
as the Whigs after 1714 became the 
conservative defenders of the Hanove¬ 
rian settlements. So the UK has lived 
through the 1945 settlement, the Tory 
consensus from 1951 to 1964, and its 
refurbishing and dusting up between 
1964-70 to meet the totally different 
circumstances created by 19 years 
experience of it. And now, for the first 
time, a British government is about to 
attempt to remedy the stresses and 
strains, and to seal the fissures and 
cracks which, with the march of time, 
have inevitably overtaken the 1945 settle¬ 
ment. 

The most obvious defects are (l) that 
the UK has performed economically 
worse since 1945 than any other major 
industrial country and (2) that, having 
lost an empire, she has not found an 
international role. 

Edward Heath’s election speeches 
showed that he thinks that the govern¬ 
ment should cease to play variations on 
worn-out policies originally devised to 
meet problems which have Jong been 
transformed. 

Mt Heath has come to office in 1970 
with new policies as clearly worked out 
as did major Attlee in 1945. He is going 
to reorganise and rationalise the ad¬ 
ministrative machinery of government, 
limit its functions and expenditure, re¬ 
duce and rationalise taxes, disentangle 
welfarism from universal routine egali¬ 
tarianism and relate it to genuine indivi¬ 
dual need, arid tame the “overmighty 
feudal barons” of trade-unionism, not 


by destroying them but by bringing them 
as much under the law as are the em¬ 
ployers. If an employer cannot dis¬ 
miss a worker without due l process of 
law and observing approved regulations, 
why should a trade union* usually rub 
by a minority of activists, be entitled 
either to prevent ;< worker from earning 
his living by blacklisting him or by 
bringing the entire factory in which he 
works to a stop without due process 
ot law and without observing approved 
regulations? The Heath government 
will also negotiate eniry into Europe — 
a Europe doubtless simultaneously en¬ 
larged by other entrants, such as Eire 
and Austria. 

All this should be as clear in August, 
1970, as the nationalisation of the rail¬ 
ways was in August, 1945, but few seem 
as yet to realise that the Heath govern¬ 
ment programme will produce a new 
settlement in which most of the pre-1970 
assumptions will become anachroni¬ 
sms. The whole caravan has moved on. 

By 1974, or thereabouts, Mr Heath 
intends, God willing, to have produced 
a new political settlement and a new 
political alignment in which the Labour 
party will face a liberal settlement equal¬ 
ly remote from Attlee’s welfare Britain 
as from Sweden’s social democracy. The 
Labour party will have to think out a 
radical critique of a society which it 
will have had no part in framing. And, 
sticking my neck oift, 1 would say that 
Horold Wilson’s style of instant politi¬ 
cal gimmickry will have been replaced 
by Roy Jenkins' style of reflective radical 
reaction. 

in 

THE IMMEDIATE FUTURE 

Mr Heath is committed to creating 
a virtuous circle by a selection of cuts 
in public expenditure and by the stimu¬ 
lation of personal and corporate sav¬ 
ings, designed to finance the decisive 
initial pump-priming cut in direct taxes. 
The new theory is that the cut in direct 
taxes will stimulate growth and savings, 
slow down inflation and strengthen the 
balance of payments. This is the oppo¬ 
site of Tory and Labour policies since 
1945. 

To get into a virtuous orbit, the cuts 
in expenditure and the stimulus to sav¬ 
ing must be such as, taken with the cuts 
jn direct taxes, neither add to net de¬ 
mand nor to cost pressures on prices. 
This is not easy but it impossible. Past 
experience has been that (1) cuts in 
direct personal taxes strongly affect final 
demand and do nothing to reduce costs 
or prices and (2) no tax incentive to sav¬ 
ings has hitherto added more to the net 
total of personal saving (after allowing 
for switches) than it has subtracted from 
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public savings* Unless tax incentives 
to savings add to the net total of personal 
saving without reducing public saving, 
the net effect on demand is not defla¬ 
tionary: it is inflationary. 

The new government can, of course, 
create a climate in which total 
savings would rise, and lower taxes 
could, of course, evoke greater effort 
and enterprise, and this could offset 
the effect on demand of the tax cuts be¬ 
cause what matters is the net effect on 
demand pressure (the balance of supply 
and demand). But for the Chancellor 
of the Exchequer, Mr Anthony Barber, 
to count in advance on much from higher 
savings and on keener incentives 
to maintain a proper balance between 
supply and demand would be as fool¬ 
hardy as was the blind reliance of the 
socialist government on the National 
Plan to yield growth fast enough to pay 
for their schemes for increased public 
expenditure. 

Reduction in Expenditure 

This is why Peter Jay, the Economics 
editor of the (London) Times , empha¬ 
sises that the cuts in direct taxes must 
be financed by matching reductions in 
public expenditure and those reductions 
must not be such as merely add to price 
pressures by shifting the burden of fi¬ 
nance on to industry and consumers. 
The public expenditure on which the 
savings are made must therefore be 
either direct government expenditure on 
goods and services (for example, ships 
and school teachers) or cash transfers 
which enter directly into people's in¬ 
comes. To cut income tax and reduce 
net expenditure by increasing charges 
(for example for the national health ser¬ 
vices) does not pass the second part of 
the double test that there must be no 
net effect on total demand and that there 
must be no net effect on prices. 

By the same token, to cut income 
tax and save expenditure by stopping 
capita] transfers (for example on na¬ 
tionalising the docks) does not pass the 
first part of the test, because capital 
transfers do not affect demand unless 
the money supply is increased to finance 
the stock issued in compensation. 

What is relevant in these and other 
possible examples is not whether these 
measures should or should not be car¬ 
ried out, but whether any credit for 
them can be taken as offsets to lower di¬ 
rect taxes. Once more stable conditions 
have been achieved — as, with or with¬ 
out new measures, they probably will 
under Mr Heath's policies — then the 
advantages of switching from direct to 
indirect taxes at some transitional cost 
to prices will be obvious. 

Anthony Barber and Edward Heath 
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are alive to these arguments and since, 
unlike Harold Wilson when he acceded 
to office in 1964, Edward Heath has 
not proclaimed “one Hundred Days 
of Action’*, but has, on the contrary, 
gone out of his way to insist that he be¬ 
lieves in action after reflection, it is un¬ 
likely that any spectacular moves in 
economic policy will be announced be¬ 
fore the 1971 budget. Mr Heath has, in 
fact, emphasised that Tory tax reforms 
are not matters for a single budget but 
for five years of development. By dint 
of selective quotation, Labour spokes- 

The Success 

E- B* 
VIENNA: 

The German Democratic Republic, 
which now enjoys full diplomatic rela¬ 
tions with Ceylon and consular relations 
with India, has for some 15 years been a 
success story and a show window for 
^communist east Europe. Not without 
some justice is the claim made that 
it was the GDR rather than the German 
Federal Republic that achieved a post¬ 
war “economic miracle”; more precise¬ 
ly, the German genius for work and 
precision and not a little aggressiveness 
served both parts of the divided Ger¬ 
man lands very well. Nevertheless, the 
German Democratic Republic remains, 
politically, an alien Teutonic buffer in 
an east European complex helping to 
protect and support a Slav communist 
world. 

Artificial Division 

The quarter century since the division 
of Germany begins to obscure some 
European realities. These are that, 
while German political unity was finally 
achieved under Bismark a century or so 
ago, German peoples have inhabited 
and expanded in central Europe since 
early Roman times. The defeat of 1945 
projected the present pattern of Europe. 
The difficulties confronting some mu¬ 
tual, formal recognition between the 
two German states that resulted stem 
also from the split which, however 
necessary, ran contrary to historical 
development. The division has had, 
for that reason, to be artificially suppor¬ 
ted by mined and armed barbed-wire 
frontiers, a wall dividing Berlin and a 
large-scale garrisoning of Soviet troops 
within the GDR. 

Within that protection the German 
Democratic Republic has developed to 
an extent that has drawn unwilling ad¬ 
miration and increasing world recog¬ 
nition and mercantile relations. Mer¬ 
cantile and fishing fleets has been built 
up, a petrochemical industry developed 
now acknowledged to be one of the 
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men, still under the illusion that they 
are living in Attlee's welfare state, have 
been suggesting that Mr Heath under¬ 
took both to cut direct taxes and to 
abolish the (financially useful but eco¬ 
nomically pernicious) Selective Em¬ 
ployment Tax m the first budget. In 
fact, Mr Heath has repeatedly said 
that the Tory programme could not 
be accomplished overnight in one budget 
but would be the work of one parlia¬ 
ment. The first Tory budget will mark 
the change of direction — into the Tory 
way ahead. 

Story of GDR 

BROOK 

world's best and a steel industry built, 
like the others, from nothing. When 
the GDR came into being what few 
industries had existed in a predominant¬ 
ly agricultural area had been destroyed 
and almost the sole industrial asset 
was brown coal mining. To achieve this 
growth, to rebuild and expand while 
staging one of the world’s leading trade 
fairs twice a year at Leipzig the people 
of the GDR have had to work long and 
consistently with often inadequate do¬ 
mestic supplies and, until 1962, a 
dwindling work force. The proportion 
of women workers and of elderly people 
still working (as in the USSR) in the 
German Democratic Republic is high. 

But the people of the republic, irres- 

. pective of their personal political opi¬ 
nions, have developed a justifiable pride 
in their efforts and achievements, are 
proud of the essential German charac¬ 
teristics they have maintained, while 
they regard the Federal Republic of 
Germany as having been softened by 
easier living conditions and as having 
approximated to American value.*. 
They have come to admire the sheet* 
obduracy of the east German leaders in 
face of western hostilities and of the 
heavy demands made on them by east 
Europe, and especially by the Soviet 
Union. 

No Hardliner 

There are misconceptions about the 
German Democratic Republic’s leader¬ 
ship. Despite his ruthlessness with any 
personal challenge within his Socialist 
Unity party the 77-ycars old Walter 
Ulbricht is not so relentlessly a hard¬ 
liner as he is often depicted in the 
vC'estern press. In general, Ulbricht 
adopts a fairly flexible “centrist” posi¬ 
tion in party affairs, thereby keeping 
control of such ultra-communists as 
Albert Norden, Paul Verner and Her¬ 
mann Axen. He is able to support his 
presumed successor, Ernst Honecker, 
often his deputy and leader of a group 
placing political stability above require¬ 
ments to modernize techniques and 
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policy. Supporting IJlbrichl arc the 
Premier, Willi Stoph (a most adept poli¬ 
tician intensely trailed in the war 
years in the USSR). Sindermann and 
Hager wil v ’ younger men such as Gun¬ 
ther Mittag and Werner Jarow insky 
who would lead the party to an over¬ 
haul of Marxist theory to meet contem¬ 
porary circumstances and, above all, 
modernize all administration and in¬ 
dustrial methods even at the expense of 
the party’s political solidity. 

It is against this historical, human 
and political background that the Socia¬ 
list Unity party of the GDR has evolved 
successful modern industries, a mercan¬ 
tile marine now among the first 10 in 
world commerce, fisheries in almost all 
seas and, despite a succession of collec¬ 
tivisations, a fairly successful agri¬ 
culture that must always face the ri¬ 
gours of a very chilly climate. 

Foreign Contacts 

The success that has attended the 
GDR’s industrial efforts is being re¬ 
warded with increasingly co-operative 
foreign contacts. The British, who deal 
with the GDR only through the Confe¬ 
deration of British Industries and not 
at government level but who have 
recently signed a three-year trading 
agreement with Potsdam, are now; ex¬ 
tending their credit covers for British 
companies selling to Hast Germany. 
Trade, under this impact, is expected 
soon to reach a volume of £100 million 
annually. Common Market countries 
have already extended this credit period 
from five to eight years and Japan, ever 
with an eye For an expanding market, is 
increasing its trade representation in 
East Germany. 

Three-fifths of East German trade 
continues to be within the Comccon 
area of east Europe; the quality of its 
manufactures is so highly prized by the 
Soviet Union that the volume of credit 
East Germany has to extend to the 
USSR for its purchases is a major check 
to its own growth. The generous de¬ 
velopment aid East Germany has been 
required to extend to Iraq and Libya, 
also, is a brake on its own development 
and an unusually hard winter last year 
has helped still further to slow the rate 
of growth. 

Although industrial output in the first 
quarter of |970was four per cent higher 
than in the same period last year the 
volume represented a considerable 
shortfall compared to the planned in¬ 
crease and was a serious disappoint¬ 
ment to the party leadership. The bur¬ 
dens mentioned are not the only causes 
of this unsatisfactory performance, of 
doing much less well than was thought 
possible; the party admits that the best 
use is still not bung made of all ad¬ 
vantages available, Steel output was 
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among the areas in arrears but the worst 
area of disappointments is the building 
and construction undertakings where 
even labour performance is much in¬ 
ferior to what had been expected of it- 

The younger men in the party, all 
of them highly qualified technicians, 
arc far more dynamic and less rigid in 
outlook than the older men whose youn¬ 
ger years saw the end of Imperial Ger¬ 
many, of the Weimar Republic and the 
growth of Nazism. These older men, 
with hard painful personal histories, 
put party solidarity before all else; 
the younger men are intolerant of 
incompetence and waste but less rigid 
in party dogma. 

Because of :his attitude of the cap&- 
able yourtger men (all of them in their 
40s) the party leadership can scarcely 
fail to undergo a transition in this 


Thu dynamism of Romania’s econo¬ 
my, increased technical capacity of its 
industry and the high rate of industrial 
growth have created propitious condi¬ 
tions for Romania’s active participation 
in world trade and the multilateral de¬ 
velopment of her international economic 
collaboration. Promoting normal eco¬ 
nomic relations with all states on the 
principles of equal rights, respect for 
national independence and sovereignty, 
non-interference m internal affairs and 
mutual advantage, Romania lias steadily 
developed trade with partners in many 
countries. 

Today Romania has economic rela¬ 
tions with 110 countries on all conti¬ 
nents as against 29 only in 1950. Typical 
of Romanian foreign trade is the high 
rate of its growth brought about by the 
improved quality and pattern of its 
export goods, and by the diversification 
of commodity markets both as regards 
the sale and purchase of goods. Between 
1965 and 1969 alone, the annual average 
rate of growth witnessed by Romania’s 
foreign trade was of 12.5 per cent. 
Statistical data show that in the last 
20 years Romania’s foreign trade 
expanded at a higher rale than world 
trade as a whole. 

More than half of the total volume of 
Romania’s foreign trade is held by its 
partners in the socialist countries. In 
1969, the share of the socialist countries 
was as high as 55 per cent. 

Consistently promoting mutually ad¬ 
vantageous economic relations with all 
states, regardless of their social system, 
without any political conditions, restric- 


August 21, 1970 

decade; a relaxation in relations with 
the Federal Republic would give the 
process much impetus. East Germany 
is growing steadily stronger economi¬ 
cally, more sure of itself politically, 
more proud of itself in world affairs. 
The newer leadership that is just 
beginning to emerge will not tolerate the 
type of indifference that all too often 
spoils achievements in east Europe but 
will seek to exploit to the full the econo¬ 
mic opportunities they see provided in a 
socialism fully brought up to date. Nor 
will they have any patience with party 
members’ self-satisfaction or with any 
outmoded, attitudes. Integration of 
scientific technical work in production 
processes comes more prominently in 
their thinking than does the complete 
conformity of a people with a conser¬ 
vative and unrevised interpretation of 
the thoughts of Marx, Engels or Lenin. 


Romania wiU celebrate its notional day on 
August 23. 

tions or discriminations, Romania ex¬ 
panded its economic collaborations also 
with many developed non-socialist 
countries such as Australia, Belgium, 
Britain, Denmark, France, the Federal 
Republic of Germany, Holland, Italy 
and Sweden. With all these countries, 
Romania has concluded long-term trade 
agreements to secure stability in ex¬ 
change of goods and services. As a re¬ 
sult of these agreements, Romania's tra¬ 
de with western countries has witnessed 
a rising trend. Compared to 1960, the 
volume of Romania’s trade with these 
countries was more than four times in 
1969. The growth of Romania’s trade 
with the developed non-socialist count¬ 
ries is illustrated by the high rates rea¬ 
ched by trade with each of them. At the 
end of last year, the following increases 
were recorded as against 1965 in bila¬ 
teral exchanges; with Austria—more 
than 65 per cent; with Belgium—some 
5.5 times; with Britain — more than 
twofold; with Denmark — 2.7 times; 
with France — over threefold; with the 
Federal Republic of Germany — more 
than 67 per cent; with Holland — 3.8 
times; with Italy —• over 67 per cent; 
with Sweden — 2.5 times; with Switzer¬ 
land —■ mote than threefold; with the 
USA — over 2.6 times. 

The evolution of trade between Ro¬ 
mania and these countries was accom¬ 
panied by a continuous change in the 
pattern of both exported and imported 
goods, in compliance with the growing 
complex requirements of Romania’s 
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economy and with its increased export 
possibilities both with regard to volume 
and variety of products. 

Romania imports from the above- 
mentioned countries complex and high- 
standard industrial plants which, to¬ 
gether with Romanian-made plant, are 
used for equipping new industrial pro¬ 
jects or for enlarging and modernizing 
the old units. 

Romania sells to these countries 
various kinds of goods; chemicals — 
aromatic hydrocrabons, dyestuffs, 
chlorosodic products, medical drugs 
and pharmaceutical products, solvent 
phenol, insect killers and fungicides, 
chemical fertilizers, carbon black, syn¬ 
thetic rubber, oil products; finished and 
semi-finished wood products, furniture, 
chipboard and fibreboard, parquetry, 
plywood, veneer, resinous and decidu¬ 
ous timber; building materials—cement, 
window-glass, marble, plastics, as 
well as a rich range of consumer goods 
and foodstuffs. At the same time the 
continuous growth of Romania’s in¬ 
dustry made it possible to add to the 
export list products of the metallurgical 
industry, especially ferrous metal rolled 
goods and tubes, as well as a number of 
machines and equipment, including 
tractors, metal-cutting machine-tools, 
motor vehicles, electric motors, power 
transformers and other products of the 
electrical engineering and electronics 
industry, building equipment, bearings 
etc. Bearing in mind the progress re¬ 
corded in industrialisation, Romania 
tries to increase the export of manufac¬ 
tured goods to the western countries. 
The growth of such exports, the most 
dynamic element of world trade, would 
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be of a nature to facilitate the develop¬ 
ment of Romania’s exports as a whole 
and, implicitly, mutual exchanges. 

An examination of the exchanges 
shows at the same time that Romania’s 
trade balance with some non-socialist 
countries is unfavourable, and this 
puts a brake on the future development 
of mutual exchanges. Under such cir¬ 
cumstances, the increase of Romanian 
exports, especially of manufactured 
goods, would be a source of further 
expanding trade with these countries, 
and Romania does make great efforts 
in this direction. 

Co-operation in Production 

Co-operation in production is pro¬ 
moted by Romania with developed non¬ 
socialist countries. At present, Romania 
co-operates with the British BAC and 
Britten-Norman firms for the building 
of Islander airplanes, and with the 
Taylor Woodrow firm in the field of 
irrigation. Co-operation with the French 
firm, Renault, resulted in the production 
of Dacia 1,100 and Dacia 1,300 motor 
cars. Concomitantly, the technological 
line for the production of gear boxes for 
the French Estafette vans has been assi¬ 
milated in Romania. 

Other forms of bilateral industrial 
co-operation has been agreed upon with 
the Italian firm, Fiat, for the production 
of 40 HP tractors in different variants 
to be used in gardening, fruit-tree and 
wine-growing; with West German 
firms for the manufacture of installations 
for producing chipboards; with Swedish 
firms for the production of fibreboards. 

By adopting the most elastic forms of 
co-operation, Romania has been en¬ 
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couraging joint ventures for meeting 
raw material necessities and the 
setting up of mixed companies of a pro¬ 
ductive nature or for trade. The colla¬ 
borative companies organised and func¬ 
tioning upon principles of equal rights 
and mutual advantage contribute to¬ 
wards putting to good use natural re¬ 
sources and to meeting the partners’ 
demands for certain products. Thus, 
Romania has set up jointly with Britain 
“Arcode”—a joint venture for chemi¬ 
cals; with France the collaborative ven¬ 
tures “Decofra” and "Sotecom” for 
chemicals, textiles, machine-tools and 
industrial plant; with the Federal Re¬ 
public of Germany the “Contichemie” 
company for chemicals: with Italy the 
“Romital’’ and“Vitama” companies for 
chemicals and machine tools; with the 
Netherlands the “Petra” a company for 
plant and equipment to be used in the 
oil industry. These trade companies 
have fully proved their usefulness and 
contributed to the promotion of Ro¬ 
manian exports. 

This year, the last of the current five- 
year Plan period, Romania’s economy 
will record new successes in its develop¬ 
ment. It is estimated that industrial out¬ 
put will increase by 11.3 per cent 
over 1969, and higher growth rates will 
be achieved, particularly in the key 
branches, namely mining, electric 
power, chemistry, metallurgy and 
machine buildings., This year Ro¬ 
manian foreign trade will add to its 
achievements a growth of some 11.30 
per cent. The provisions of the 1970 
foreign trade plan will create favourable 
conditions for further expansion of 
Romania’s trade with developed non¬ 
socialist countries. 
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tndte Tobioco Compi if 
Umitid and in alstar 
organisation and tobaco# 
supplier, Indian Leaf # j 
Tobacco Development ; 
Company Limited, 
pioneered the cultivation 
of Rue Cured Virginia 
tobacco in 1920 resulting 
in self-sufficiency in the 
basic raw material for 
cigarette manufacture—a 
permanent and perpetual 
contribution to the self- 
reliance of the country's 
economy. And* of course, 
FCV tobaccos are also 
a major export item. 
Demonstrating the use 
of the latest cultural 
practices, developing 
pesticides, innovating 
new crop strains, 
providing pure seeds and 
tailor-made fertilisers 
on credit, granting interest- 
free cash loans—this is 
the kind of practical help 
that ILTD's research 
establishment, manned by 
highly qualified agronomists 
and scientists, extends to 
the tobacco farmer. 

Beyond today, I LTD helps 
prepare for the future— 
by engaging in extension . 
farming and imparting 
scientific skills in Flue 
Cured Virginia tobacco 
cultivation through their 
Training School at Hunsor 
(Mysore) to its own 
employees as well as to 
Government personnel. 
These steps ultimately 
benefit the 240,000 village 
folk who live on tobacco 1 
farms and who are the 
constant and collective 
concern of I LTD and ITC. i 
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The Independence Day reception at 
Rashtrapati Bhavan was, in a sense, a 
diamond-studded affair. The President’s 
wife was profusely plastered with the 
white stone. It may be true, however, 
that the difference in this respect between 
Mrs Saraswati Giri and the more 
soberly dressed Mrs Indira Gandhi 
really is that while the President’s wife 
is ostentatiously expensive, the Prime 
Minister is expensively austere. Mean¬ 
while, the people are being daily re¬ 
minded by the speeches and writings 
of men and women in high places of the 
latter's anguish and agony over the 
poverty and unemployment in the land. 
# * 

An enterprising reporter from The 
Statesman has attempted to give an 
earthy flavour to the political high jinks 
of the “Land Grab” agitation. Accord¬ 
ing to him, the man who is employed to 
look after Mrs Indira Gandhi’s farm 
in a rural neighbourhood of the capi¬ 
tal believes that he has better title to it 
than the land-grabbers or even the legal 
owner of the land. The caretaker’s argu¬ 
ment is that he has been on this farm for 
the last 11 years and is, therefore, well- 
qualified to own it on the basis that 
“land must go to the tiller”. Forty-year 
old Badri Prashad — for this is the name 
of the man who is looking after Mrs 
Gandhi’s farm — seems to be quite out¬ 
spoken. Mrs Gandhi and her sons, 
says Badri Prashad, are not farmers; 
they do not pay any attention to its 
maintenance. The tubcwell has been 
out of order for the last two months and 
electricity is cut off periodically due to 
non-payment of bills. Naturally, then, 
the farm has not been yielding any pro¬ 
fit, but is only making losses. It was 
bought by the late Feroze Gandhi about 
1) years ago and is now producing little 
except some stray fruit or vegetable. 
Badri Prashad, it appears, is paid a 
monthly salary of Rs 80. Whether this 
is enough to help him maintain his 
family of a wife and three children or 
not, it cannot be said to be an unreason¬ 
able remuneration considering that the 
farm yields virtually nothing for its 
owner. 

This story of the Prime Minister’s 
non-venture into farming is, no doubt, 
amusing, but it has also its less sunny 
side. It is not wholly a piece of cheerful 
information that 23 bighas of land, 
which evidently could be made to yield 
some useful produce, if properly manag¬ 
ed, have thus remained neglected over 
the years for no better reason except that 
its present owner and her sons “are not 


farmers”. It seems to me that, in the 
din of all the talk about the land prob¬ 
lem, we are tending to miss the really 
valid point that what hurts the commu¬ 
nity is not the size of individual hold¬ 
ings as the inadequate or inefficient 
utilisation of farms, big or small. Where 
a large farm is properly cultivated, it 
does benefit the community, irrespective 
of who or how many people may own 
it. This is particularly so where large 
farms are utilised for such nation-build¬ 
ing purposes as research into improved 
farming techniques or the production of 
pedigree seeds. Surely it would serve 
the nation better were state governments 
to turn to investigating how well or ill 
large farms are managed in terms of 
national priorities than were the politi¬ 
cians and the people to dissipate their 
eAergies on land-grabbing and the like. 
* * 

Had I but served God with half the 
zeal as I served my king, etc., etc. It 
seems to me that the nation’s industrial 
leaders could exclaim with equal justi¬ 
fication that had they devoted half as 
much attention to public relations as to 
government relations it would be paying 
them far better todaj. It is, no doubt, 
true that, until about 1960, it was con¬ 
venient for the great industrialists to be 
able to make friends with or influence 
ministers and bureaucrats so that their 
projects could cut through red tape or 
get through the maze of negative cont¬ 
rols or other reslrictionist regulations. 
After 1960. however, this pattern of 
managing matters was becoming more 
and more counter-productive. It was 
creating increasing scope for politically- 
motivated attacks on big business with 
the result that an atmosphere was 
steadily being engendered, in which 
ministers and officials were becoming 
more and more hesitant to do anything 
that would help industrialisation for 
fear of being criticised as pro-capitalist. 
Simultaneously, these developments 
were also rendering the big industrialists 
more and more vulnerable to pressures 
of all kinds exerted by politicians in 
power. 

Big business would have been in a 
far better position to withstand these 
strains had it been wise enough to look 
after its public relations at least in the 
sixties. Had it adopted modern me¬ 
thods of communicating with the people, 
the latter would have had a belter 
appreciation of the role played by the 
nation’s business leaders in the expan¬ 
sion of investment, production and em¬ 
ployment. Unfortunately, the business 


community generally andjjbig business 
in, particular had failed to project a 
true image of what the private sector or 
the men prominent in it have done to 
develop wealth and welfare for the na¬ 
tion. As a result, industrialists, who have 
done solid work for the good of the 
country in vital areas of the economy 
and who are still able and willing to 
continue to do so provided that political 
context permits it, are being too easily 
bullied by political upstarts or opportu¬ 
nistic politicians in power. 

These reflections of mine have been 
occasioned by u report I saw in The 
Hindustan 'Times last week of a 45- 
minute television programme which the 
BBC devoted to portraying the role 
played by the Biria family in expanding 
and diversifying our country's industrial 
structure. The theme of the programme 
was that the members of this family 
under the leadership of Mr G.D. Biria 
regarded the expansion of their existing 
industries and the starting of new in¬ 
dustries primarily as a duty they owed to 
a nation so sadly short of investment, 
production and employment. 1 cannot 
imagine All India Radio doing any¬ 
thing similar to project the achieve¬ 
ments of this or any other leading busi¬ 
ness family in our country. But this 
need not necessarily come in the way of 
our business leaders making up for lost 
time in informing their countrymen of 
what native entrepreneurship has been 
doing all these 20 years or more for, 
while politicians have mainly been talk¬ 
ing about, economic growth or welfare. 

From the controversy which is going 
on about Mr K. Hanumanthaiya’s 
deprecatory references to the Mysore 
government, which he made while he 
was touring in that state, it is clear that 
the union Minister for Law has 
got the wrong end of the argument. 
The Chief Minister of Mysore is wholly 
justified in protesting against Mr 
Hanumanthaiya’s reported remark that 
the present administration in that stale 
is a corrupt one. As a politician be¬ 
longing to a rival party, the Law Minis¬ 
ter certainly has the right to debate the 
pojitics of the party in power in Mysore 
state, but holding the position he does 
in the central government, he cannot 
lightly indulge in accusations of corrup¬ 
tion against the ministry in that state. 
The point need not be laboured and Mr 
Hanumanthaiya would only be doing 
justice to himself if he were to express 
regret for his improper statement. 



336 


Trade 


SMALL C AR 

Tiif union Minister for Industrial De¬ 
velopment and Internal Trade, Mr 
Dinesh Singh, indicated recently that 
the government had decided in princi¬ 
ple to establish u passenger car project 
in the public sector. The Ministry for 
Industrial Development would now ini¬ 
tiate detailed studies on the most econo¬ 
mic way of doing it and on means of 
financing the project. The project would 
be based on a proven foreign design. 
Discussions would be held with interes¬ 
ted parties and the most suitable popu¬ 
lar model would be selected. 

The best possible terms of collabora¬ 
tion are proposed to be secured. Al¬ 
though the collaboration would be 
with a foreign company, the bulk of 
the machine tools required by the 
project are to be procured within the 
country. Maximum reliance is to be 
placed on the local ancillary industries. 
The central government and the con¬ 
nected public sector undertakings fully 
owned by it would hold the controlling 
interest of 51 per cent of the equity 
capital of the proposed project. The 
remaining 49 per cent may be raised by 
the oifer of shares to the public at large 
and others. 

Mr Dinesh Singh pointed out that the 
project would make 50,000 cars a year 
and till the bulk of the gap existing bet¬ 
ween demand and supply. The demand 
estimated at 85,000 cars a year at the 
end of the fourth Plan, would go up 
further in the fifth Plan, The maximum 
production that could be achieved by 
the existing manufacturing units with 
lheir present facilities was less than 
40,000 cars a year. The question of 
augmenting these facilities had been 
considered. It was felt that the existing 
companies would have to depend heavi¬ 
ly on support from public financial insti¬ 
tutions for expansion. “In the circum¬ 
stances", Mr Dinesh Singh added, “it 
was felt that after taking all factors into 
account, it would be more adventageous 
to establish the factory m the public 
sector". 

The minister further revealed that the 
government had received a number of 
proposals from private sector factories, 
some of whom claimed to be able to 
manufacture cars based on completely 
indigenous resources. With a view to 
encouraging the growth of indigenous 
talent and resources, the government 
has decided to issue Letters of intent 
to such of the parties in the private sec- 
toi as are prepared to take up the munu- 
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facture of cars based on completely 
indigenous designs and without requir¬ 
ing imports or allocation of foreign 
exchange. 

ALLOCATION OF COTTON 

The Indian Cotton Mills’ Federation 
has intimated mills that the existing 
scheme of allocation of foreign cotton 
to mills on the basis of spindleage will 
be continued for the season 1970-71 sub¬ 
ject to final approval of the government. 
Under the scheme, returns have been 
called for from mills for distribution of 
450,000 bales of global cotton linked to 
300,000 bales of PL. 480 cotton. The 
qualifying ratio for quotas will be at the 
rate of one bale of global cotton for 
25,000 spindle shifts worked by a mill 
The last date for submission of applica¬ 
tions has been stipulated as August 25, 
1970. Mills are required to submit their 
demands together with performance 
guarantees at the rate of Rs 200 per bale. 
Those mills, whose returns are not re¬ 
ceived by the date stipulated, will be 
deemed to have surrendered the whole 
of their share of foreign cotton. 

FORWARD TRADING IN GUR 

The union government has in consul¬ 
tation with the Forward Markets Com¬ 
mission applied section 15 of the For¬ 
ward Contracts (Regulation) Act, 
1952 to gur throughout the country, 
with effect from August 10, 1970. The 
provision of this section have also been 
applied to non-transferable specific de¬ 
livery contracts in this commodity, which 
are regulated or controlled by an asso¬ 
ciation. As a result of these notifica¬ 
tions (a) every forward contract other 
than a non-transferable specific de¬ 
livery contracts and (b j every non-trans- 
ferable specific delivery contract regu¬ 
lated or controlled by an association, 
which may be entered into after the date 
of these notifications otherwise than 
between members of a recognised asso¬ 
ciation or through or with any such 
member would be illegal. Forward 
contracts other than non-transferable 
specific delivery contracts which may 
have been already entered into and 
which may be remaining to be per¬ 
formed after the date of the notifi¬ 
cation, have been closed out at the rate 
prevailing at the time at which the for¬ 
ward market in gur* closed on the date 
of the notification or if there was no 
trading on that date, the rate on the last 
preceding date of trading. Recognition 
under section 6 of the Act has been 
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granted to (1) The Vijay Beopar Cham¬ 
ber Ltd, Muzzaffarnagar, (2) the Kaisur- 
ganj Beopar Company Ltd, Meerut, (3) 
The Chamber of Commerce, Hapur,(4) 
The Agra Merchants’ Chamber Ltd, 
Agra, (5) The Ludhiana Grain Exchange 
Ltd, Ludhiana, (6) The Indian Exchange 
Ltd, Amritsar, (7) The Tijarti Chamber 
Sarrafan, Beawar and (8) The Shahupuri 
Forward Exchange Ltd, Kohlapur, for 
a period of three years. Recognition will 
also be granted to the Cennfal India 
Commercial Exchange Ltd, Gwalior, 
after the association carries out certain 
amendments in their constitution to the 
satisfaction of the Forward Markets 
Commission. 

TEXTILES FOR WEST AFRICA 

For the first time, the Indian cotton 
textiles have made a successful break¬ 
through in French West Africa. Orders 
worth over three crore rupees have been 
obtained and supplies are being made to 
textile firms in Senegal, Ivory Coast, 
Upper Volta and Cameroons. This 
breakthrough has been made after 
meeting tough competition from China, 
Formosa, South Korea, Japan and 
Pakistan. 

INDO-CZECHOSLOVAK MEET 

The second session of lndo-Czechos- 
lovak Joint Economic Committee was 
held in Prague at officials level from 
August 5 to 10, 1970. The discussions 
indicated promising possibilities for 
further growth and diversification of 
trade exchanges between the two count¬ 
ries with a rising proportion of export 
of manufactured, engineering and 
finished goods from India to Czechoslo¬ 
vakia. In the field of joint co-operation 
in third countries, need for regular ex¬ 
change of information was emphasised. 
Particular attention will be paid to 
export of products from Czechoslovak 
assisted projects in India. In the field of 
industrial co-operation it was decided to 
explore possibilities of collaboration in 
the core sector of economy covering 
tractors, fertilisers and petrochemical 
industry. 

MACHINE TOOLS SEMINAR 

A four-day pre-departure Orientation 
programme for a team of seven senior 
executives of machine tools industry, 
scheduled to visit Europe, America and 
south-east Asia on a sales-cum-market 
orientation tour was held at the Indian 
Institute of Foreign Trade recently. 
A number of organisations such as 
HFT, USAID, Ministry of Foreign 
Trade, ITC and UNDP, are collabora¬ 
ting in the sales-cum-market orienta¬ 
tion tour, which would enable Indian 
machine tools manufacturers and ex¬ 
porters to observe the standards, speci¬ 
fications and designs of machine tools 
abroad and to discuss collaborations, 
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investments and sales programmes with 
their counterparts in other countries. 
It would also enable them to establish 
business contacts which may be 
mutually beneficial. 

CONFERENCE ON SHIPPING 

The All-India Manufacturers’ Orga¬ 
nisation is organising an all-India level 
conference on “Problems and Prospects 
of Indian Shipping in the Seventies”, 
on August 23, 1970, at the 
Taj Mahal Hotel, Bombay. Mr. 
K. Raghuramiah, union Minister for 
Parliamentary Affairs, Shipping and 
Transport, is expected to inaugurate it. 
The conference will discuss vital prob¬ 
lems connected with shipping industries 
vis-a-vis the foreign trade of our country. 
This conference will pinpoint the role 
and development of shipping in relation 
to expansion of our foreign trade, de¬ 
velopment of ship-building, ship-owning 
and repairing and expansion and moder¬ 
nisation of ports. The following sub¬ 
jects have been selected for the three 
sessions of the conference: (1) Problems 
of ship-owning and ship-owners; (2) 
problems of shippers; and (3) port 
development, ship-building and re- 
paring. Experts from all over India in 
ship-building, shipping lines, foreign 
trade, and export promotion as well as 
top government officials from the Minis¬ 
tries of Industrial Development and 
Foreign Trade will be participating in 
the conference. 

INTEROCEAN CONGRESS 

“Utilisation of the Sea’s Food Re¬ 
serves” is the first of six theses to be dis¬ 
cussed by the Interocean Congress in 
November 1970. In three papers to be 
read, “Synopsis of the food potential of 
the world’s seas”, “Development trends 
in fish-harvesting techniques”, and 
“Problems and possibilities of Aqua¬ 
culture”, a survey of the seas' and oceans' 
potential will be made culminating in a 
discussion of the results in research of 
this relatively untapped wealth. The 
results of ocean research, which recently 
have been given more priority and re¬ 
cognition, can contribute greatly to the 
intenser utilisation of the ocean's poten¬ 
tial. 

FRENCH ASSISTANCE 

France has offered 152.7 million 
francs (Rs 26.6 crores) to India for 
purchase of French goods and ser¬ 
vices. This includes 27.7 million francs 
for debt relief. Announcing this, an 
official release stated that a financial 
protocol on the aid was signed in Paris 
by the Indian Ambassador, Mr Dw&rka- 
nath Ch&tteijee and the Deputy Direc¬ 
tor of the French Treasury Depart¬ 
ment, Mr Deguen, on August 4. The 
aid comprises treasury man of 62.5 
million francs (Rs 10.9 crores) repay¬ 


able over 25 years with a grace period 
of five years bearing an interest of 3.5 
per cent and an identical amount in 
bank credit repayable over 10 years. 

BOAC's GUIDE 

BOAC has just published a compre¬ 
hensive 200-page guide to countries in 
the eastern hemisphere. This is a part 
of BOAC's worldwide effort to generate 
tourist traffic and a large section has been 
devoted to India. India is becoming a 
more and more important spot on the 
tourist world map and its inclusion in 
this guide, which is being distributed 
worldwide, is bound to contribute to 
its growing popularity. This travel guide 
has been produced to cater for the wide¬ 
ly varied tastes and requirements of 
today’s travelling public. 

LUFTHANSA’S BIGGEST CARGO 

Lufthansa German Airlines recently 
carried the biggest air cargo consign¬ 
ment ever flown on a commercial car¬ 
rier out of New Delhi to Sweden. 
The shipment consists of 99 rolls 
of carpets weighing 9.9 tons. 
Being the only airline which operates 
k Boeing 707c all-cargo through New 
Delhi, such size shipments can present¬ 
ly only be carried by Lufthansa, 
After the inauguration of all-cargo ser¬ 
vice, Lufthansa recorded their 
cargo turnover cx-New Delhi to be al¬ 
most doubled. 

I.D.B.I. BRANCH 

The Industrial Development Bank of 
India (IDB1) Bombay, which recently 
established its regional office in New 
Delhi, has opened a branch office at 
Chandigarh too. The branch office will 
function undei; the overall supervision 
of the New Delhi regional office of the 
IDBI. 

FARM WEALTH TAX 

The union government has consider¬ 
ed the objections raised by some state 
governments but have not found suffi¬ 
cient justification for dropping the levy 
of wealth tax on agricultural lands, Mr 
Vidya Charan Shukla, Minister of 
Revenue and Expenditure informed the 
Rajya Sabha recently. 

JAPAN’S NATIONAL INCOME 

Japan has ranked second to the US 
in its gross national product (GNP) 
among the non-communist nations. Its 
GNP for the year 1969 ending in 
March, for the first time reached the 
62,720,600 yen-mark (about Rs 130,668 
crores), the Economic Planning Agency 
announced in a preliminary report re¬ 
cently. In real terms the growth rate 
was 13 per cent maintaining the 13 per 
cent high level for the third consecutive 
year. The swift economic expansion was 
principally caused by extremely active 
private investments, centring on equip¬ 


ment and housing investments. Another 
factor was a fat external surplus for the 
second straight year. 

R.B.I. DIRECTIVE WITHDRAWN 

The Reserve Bank of India has with¬ 
drawn its directive to the 14 nationalis¬ 
ed banks requiring them to seek prior 
approval of the bank in discharging 
important transactions. The Reserve 
Bank press note stated that the directive 
would not be operative now as the 
board of directors of these banks had 
been constituted. The banks have been 
advised that matters covered by the 
directive should be placed before the 
board of directors or a committee of 
the board. 

INCREASED PAPER PRODUC TION 

A crash programme for increasing 
paper production in the country by sett¬ 
ing up 30 second-hand reconditioned 
plants of 40 to 50 tonnes capacity which 
would increase production by 300,000 
to 400,000 tonnes per annum has been 
suggested by the All-India Paper Mills 
Association in a memorandum to the 
Prime Minister. It has also suggested 
the setting up of two or three giant pub¬ 
lic sector units for the production of 
pulp in Assam, Kashmir, Madhya Pra¬ 
desh and Kerala with a capacity of 5Q0 
tonnes per day to meet the pulp require¬ 
ments of small units. It has been pro¬ 
posed that the paper plants be imported 
from the US where such plants are 
available at low prices. The total invest¬ 
ment is estimated af Rs 36 crores for 
raising 400,000 tonnes additional capa¬ 
city in the paper sector by small mills, 
while the investment by the public sec¬ 
tor for pulp plants would be Rs 40 
crores. The foreign exchange component 
would be Rs 7.5 crores for the paper 
plants and Rs 10 crores for the two pulp 
plants. 

If this proposal is accepted the 
association proposes to set up a joint 
sector corporation to implement the 
crash programme. It is proposed to 
earmark a part of the additional pro¬ 
duction for a limited period of one or 
two years for producing newsprint and 
make the same available to the news¬ 
paper industry till such time the country 
achieves self-sufficiency. This will en¬ 
sure that by 1972-73 adequate newsprint 
will be made available to the news¬ 
paper industry and thus save consider¬ 
able foreign exchange. 

NAMES IN THE NEWS 

, Mr S.N. Bhat, a senior official of the 
Railway Accounts Service, and until 
recently Financial Adviser of Oil India 
Ltd, in the office of the managing direc¬ 
tor, New Delhi, has now been appointed 
as Financial Controller with his head¬ 
quarters at Duliajan. He has taken 
over charge of his office at Duliajan, 
from Mr M.P. Abel, who has retired. 
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NBC bearings are 

★ a precision product 

* processed under scientific quality control 

* made of High Carbon Chrome Steel 

★ of refeust design 
Manufactured by : 

NATIONAL ENGINEERING INDUSTRIES LTD., 

( BEARINGS DIVISION ) JAIPUR. 

Sales Offices : Calcutta : India Exchange Building. 

Bombay : G/3. Advent, 12A, Foreshore Road, Backbay 
Reclamation. 

New Delhi : 29/1, Asaf Ali Road. 

Amritsar : Amar Niwas, 36, Majitha Road. 

Coimbatore : 19-20, West Periaswamy Road, R.S. Puram. 
Kaapor : 111/408, Ashok Nagar. 
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Company Affairs 


INDIA TOBACCO COMPANY 

The India Tobacco Co Ltd held its 
first annual general meeting under its 
new name and in that sense the year 
1970 has been a landmark in its history* 
stated Mr A. N. Haksar, chairman of 
the company, while addressing the 
annual general meeting. Highlighting 
some of the significant achievements of 
the company, he pointed out that four 
IndiaTobacco cigarettes received awards 
at the world selection for tobacco and 
tobacco-made products held at Brussels 
in November 1969. India Kings got a 
gold medal, Windsor and Simla got 
silver medals and Lex, a bronze medal. 
These awards were a tribute to the qua¬ 
lity and excellence of the company, 
stated Mr Haksar. 

Another important achievement by 
the company has been that in the 
export field, the Indian Leaf Tobacco 
Development Co, a sister concern of 
the company, received the Govern¬ 
ment of India certificate of merit for 
outstanding export performance of 
around Rs 15 crores between October 
1966 to March 1968. Another achieve¬ 
ment has been the introduction of a 
filter tipped brand, Bristol, towards the 
beginning of the year under review and 
it found ready acceptance with consu¬ 
mers. 

Mr Haksar made a detailed survey 
of the company's management which 
had been maintained at a high level of 
efficiency. He added that the company 
had inherited the tradition of profes¬ 
sional management from its overseas 
investors. The main ingredients of this 
professional management, he added, 
were the divorcing of ownership from 
control, the maintenance of proper 
objectives before the people who take 
decisions, maintenance of correct atti¬ 
tudes and beliefs regarding the deve¬ 
lopment of scientific approach for the 
maximum use of resources and lastly 
the development and application of 
managerial enterprise. The chairman 
added that in order to maintain the 
highest levels of efficiency a system of 
management manpower forecasting 
is being practised by the company and 
rceruitmom is made through rigorous 
and sophisticated procedures of selec¬ 
tion. The career of professional raana- 
gei in the company, he added, staited 
with being a specialist and went on to 
be what might be termed a professional 
aud finally developing into a general 
manager. At all these stages valuable 


training is provided to the management 
personnel. 

ORIENTAL FIRE 

Mr T A. Pai, Chairman, the Oriental 
Fire and General Insurance Co., L f d 
told the shareholders at the annual 
general meeting held recently that net 
premium of the company during the 
year ended December 31, 1969, 

went up to Rs 11.62 crores fiom 
10.35 crores a year before. This has 
resulted in an increase in the depart¬ 
mental reserves by Rs 74 lakhs to 
Rs 6.79 crores.. After makin provi¬ 
sion for taxation to the extent of Rs 
45 lakhs and taking into account Rs 
19.91 lakhs, the release of provision 
in income tax in respect of earlier years, 
there is a surplus of Rs 91.49 lakhs. 
He indicated that a sum of Rs 63.99 
lakhs has been transferred to general 
reserve, Rs 22 lakhs to dividend re¬ 
serves and Rs 5.50 lakhs to dividend 
equalisation reserve. 

Mr Pai pointed out that there has 
been a marginal increase in the oveiall 
ratio of net claims to net premiums 
because of an adverse experience in 
miscellaneous department. The overall 
ratio of expenses of management and 
commission to net premium was lower 
at 37.87 per cent in 1968. The invest¬ 
ments of the company at the end of 
1969 aggregated to Rs 10.35 crores as 
against Rs 8.53 crores a year bcfoie. 
The directors, he added, had recommen¬ 
ded dividend at the rate of 20 per cent 
subject to deduction to tax at the pres¬ 
cribed rates. 

JIYAJEERAO COTTON 

The board of directors ofJiyajeerao 
Cotton Mills Ltd met in Bombay 
recently and resolved to capitalise Rs 
231.83 lakhs out of the company’s 
reserves and to issue 2,318,265 bonus 
equity shares of Rs 10 each to the exist¬ 
ing equity shareholders in the ratio of 
one for two. The board’s resolution 
supersedes its earlier proposal to capi¬ 
talise Rs 36.35 lakhs and issue 363,470 
bonus equity shares of Rs 10 each, 
which would have been approximately 
in the ratio of 1 for 13 shares held. 
Necessary application to the Controller 
of Capital Issues for the revised bonus 
issue proposal is being made by the 
company. The boards also resolved 
at its meeting to increase the company’s 
authorised equity capital by Rs 2 
crores to Rs 7.25 crores by issuing 


20*00,000 additional ordinary shares of 
Rs 10 each. 

INDIAN IRON 

The Indian Iron and Sleet Co Ltd, 
has increased the equity dividend from 
five per cent to six per cent for the year 
ended March .11, 1970. The company 
has earned a slightly higher gross profit 
of Rs 7.74 crores for 1969-70 against 
Rs 7.68 crores for the previous year. 
It earned a gross profit of Rs 5.56 
crores for 1967-68. The provision for 
depreciation is higher at Rs 5.14 
crores against Rs 4.65 crores. This 
leaves a pre-tax profit of Rs 2.60 crores 
against Rs 3.03 crores. Taxation ab¬ 
sorbs Rs 4 lakhs against R^. 54 lakhs 
last year leaving a profit-after-tax of 
Rs 2.56 crores against Rs 2.42 crores. 
Out of the profit-after-tax, a sum of 
Rs 17.55 lakhs is used for payment of 
preference dividends. Net appropria¬ 
tions account for the balance amount¬ 
ing to Rs 2.38 crores. The proposed 
equity dividend will be paid out of the 
reserves. 

SHRIRAM BEARINGS 

The directors of Shriram Bearings 
Ltd, have proposed a maiden equity 
dividend of 10 per cent for the year 
ended June 1970. The company has 
cleared the arrears of preference divi¬ 
dends for the previous two years. The 
company has reported encouraging 
progress during the year. Production 
and sales have registered an increase 
of 33 per cent and 50 per cent respec¬ 
tively. The company’s working has 
resulted in a higher gross profit 
of Rs 67.17 lakhs compared to 
Rs 25.39 lakhs in the previous year. 
After providing Rs 15.63 lakhs for 
depreciation and Rs 15.98 lakhs for 
development rebate reserve, the net 
profit works out at Rs 35.56 lakhs. 
Dividends on preference shares for the 
years 1967-68 and 1968-69 absorb Rs 
3.72 lakhs. The disposable amount is 
thus Rs 31.84 lakhs, which has been 
transferred to the general reserve. The 
equity dividends will claim Rs 5.50 
lakhs 

ANDHRA BANK 

Andhra Bank Ltd has reported that 
during the two years, 1968-69 and 1969- 
70, the number of branches has risen 
from 118 to 209. Of these 209 branches, 
150 were in rural and semi-urban areas 
and 59 in urban areas. The bank’s ad¬ 
vances to smaller farmers during the 
year ended June 30, 1970, increased 
from Rs 1.39 crores to Rs 6.96 crores 
during the two years, the number of 
accounts rising from 2,668 to 37,902. 
Direct advances to agriculturists 
amounted to Rs 4,89 crores spread 
over 37,140 farmers and the average 
advance per farmer worked out to Rs 
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1,316. The bank has recently taken up 
financing of primary agricultural socie¬ 
ties. Under the lead bank scheme, the 
bank has been allotted six districts. 
The number of s*tal) industrial units 
accounts has been risen from 206 at 
the end of June. 1968. to 819 at the end 
of June, 1970 and the amounts out¬ 
standing from Rs 2.46 erores to R 6.28 
crorcs. Total advances have risen from 
Rs 32.41 crorcs to Rs 40.89 erores dur¬ 
ing l%9"70. Deposits have increased 
by about Rs 9 erores to well over Rs 
50 erores. 

TEA COMPANIES MERGE 

The shareholders of Williamson 
Magor and Co. Ltd and the Dufflaghur 
Tea Co. lad have approved the pro¬ 
posed merger with an amendment in 
the scheme to the effect that the equity 
shareholder of the Dufflaghur Tea 
Co. will be given seven equity shares of 
Rs 10 eae h of Williamson Magor for 
every five equity shares of Rs 10 each 
held in the Dufflaghur Tea Co. This is 
subject to confirmation by the Calcutta 
high court. 

COX AND KINGS 

National and Grindlavs Bank Ltd 
has purchased the entire share capital 
of Cox and Kings (Holdings) Ltd. 
Cox and Kings carries on* through sub¬ 
sidiaries, business of shipping and for¬ 
warding, warehousing, travel and 
insurance and commodity deal¬ 
ings. The company at present has 
branches in London, Liverpool, South¬ 
ampton, Bombay, Delhi and Karachi. 

UNTIED COMMERCIAL BANK 

United Commercial Bank has pro¬ 
posed an interim dividend of Rs 7 
a share for the current year. This is 
payable on or after September 9 to 
those shareholders registered as on 
September 2. Transfer books will be 
closed from August 19 to September 
2, 1970. 

ROHIT PULP 

Rohit Pulp and Paper Mills Ltd has 
purchased a Japanese papei plant with 
a capacity of five tons a day of writing 
and printing papers. The pulp required 
for this paper machine will be met 
from the existing pulp mill which had 
excess capacity. For this expansion, 
the company obtained a fixed term 
loan of Rs 20 lakhs from Dena Bank. 
The new paper machine is expected to 
be eommisMoned by October and will 
go into regular production by Decem¬ 
ber. [470. The ICICI has agreed in 
principle to give a foreign exchange 
loan of Rs II 41 lakhs foi the import 
of one super calendar machine and 
other accessories. This project, when 
implemented, will enable the company 


to produce special varieties of paper 
fetching higher prices. The company’s 
working in the first three months of the 
current year was affected by a strike at 
the mills for 48 days. However, the 
strike has ended and normal production 
and sales have been restored from the 
beginning of July. Due to lean monsoon 
and drought conditions in Gujarat, 
the company had to suffer scarcity of 
its mam raw material, rice straw. It 
could, however, obtain its full require¬ 
ments from new areas at distant places 
and by paying higher prices. More¬ 
over prices of chlorine, caustic soda 
and pulp have also increased. 

WELLMAN INCANDESCENT 

Wellman Incandescent India Ltd 
has increased the equity dividend from 
eight per cent to 10 per cent during the 
year ended March 31, 1970. The com¬ 
pany’s gross profit has risen to Rs 9.57 
lakhs from Rs 5.13 lakhs for the pre¬ 
vious year in spite of a decline in the 
value of contracts completed to Rs 
1.06 crorcs from Rs 1.19 erores. The 
company bad orders woi t h Rs J. 55 
erores on hand on April 1, 1970, and 
the outlook for new orders is consi¬ 
dered satisfactory. Unforeseen circum¬ 
stances apart, the company hopes to 
maintain at least the rate of dividend 
for the current year. Out of the gross 
profit depreciation claims Rs 1.31 
lakhs, taxation Rs 4.90 lakhs, and deve¬ 
lopment rebate Rs 3,112, leaving a high¬ 
er net profit of Rs 3.33 lakhs which 
along with a sum of Rs 1.35 lakhs being 
tax provision for previous years no 
longer required is transferred to the 
general reserve. The payment of the 
proposed dividend amounting to Rs 
2.50 lakhs will be paid out of general 
reserve. 

INDIAN ORGANIC 

Indian Organic Chemicals Ltd has 
report d that during the year ended 
March 31, 1970, the production of 
acetic acid and ester solvents increased 
and it is likely to increase further in the 
current year because the plants have 
been modernised. The present pro¬ 
duction capacity of the plasticizer plant 
is about 3,000 tonnes. But owing to 
acute shortage of the basic raw mate¬ 
rial 2-ethv 1 hexanol. it is difficult to 
plan orderly production. Meanwhile 
active step^ are being taken to bring 
up the plant capacity to the licensed 
level of 10,000 tonnes. The benzyl 
products plant with a capacity of 300 
tonnes per annum has been installed. 
The company is setting up a polyester 
project at Madras for which recently 
a public issue was m Side. During 1969- 
70, the company’s working has resulted 
in a higher net profit of Rs 27.45 lakhs, 
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sales having riren to Rs 2.30 erores 
from Rs 1.32 erores. A divi¬ 
dend of 12 per cent has been declared 
on equity shares. The shares issued 
recently are not entitled to this divi¬ 
dend. 


METTUR CHEMICALS 

The Mettur Chemical and Industrial 
Corporation Ltd has plans to step up 
the production of rayon grade caustic 
soda by 20 tons per day to meet The 
increasing demand for the chemical 
as also to satisfy the increasing demand 
for chlorine in the area of operation 
of the company. A letter of intent has 
been obtained. The foreign exchange 
requirement of the project is being 
negotiated and the rupee part of the 
capital outlay will be met from intern?! 
resources. Orders for some domestic 
machinery have been placed and the 
new capacity is expected to be in ope¬ 
ration by early 1971-72. 

The company has reported that during 
the year ended March 31, 1970, gross 
production of caustic soda touched an 
alltime high of 39,113 tonnes compared 
to 32,080 fonnes in the previous year. 
The production of liquid chlorine and 
hydrochloric acid also showed a com¬ 
mensurate increase. The production of 
stable bleaching powder had to be kept 
down to 5,022 tonnes against 5,585 
tonnes in the previous year owing to 
competition and difficulties in getting 
quality limestone. Salt production was 
maintained at a satisfactory level. Re¬ 
cently, the company has taken on lease 
an additional area of about 90 acres for 
production of salt. The output of 
chloromethanes was higher at 8,869 
tonnes. Export shipments of methyl 
chloride to Malaysia are being made. 
Sales have risen to Rs 7.01 erores from 
Rs 5.91 erores. The working has re¬ 
sulted in a higher net profit of Rs 42.59 
lakhs after providing Rs 64.15 lakhs 
for depreciation, Rs 2.62 lakhs for 
managing agents* remuneration and Rs 
11.58 lakhs for development rebate 
reserve. General reserve gets Rs 14.97 
lakhs. Equity dividend has been raised 
from 4 per cent to 10 per cent which 
will absorb Rs 25 lakhs. 

UNIVERSAL CABLES 

The directors of Universal Cables 
Ltd have decided to extend the date for 
receiving back letters of acceptance, 
letters of renunciation, request for allot¬ 
ment and request for additional shar¬ 
es, together with the application money 
in regard to the same up to August 
31, 1970 instead of August 20 as was 
decided earlier. 
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THE SOUTH MADRAS ELECTRIC SUPPLY CORPORATION 

LIMITED 

Regd. Office : Power House, Tennur, Tiruchirapalli-17 

Excerpts from the speech delivered by Thiru K.A.P. Visvanatham, Chairman of the Company 
at the Thirtieth Annual General Meeting of the Company held on 10th August 1970. 


Ladies and Gentlemen 

I have pleasure in extending to you 
a warm welcome to this 30th Annual 
General Meeting of the Company. 

The results of working of the Com¬ 
pany during the year ended with 31-3- 
1970 have been reported to you in de¬ 
tail by the Director in their report. With 
a capital investment during the year of 
Rs. 33.80 lakhs on urban and rural 
electrifications and an addition of nearly 
4,800 new consumers with a growth of 
7.86% in energy sales and 12.67% in 
gross revenue collections, the operating 
results of the Trichinopoly-Sriran- 
gam Electric Licence should be deemed 
to be eminently satisfactory. Special 
emphasis was laid this year on urban 
improvements, to allow for the rapid 
load development in the cities Tiruchi 
and Srirangam in particular. 

As you are aware, last year, in No¬ 
vember 1969, the Tamil Nadu Electricity 
Board, increased our purchase tariff 


by 30%. Thereby our purchase bill 
gets increased by nearly Rs. 22 lakhs 
per year. Since our industry is regulated, 
leaving no surplus revenues, we were 
compelled to raise all our consumer 
tariffs by nearly 30% and this has na¬ 
turally caused hardship to our con¬ 
sumers. Further, in view of the very 
short tenure of our licence (12-1-1972), 
we had to look to Government only for 
finance for expansion. Since our re¬ 
presentations to Government for help 
have not yet been heard, we had to slow 
down our capital works and this again 
h^s given room to discontent among 
consumers. 

Representations are being made, both 
by the Company and the consumers, to 
the Government, on these problems and 
I sincerely hope our popular Govern¬ 
ment will come to help, both with res¬ 
pect to tariffs and with finance for ex¬ 
tensions. Given the help we are asking, 
namely a revision of tariff and finances 
for expansion — I would like to assure 
the Government of our best endeavour 


to serve the public. 

With regards to the Mayavaram* 
Mannargudi-Tiruvarur Electric Licence 
compensation problems, 1 regret to 
say that the Government have not 
yet appointed the Arbitrator. 

As regards steps taken by the Board 
for refund of a portion of the capital 
out of the Rs. 31 lakhs kept in deposit 
from the Mayavaram-Mannargudi- 
Tiruvarur Electric Licence compensation 
amounts received so far, the Directors’ 
Report has indicated to you the steps 
that have been instituted. 

I would like to take this opportunity 
to express my personal appreciation and 
that of my colleagues on the Board of 
the good work that is being done by the 
officers and staff and workers of this 
Company. 

A 

(This does not purport to be a report 
of the Proceedings of the Annual Gene* 
ral Meeting of the Company). 
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Readers’ Roundtable 


THE ‘GENERALIST* AND THE 
‘SPECIALIST 

Sir, I would not normally weary you 
and the readers of your eminent journal 
with continued polemics over the‘‘facts** 
and “opinions" of Dr A. Appadorai. 

It does however, seem to me that Dr 
Appadorai, in seeking to answer the 
points raised by me, has sought out 
quotations and presented them in a 
.manner which would appear to do 
very little justice to Dr Appadoiai's 
own reputation as a serious student 
of affairs. 

The various quotations given by him, 
if he had cared to study them in the 
correct context, would have convinced 
him of the correctness of my position. 
To explain : 

It is not the case of anybody, not 
even that of the Committee of Secre¬ 
taries and not, of course, the case of the 
ARC that posts and responsibilities 
within a functional area should be held 
by officers other than those of the func¬ 
tional cadres. The problem arises only 
when a functional area is not defined 
for responsibilities which are now des¬ 
cribed as those of general administra¬ 
tion and management. For one thing 
the job content of these responsibilities 
is yet to be identified; for another the 
broad qualifications necessary for dis¬ 
charging those responsibilities have re¬ 
mained vague and sometimes contradic¬ 
tory. 

The question of hierarchy, dual or 
monistic, aiiscs only in this largely 
undemareated area. Here two definite 
opinions prevail and have been fre¬ 
quently expressed One is that there 
should be a uniform method of choos¬ 
ing men for these responsibilities, based 
not on the label which an officer may 
carry but on an assessment of his var¬ 
ious qualities including those of leadei- 
ship and team work. Thus all the var¬ 
ious functional services and others 
would qualify prima facie and none 
would be automatically excluded for 
being considered for the manning of 
these responsibilities. 

This, in true substance, is the view 
expressed by the ARC, This means that 
there will not be two hierarchies, namely, 
one i .o be exclusively considered for the 
so-called general administration and 
management responsibilities and the 
other more or less automatically exclud¬ 
ed from it The implication of these 
proposals which have been accepted 
in the United Kingdom and many other 
countries, is that general administra¬ 
tion and management are not a kind of 


esoteric exercise which only a few, 
initiated in its mysteries, could perform, 
A further implication is that even in the 
functional responsibilities there is an 
element of general administration and 
management and it should not be 
difficult to impart to a functional officer, 
otherwise competent, a certain essential 
degree of ability to manage affairs. 

Contrary to this view is the propo¬ 
sition that general administration and 
management are very specialised skills 
which only a few, by their training and 
experience could acquire. Thus arises 
the concept of “professional managers,” 
It is in this context that one has to view 
the statement that technical skills are 
not required at all for top management 
posts. By which is implied that profes¬ 
sional management is very different 
from functional competence and should 
be left to those who are professionally 
qualified f o manage things. It is in this 
context that the Committee of Sccic- 
taries had referred to the diverse expe¬ 
rience of the administrative service in 
areas of district administration and 
various other areas and have argued for 
even a special pleading before the Pay 
Commission of their case. 

It would be certainly presumptuous 
for me to state definitely that the Com¬ 
mittee of Secretaries is in favour of one 
scheme or the other. But judging by 
newspaper reports only, the implication 
is clear, namely, that top management 
is bettor left to “professional managers", 
at least very largely. 

Not only the reports of the Adminis¬ 
trative Reforms Commission but the 
fourth Plan document have opposed this 
point of view and have held that “man¬ 
agement responsibilities should be thro¬ 
wn open to a larger .field of selection 
thereby introducing a unified manage¬ 
ment pool" as different from a separate 
cadre of managers, 

I hope I have made my meaning 
clear. If this was also what Dr Appa¬ 
dorai meant, there should be no further 
controversy, even if there had been some 
initial misunderstanding. 

In any event, I wish to say that the 
purpose of my writing this letter is not 
to argue the case of one or the other. 
If we are clear about basic facts and 
premises, arguments could very well 
be different and could all still be bona 
fide . Is it possible,that Dr Appadorai 
has relied entirely on a very brief report 
appearing in the Statesman of June 4, 
1970, and has not seen a more elaborate 
account of the pro|>o«ls of the Com¬ 
mittee of Secretaries in the national 


newspapers, particularly the Times of 
India on July 6, 1970? I am sure Dr 
Appadorai and Eastern j Economist are 
interested only in arriving at some sys¬ 
tem which can be constantly refined 
with a view to achieving the best pur¬ 
pose. 

Yours etc. 

K. G. Ramakrishnan 

Secretary General , 
All India Confederation of Central 
Government Officers* Associations, 
New Delhi. 

Dr Appadorai replies : 

“I am glad to note, from the second 
communication of Mr K. G. Rama¬ 
krishnan, that he admits the desirabi¬ 
lity of a unified management pool as 
argued in my original article. I quote 
from that article : “The Secretaries 
Committee, it seems to me is right in 
its reported recommendation in mvour 
of a unified management pool.*' 

This doses the correspondence on 
this subject-—Ed. 


NOTICE 


The Gwalior Rayon Silk Mfg. 
(Wvg.) Co. Ltd. 

Rcgd. Office ; Birlagram, 
Nagda, M.P. 


INU1ILC 


ncreoy given that the 
Twenty Third Annual General Meeting 
of the Shareholders of the Company will 
be held at GRASIM CLUB, Birlagram, 
Nagda on Monday the 7th September, 
1970 at 4.15 P.M. to transact the busi¬ 
ness mentioned in the Notice dated the 
10th August 1970 accompanying the 
Annual Report and Accounts for the 
year ended 31st March, 1970 separately 
posted to the Shareholders of the 
Company individually at their Register¬ 
ed Addresses. 


The explanatory statement as requir¬ 
ed by Section 173(2) of the Companies 
Act, 1956, relating to the special busi¬ 
ness is annexed to the Notice. 

NOTES : 

(a) A MEMBER ENTITLED TO 
ATTEND AND VOTE IS ENTI¬ 
TLED TO APPOINT A PROXY 
OR PROXIES TO ATTEND AND 
VOTE INSTEAD OF HIMSELF 
AND THAT A PROXY NEED 
NOT BE A MEMBER. 

(b) The relevant papers referred to in 
the Ordinary Resolution No. 11 
are open to the inspection of the 
Members at the Registered Office 
of the Company on all working 
days between the hours of 1.30 
P.M. and 4 P.M. 


Shareholders are requested to inti¬ 
mate to the Company change in their 
registered address, if any. 

By Order of the Board 
B. N. PURANMALKA, 
Secretary. 
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RECORDS AND STATISTICS 

Foreign Companies 


IN a study published in the June 1970 
issue of the Reserve Bank of India 
Monthly Bulletin, it has been shown 
that all the profitability ratios and divi¬ 
dend disbursement ratios for the foreign 
controlled rupee companies were higher 
than those of the Indian controlled 
rupee companies and branches of foreign 
companies both in 1965-66 and 1966-67. 
Also, the rates of assets formation for 
foreign controlled rupee companies were 
higher than those for the Indian cont¬ 
rolled rupee companies in both the 
years. 

The study was prepared in the De¬ 
partment of Statistics of the Reserve 
Bank of India. The text of the study is 
given below without the detailed statis¬ 
tical fables which could not be included 
due to paucity of space: 

Financial Results 

This study analyses the financial 
results of the working of 219 branches 
of foreign companies and 365 foreign 
controlled rupee companies based on the 
accounts closed during the period April 
1,1966 to March 31,1967. The branches 
of banking, financial, investment ship¬ 
ping and airline companies as well as 
non-profit organisations are excluded 
from the study. The total assets of the 
219 selected branches of foreign compa¬ 
nies accounted for 93 per cent of the 
book value of the assets held in India by 
all the branches of foreign companies 
(other than banking, financial, invest¬ 
ment, shipping and airline companies) 
operating in India, as at the end of 
March 3.1, 1966. Of the 365 foreign con¬ 
trolled rupee companies 187 medium and 
large public limited companies and 71 
medium and large private limited com¬ 
panies, respectively, are covered in the 
annual studies on finances of public and 
private limited companies for 1966-67*. 
The remaining 107 companies are selec¬ 
ted with a view to improving the cover¬ 
age and also to give representation to 
companies with low capital base but 
with a fairly large turnover. The 365 
selected foreign controlled rupee com- 
nies together accounted for 86 per cent 
of the total paid-up capital of all non- 
financial foreign controlled rupee com¬ 
panies as atthe end of March 31, 1966. 
Out of the 208 branches of foreign 
companies and 320 foreign controlled 


•For the latest studies on public and private 
limited companies, reference may be 
made to August 19ft and November 1969 
issues of the RBI Bulletin. 

tNet of rebate and discount unless other¬ 
wise stated. 


rupee companies included in the previ¬ 
ous study, 201 branches and 251 foreign 
controlled rupee companies are covered 
by the present study. 

There have been some minor revisions 
in the methodology and presentation 
of statistics as also concepts and defini¬ 
tions compared with the previous 
studies. In the first place the reference 
period lias been changed from July- 
June to April -March. Thus the data 
presented in this study for the years 
1965-66 and 1966-67 relate to the in¬ 
formation obtained from the annual 
accounts closed during the period April 
1, 1965 to March 31, 1966 and April, 
1,1966 to March 31,1967, respectively. 
Secondly, break-ups of certain items 
have been presented so as to give more 
detailed statistics. Thus, under the com¬ 
bined income, expenditure and approp¬ 
riation accounts, separate statistics have 
been presented in respect of stores and 
spares consumed, power and fuel, re¬ 
pairs to buildings, repairs to machinery, 
selling commission, provisions other than 
tax, depreciation, etc. Similarly, more 
detailed break-ups are provided in res¬ 
pect of trade dues and other current 
liabilities and receivables in the com¬ 
bined balance sheet. The changes in the 
presentation of data and method of ana¬ 
lysis and revisions in concepts and defi¬ 
nitions broadly correspond to similar 
changes and revisions introduced in the 
study on the “Finances of Public 
Limited Companies, 1966-67” published 
in August 1969 issue of the Bulletin. 

Significant Event 

A significant event of economic im¬ 
portance during the period under review 
was the devaluation of the Indian rujSfee 
on June 6, 1966, which resulted in a 
general writing up of the various items of 
assets and liabilities of several branches 
included in the study. The financial 
results of the working of the companies 
in this sector were, therefore, affected 
by the devaluation of Indian rupee and 
as such any comparison of the results for 
the two years 1965-66 and 1966-67 are 
subject to this limitation. 

An important point to be noted in 
this context is that the profit figures re¬ 
lating to branches of foreign companies 
presented in this article are based on the 
accounts of companies some of which 
are ‘single branch* companies. In the 
case of some of the branch companies, 
the accounts furnished by them relate 
to the global accounts recast by the 
companies in rupees in the form pres¬ 
cribed by the Companies Act, 1956. The 
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profit figures compiled from such ac¬ 
counts, therefore, do not exclusively 
relate to profits made by the branches in 
India. Further profit figures for the 
current year are arrived at after ex¬ 
cluding items such as loss or gain due to 
devaluation besides other non-recurring 
items like profit or loss on sale of assets. 
However, it may be mentioned that the 
profit figures presented in the article on 
” India’s International Investment 
Position in 1965-66 and 1966-67* 
published in the August 1969 issue of the 
Reserve Bank*of India Bulletin are 
compiled with a view to assessing the 
net profits accruing to their head offices 
on their investments in India. Any 
comparison of these two sets of profit 
figures should, therefore, take into ac¬ 
count the divergence in the scope and 
methodology of these two studies. 
(Table I, p.344) 

UK Assets 

The total assets of 184 UK branches 
and 24 USA branches accounted for 80 
per cent and 14 per cent, respectively, 
of the total assets held in India of 219 
branches of foreign companies included 
in this study, In the case of foreign cont¬ 
rolled rupee companies, the 223 UK 
companies and 48 USA companies 
accounted for 63 per cent and 17 per cent 
respectively, of the total paid-up capital 
of all the 365 selected companies co¬ 
vered in the study. Industry-wise, 
branches of tea-plantations, manufac¬ 
turing and trading companies account 
for 32 per cent, 15 per cent and 37 per 
cent, respectively, of the total assets held 
in India by all the 219 branches of 
foreign companies, while manufacturing 
and trading foreign controlled rupee 
companies accounted for 83 per cent 
and 6 per cent, respectively, of the total 
paid-up capital of all the 365 foreign 
controlled rupee companies. 

As in previous studies, the data for 
companies with the place of incorpora- 
tion/controlling interest in the UK and 
the USA, are presented separately and 
those for all the remaining companies 
are grouped under “other countries”. 
Industry-wise, the data are presented 
for four industry groups in the case of 
branches, viz., tea plantations, manu¬ 
facturing, trading and ‘other indust¬ 
ries’, and for three industry groups in 
the case of foreign controlled rupee 
companies, viz., manufacturing, trad¬ 
ing and ‘other industries’ It may be 
pointed out that inter-country com¬ 
parisons are of limited significance in 
view of the wide differences in the In¬ 
dustry-wise composition of the selected 
companies under different country 
groups. The distribution of selected 
companies is given in Table II on page 
344. 

The value of production and sales 2 
of 219 selected branches of foreign 
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companies increased by 4.5 per cent 
ami 2.1 per cent respectively in 1966-67. 
The total expense^ rose at a slower rate 
of 3.8 per cent than the value of produc¬ 
tion with the result that the pre-tax 
profits registered an increase of 31.2 
per cent. Tax provision rose bv 35.0 
per cent and in consequence profits 
after fax increased by 22.6 per cent over 
fhe previous year. The profitability 
ratios of the branches as measured by 
their gross profits as preentage of their 
sales and as percentage of total capital 
employed were higher at 5.6 percent 
and 8.0 per cent, respectively, in 1966-67 
than the corresponding rates at 4.5 
per cent and 7.7 per cent in 1965-66. 
The assets of the branches rose by 20.3 
per cent over the previous year. 

The value of production of 219 
branches of foreign companies (sales 
adjusted for the variation in stocks of 
finished goods and work-in-progress) 
rose by 4.5 per cent from Rs 834.3 
crores in 1965-66 to Rs 871.9 crores in 
1966-67, while sales increased by only 
2.1 per cent from Rs 832.2 crores to Rs 
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849.5 crores in 1966-67; in consequence, 
the accumulation of stock of finished 
goods and work-in-progress over the 
previous year was conspicuously high. 
Among the industry groups, growth in 
the value of production was faster than 
the growth in sales in the case of tea 
plantations and manufacturing groups, 
while the trend was in the reverse in 
the case of ‘other industries' groups. 
Value of production and sales of the 
tea plantations group increased by 
27.9 per cent and 24.5 per cent, res¬ 
pectively, in 1966-67, while the corres¬ 
ponding percentages for the manufac¬ 
turing group were 18.0 and 12.8. 
(Other industries’ group recorded a rise 
of 30.2 per cent in sales as against 12.4 
per cent rise in the value of production. 
However, for the trading group, sales 
declined at a faster rate of 5.7 per cent 
than the decline of 2.9 per cent in the 
value of production* in 1966-67.) Among 
fhe country groups, rise in the value of 
production and sales at 10.9 per 
cent and 6.6 per cent respectively, was 
the highest for the USA companies 
followed by the UK companies with 
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the corresponding percentages of 4.0 
and 1.8. In the cae of companies in¬ 
corporated in ‘other countries’ the 
value of production and sales declined 
by 3.4 per cent and 4.1 per cent, res¬ 
pectively. 

Hie total expenditure of the 219 
branches rose by 3.8 per cent from 
Rs 810.5 croreh in 1965-66 to Rs 
841.3 crores in 1966-67. The pattern of 
distribution of expenditure on different 
items was broadly the same during both 
the years. Raw materials, components, 
etc. consumed accounted for 51 per cent 
of the total expenditure followed by 
‘other expenses’ (27 per cent) and sala¬ 
ries, wages and bonus (9 per cent); the 
remaining items accounted for 13 per 
cent of the total expenditure. The 
higher rate of increase in the value 
of production than the increase in total 
expenditure pushed up the pre-tax pro¬ 
fits by 31.2 per cent from Rs 29.2 
crores in 1965-66 to Rs 38.4 crores in 
1966-67. Tax provision increased by 
35.0 per cent from Rs 20.4 crores to 

*Mainly purchase! for sale. 


Table I 

FOREIGN COMPANIES : INDUSTRY WISE 


Branches of Foreign Companies Foreign Controlled Rupee Companies 


Industry 

Total 

UK 

USA 

Other 

countries 

Total 

UK 

USA 

Other 

countries 

Tea plantations 

109 

109 

_ 

_ 

- 

— 

_ 

_ 

Manufacturing 

28 

22 

5 

1 

290 

172 

41 

77 

Trading 

59 

42 

10 

7 

45 

32 

2 

11 

Other industries 

23 

11 

9 

3 

30 

19 

5 

6 

Total 

219 

184 

24 

11 

365 

223 

48 

94 


Table II 

PROFITABILITY RATIOS OF FOREIGN COMPANIES 
1965-66 and 1966-67 


Gross profits 
as percentage 
of sales net of 
rebate and 
discount 


Gross profits 
as percentage 
of total capital 
employed' 


Profits after 
tax as 

percentage of 
net worth 


Dividends as 
percentage of 
paid-up capital 


Dividends as 
percentage of 
net worth 



1965-66 

1966-67 

1965-66 

1966-67 

1965-66 

1966-67 

1965-66 

1966-67 

1965-66 

1966-67 

219 Branches of foreign 
companies 

4.5 

5.6 

7.7 

8.0 







365 Foreign controlled 
rupee companies 

12.9 

12.3 

12.8 

12.0 

11.7 

12.4 

11.8 

11.5 

7.2 

7.3 

1944 Indian controlled 
public and private 
limited companies 

8.6 

8.4 

9.0 

8.7 

8.0 

7.8 

9.0 

8.1 

4.9 

4.7 

1501 Public limited com¬ 
panies* 

9.9 

9.6 

9.6 

9.3 

8.8 

8.8 

9.8 

9.1 

5.6 

5.5 

701 Private limited com¬ 
panies** 

7.9 

7.6 

11.4 

JU). 7 

11.2 

10.9 

8.7 

7.7 

4.9 

4.6 


— Not applicable. 

* Includes, 187 foreign controlled rupee companies. 
** Includes 71 foreign controlled rupee companies. 
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Rs 27,6 crotes in 1966-67 and the after¬ 
tax profits rose by 22.6 per cent from 
Rs 8.8 crores in 1965-66 to Rs 10.8 
crores in 1966-67, 

Profit before tax of all the industry 
groups with the exception of the trad¬ 
ing group showed improvements over 
the previous year. Pre-tax profits for the 
tea plantations group rose from Rs 
7.0 crores in 1965-66 to Rs 14.3 crores 
in 1966-67 while for the manufacturing 
and ‘other industries’ groups profits 
before tax stood at Rs 7.8 crores 
and Rs 8.1 crores* respectively in 1966- 
67, compared with Rs 5.4 crores and 
Rs 5.0 crores, respectively, in the pre¬ 
ceding year. In the case of trading 
group, pre-tax profits declined to Rs 
8.1 crores in 1966-67 from Rs 11.8 
crores in 1965-66. Countrywise, profits 
before for the UK companies increased 
by Rs 6.1 crores to Rs 30.1 crores in 
1966-67 followed by the USA companies, 
which showed a rise of Rs 1.5 crores from 
Rs 5 crores in 1965-66 to Rs 6.5 crores 
in 1966-67. Pre-tax profits of companies 
of ‘other countries’ increased from Rs 
25 lakhs in 1965-66 to Rs 1.8 crores 
m 1966-67. 

Gross Profits 

The performance of companies taken 
industry group-wise as well as country 
group-wise, as judged from the profitabi¬ 
lity ratios viz., profit margin on sales 
and return on total capital employed 
was better in 1966-67 than in 1 965-66 
with the only exception of the trading 
group. Gross profits as percentage of 
sales and of total capital employed for 
the 219 selected branches of foreign 
companies improved from 4.5 per cent 
and 7.7 per cent to 5.6 per cent and 8.0 
per cent respectively, in the study year. 
Tea plantations and other industries 
groups registered higher profit margin 
on sales than the return on total capital 
employed while the trend was reverse 
in the case of manufacturing and trad¬ 
ing groups. For the trading group both 
the ratios declined during 1966-67, while 
all the remaining industry groups 
registered improvements over the previ¬ 
ous year. Country-wise, return on total 
capital employed was higher than the 
profit margin on sales for all the country 
groups, raoreso in the case of companies 
of the USA and the ‘other countries’. 
Gross profits as percentage of sales was 
the highest for the UK companies 
followed by the companies of the USA 
and other countries. 

As a result of the devaluation of the 
Indian rupee, various items of assets and 
liabilities were written up in general and 
as such the rise in the value of paid-up 
capital may be attributed to a large 
extent to revaluation. Likewise, the en¬ 
tire rise in the value of gross fixed assets 

’Mainly purchases for sale. 
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may not be in the form of actual physi¬ 
cal growth. In the absence of complete 
information on the effects of devalua¬ 
tion no adjustements arising out of 
the devaluation of Indian rupee could 
be made. This limitation has to be 
borne in mind while assessing the assets 
formation, capital formation, etc. 

The gross assets formation worked out 
to Rs 125.4 crores recording an in¬ 
crease of 21,3 per cent in 1966-67. 
Among the individual items, gross fixed 
assets and inventories increased by 
Rs 67. 8 crores and Rs 31.9 crores 
respectively, accounting for Rs 54. I 
per cent and 25.4 per cent of the gross 
assets formation. Accruals by way of 
receivables and cash and bank balances 
amounted to Rs 20. 6 crores (16.4 per 
cent) and Rs 3.2 crores (2.5 per cent) 
respectively. On the sources side, 
slightly over two-thirds of the total 
funds were attributable to interna! 
sources. Paid-up capital and provisions 
accounted for 34.7 per cent and 28.2 
per cent of the total funds, contributing 
Rs 43.6 crores and Rs 35.4 crores 
respectively. Trade dues and other 
current liabilities constituted the main 
external source and contributed Rs 
34.9 crore accounting for 87. 5 per cent 
of the total external funds, borrowings 
constituted the rest of the total external 
sources. 

Branch Assets 

The total assets of 219 branches of 
foreign companies rose by 20. 3 per cent 
from Rs 489.0 crores in 1965-66 to 
Rs 588.2 crores in 1966-67. The pattern 
of distribution of assets was broadly 
the same for both the years. Net fixed 
assets and inventories accounted for 
about 38 per cent and 30 per cent, res¬ 
pectively, of the total assets. Receiv¬ 
ables cash and bank balances, tax ad¬ 
vances and investments accounted for 
about 21 per cent, 5 per cent, 3 per cent 
an 2 per cent, respectively, of the total 
assets. 

On the liabilities side, the proportion 
of share capital increased from 19 per 
cent in 1965-66 to 23 per cent in 1966-67 
while that of reserves, head office ac¬ 
count and surplus declined from 32 per 
cent to 28 per cent of the total liabilities. 
The share of provisions in the total 
liabilities remained stationary at 9 per 
cent in both the years, while that of 
borrowings declined marginally to 12 
per cent in 1966-67 from, 13 per cent 
in 1965-66. Trade dues and other 
current liabilities accounted for 29 per 
cent of the total liabilities in 1966-67 
against 27 per cent in the previous year. 

The value of production and sales 
(net of rebate and discount) of all the 
365 foreign controlled rupee companies 
rose by 13.5 per cent and 13.4 per 
cent, respectively in 1966-67. Total 
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expenses (including interest and mana¬ 
gerial remuneration) rose at a higher 
rate of 14.5 per cent and as a result 
profits before tax increased only by 5.6 
per cent. Tax provision having declined 
by 2.2 per cent, after tax profits, re¬ 
corded an increase of 14,5 per cent. 
The selected foreign controlled rupee 
companies continued their heavy re¬ 
liance on external sources for financing 
assets formation. The total assets 
registered an increase of 16.5 per cent, 
in 1966-67. 

The sales of 365 foreign controlled 
rupee companies rose by 13.4 per cent 
from Rs 1,259.2 crores in 1965-66 *0 
Rs 1,427.4 crores in 1966-67 and their 
value of production (sales adjuted for 
variation in stocks of finished goods and 
work-in-progress) increased at the rate 
of 13.5 per cent from Rs 1,284,1 crores 
in 1965-66 to Rs 1.456,9 crores in 1966- 
67. There was a marginal rise in the 
accumulation of stock of finished goods 
and work-in-progress by Rs 4.4 crores 
to Rs 29.4 crores in 1966-67, The manu¬ 
facturing group which accounted for 
86 per cent of the sales of all the foreign 
controlled rupee companies also re¬ 
corded the highest increase, in the value 
of production among all the groups 
(14.0) per cent while the sales increased 
by 13,8 per cent. For the trading group, 
sales rose by 6.0 per cent compared with 
the rise in the value of production* 
at 8.6 per cent. Other industries group 
recorded the highest rise in sales at 
22.0 per cent in sharp contrast with 
12.9 per cent incrAse in the value of 
production. Among the country groups, 
the USA controlled companies recorded 
the highest increase in the value of pro¬ 
duction and sales at 23.6 per cent and 
25.4 per cent, respectively, while the 
corresponding rate in the case of the 
UK controlled companies was 10.7 
per cent and 10.5 per cent. The other 
countries group consisting of companies 
with controlling interest in countries 
other than the UK and the USA re^ 
gistered higher rate of increase in value 
of production at 17.0 per cent than in 
sales at 76.3 per cent. 

Total Expenditure 

The total expenditure of all the foreign 
controlled rupee companies increased 
by 14,5 per cent from Rs 1,158.3 crores 
in 1965-66 to Rs 1,326,8 crores in 
1966-67. The pattern of expenditure 
on different items was almost identical 
in both the years. Bulk of the total ex¬ 
penditure was on the consumption of 
raw materials accounting for 54 per 
cent in both the years. This was follow¬ 
ed by salaries, wages and bonus, excise 
duty, and other expenses, which accoun¬ 
ted for 12 per cent, 9 per cent and 8 per 
cent respectively, in both the years. 
While stores and spares consumed and 
depreciation constituted 4 per cent and 
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3 per cent of UuMotal expenditure, res¬ 
pectively, interest, power and fuel, 
other manufacturing expenses, accoun¬ 
ted for 2 per cent each in both the years. 

The value of production including 
other income of all the selected foreign 
controlled rupee companies increased 
by 13.6 per cent in 1966-67 compared 
with the rise of 14.5 per cent in the total 
expenditure. Gross profits rose by 8,9 
per cent from Rs 161.9 crores to Rs 
176.2 crorcs in 1966-67. Interest pay¬ 
ments increased by Rs 6.3 crores from 
Rs 22.0 crores in 1965-66 to Rs 28.3 
crores in 1966-67, while managerial 
remuneration increased by Rs 0.2 crores 
from Rs 1.1 crorcs to Rs 1.3 crores in 
the same period; as a result pre-tax 
profits increased at a lower rate of 

3.6 per cent from Rs 138.8 crores to 
Rs 146.6 crores in the study period. 
Tax provision having declined by Rs 

1.7 crores from Rs 73.8 crores in 1965-66 
to Rs 72.1 crores in 1966-67, 
aftci tax profits increased at a compara¬ 
tively higher rate of 14.5 per cent from 
Rs 65.1 crores in 1965-66 to Rs 74.5 
crores in 1966-67. Dividend payments 
increased at a slower rate of 9.7 per 
cent from Rs 40.1 crores in 1965-66 
to Rs 44.0 crores in 1966-67 and as a 
result there was higher retention of pro¬ 
fits in the business which steeply rose by 
22.2 per cent from Rs 24.9 crores in 
1965-66 to Rs 30.5 crores m 1966-67. 

Industry-Wise Profits 

Industry-wise, trading and other in¬ 
dustries groups recorded higher growth 
rates in profits before tax than in 
gross profits, while the trend was re¬ 
verse in the case of manufacturing 
group. For the trading group, gross; 
profits and pre-tax profits increased by 
13.6 per cent and 14.5 per cent res¬ 
pectively, while the corresponding per¬ 
centage increase for the other industries 
group was 15.5 and 24.3. Growth in 
profits before tax was lower at 4.4 
per cent in contrast with the 8.2 per 
cent rise in the gross profits for the 
inanufocturing group. Country-wise, 
gross profits recorded higher rate of in¬ 
crease than pre-tax profits for all the 
country groups. The USA controlled 
companies registered the highest in¬ 
crease in gross profits and profits before 
tax at 18.9 per cent and 16.4 per cent, 
respectively, followed by companies 
controlled by other countries for which 
the corresponding increase was 13.3 per 
cent and 8.7 per cent. For the UK cont¬ 
rolled companies, however, the gross 
profits as well as profits before tax re¬ 
gistered the lowest increase of 4,8 per 
cent and 2.0 per cent respectively. 

The two profitability ratios viz., pro¬ 
fit margin on sales and return on total 
capital employed for all the 365 foreign 
controlled rupee companies declined, 
while return on share-holders, equity 
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increased during the study period. 
The difference in the growth rates of 
sales and gross profits being large, pro¬ 
fit margin on sales declined from* 12.9 
per cent in 1965-66 to 12.3 per cent in 
1966-67. Gross profits as percentage of 
total capital employed also declined 
from 12.8 to 12.0 in 1966-67. Return to 
the shareholders i.e., dividends as per¬ 
centage of paid-up capital slightly de¬ 
clined w'hile from U.8 in 1965-66 to 
11.5in 1966-67 while dividends as per¬ 
centage of net worth showed marginal 
improvement from 7.2 in 1965-66 to 
7.3 in 1966-67. Profits after tax as per¬ 
centage of net worth improved from 

11.7 in 1965-66 to 12.4 in 1966-67. 

Profitability Ratios 

Industry-wise, other industries group 
recorded the highest profit margin on 
sales followed by manufacturing group 
in both the years; the profit margin for 
these groups, however, was lower in 
1966-67 than in 1965-66. Return on total 
capital employed and on shareholders' 
equity for the other industries group 
improved while for the manufacturing 
group there was a mixed trend. For the 
trading group, profit margin on sales 
and return on net worth improved 
marginally, while return on total capital 
employed showed a decline. Dividend 
as percentage of paid-up capital and of 
net worth showed minor fluctuations 
for all the industry groups. 

For all the country groups, profit 
margin on sales and return on total 
capital employed declined in the period 
under review. The USA controlled 
companies recorded the highest profit 
margin on sales followed by companies 
controlled by other countries and the 
UK Profits after tax as percentage of net 
worth declined for companies cont¬ 
rolled by other countries group while 
it improved for both the UK and the 
USA controlled rupee companies in 
1966-67. Dividends as percentage of 
paid-up capital and of net worth were the 
highest for the UK controlled com¬ 
panies. Return on paid-up capital 
showed a marginal improvement for 
the USA controlled companies as 
against a decline in the case of com¬ 
panies controlled by other countries. 

The gross assets formation of the 
365 foreign controlled rupee companies 
amounted to Rs 199.7 crores in 1966-67. 
Gross fixed assets formation of which 
nearly fourth-fifths was in the form of 
plant and machinery amounted to Rs 

98.6 crores accounting for 49.4 per 
cent of the gross assets formation. 
This was followed by inventories 
accounting for 34.4 per cent or Rs 

68.7 crores. The assets formation in 
loans and advances and other debtor 
balances amounted"to Rs 35.6 crores 
accounting for 17.8 per cent of the total 
assets formation. Investments and other 
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assets amounted to Rs 2,3 crores and 
Rs 2.2 crores, respectively, while there 
was a withdrawal of cash and bank 
balances to the extent of Rs 7.6 croresL 

External Financing 

The financing of gross assets forma¬ 
tion was mainly from the externa! 
sources which provided Rs 127.5 crores 
accounting for 63.8 per cent of the 
total. Borrowings, mainly from banks, 
and trade dues and other current liabi¬ 
lities formed the major sources of ex* 
ternal finance which contributed Rs 
74.0 crores and Rs 38.4 crores account* 
ing for 37.0 per cent and 19,2 per cent 
of the total funds, respectively. Net 
issues of paid up capital including pre¬ 
mium on shares amounting to Rs 
15.1 crores constituted 7.6 per cent 
of the total sources of finance. Among 
the internal sources, provisions, which 
formed more than half of the funds pro¬ 
vided by interna! sources contributed 
Rs 41.3 crores accounting for 20.7 per 
cent of the total assets formation. Capi¬ 
talisation of reserves was of the order 
of Rs 28,3 crores accounting for 14.1 
per cent of the total funds. Contribu¬ 
tion by reserves and surplus mounted 
to Rs 2.7 crores accounting for 1.3 
j)er cent of the total funds. 

The total assets of 365 icreign cont¬ 
rolled rupee companies increased by 
Rs 208.5 crores from Rs 1,261.0 crores 
in 1965-66 to Rs 1,469.5 crores in 1966- 
67. Pattern of distribution of assets and 
liabilities, was broadly similar during 
both the years. Proportion of net fixed 
assets and receivables to the total assets 
stood at 38 per cent and 20 per cent, 
respectively. Inventories accounted for 
about 28 per cent in both the years. 
Advance of income tax and cash and 
bank balances accounted for 7 per cent 
and 4 per cent respectively, while invest¬ 
ments and other assets accounted for 
less than 2 per cent each in both the 
years. On the liabilities side, the share 
of share capital declined from 27 per cent 
in 1965-66 to 26 per cent in 1966-67, 
while that of borrowings, mainly from 
banks, increased from 27 per cent to 30 
per cent. Reserves and surplus accoun¬ 
ted for 15 per cent in 1966-67 as against 
17 per cent of the total liabilities in the 
previous year. The share of trade dues 
and other current liabilities and provi¬ 
sions accounted for 16 per cent and 
13 per cent respectively in both the 
years. 

All the profitability ratios and divi¬ 
dend disbursement ratios for the foreign 
controlled rupee companies were higher 
than those for 1944 Indian controlled 
rupee companies, and 219 branches of 
foreign companies in both the years. 
Rates of assets formation for foreign 
controlled rupee companies were higher 
than those for the Indian controlled 
rupee companies in both the years. 
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Seminar, with Steel on the Mind 

Some seminars succeed because of their themes, others in spite of them. The seminar 
held by the Indian Engineering A&ociation in New Delhi last week belongs to the 
latter category. It is perhaps incumbent on an association celebrating its 75th 
anniversary to vindicate its claim to maturity by attempting to view its problems in 
a relatively long-term perspective. Front this point of view, the lEA’s choice 
of “Engineering Industry in the Seventies’’ as the topic for discussion on this occa¬ 
sion was not only understandable, but reasonable. Only, in the event, it proved 
to be not altogether practicable. 

From the word ‘go’ it was apparent that the men of the engineering industry 
had only one thing on their mind, viz., the steel shortage. Because this was so 
real a problem for them, the discussion at once became earnest, enthusiastic and 
realistic, so much so the seminar came alive as a wholly relevant occasion for all 
those who had a stake in its effectiveness. It also had the good fortune of being 
treated to a clear and confident analysis of the raw material situation by Rear Adnr. 
B.A. Samson. He did not mince words but bluntly said that the government and 
industry together would have to do a great deal more than was being done if the 
engineering industry were to ward off the steel starvation which is threatening it. 
The string of suggestions made by him might not have carried any proposals which 
were really original or new, but the merit of his exposition lay in its striking the 
right note of urgency as well as in its earthy practicality. Except for the fact that 
Rear Adm. Samson did not seem to appreciate adequately the fact that at least one 
other substitute for steel he suggested, which was aluminium, was also in short 
supply, he revealed a firm grasp of the immediate as well as the prospective prob¬ 
lems which the engineering industry had to reckon with in relation to its raw 
materials and we have no doubt that his observations as well as those which 
were offered by other participants in this part of the proceedings would help the 
three central ministries directly concerned, viz., the Ministry of Steel, the Ministry 
of Industrial Development and the Ministry of International Trade, to concert 
measures for relieving steel scarcity in the short period as well as drawing up 
a proper perspective of development for the years of this decade. 

Apart from steel what interested this seminar most was the export aspect of 
the engineering industry. Once again the seminar was well served by the principal 
speaker on the subject. Mr K. Eswaran discussed in compelling terms the closely 
integrated nature of the export capacities of the engineering industry and its viabi¬ 
lity in terms of production for the home market. From his presentation of this 
subject emerged many important lessons for government policy in promoting the 
export of engineering goods. For instance, if export-oriented industries cannot 
obtain sufficient raw materials for their entire production (including production 
for the home market) their overall viability may be so damaged that their 
export performance is also jeopardised. Again, it was clearly shown that it would 
be unrealistic on the part of the government to specify high percentages of total 
production as minimum export obligations. Mr Eswaran as well as other speakers, 
who evidently knew what they were talking about, were positive that the general 
situation the world over was that even in export-oriented industries, individual 
units sold the greater part of their production in the home market and were con¬ 
sidered to be doing quite well in terms of exports if they managed to sell abroad 
about. 10 per cent or so of their total output. 

Mr Eswaran argued that, as a rule, exporting industries everywhere tried to 
sustain their competitive position in world markets by helping themselves to the 
more advantageous prices available to them on those portions of their output 
which could be marketed in their respective home markets. In his view, if the 
government were to insist on unrealistically high percentages of minimum 
export obligations it would not only be positively discouraging the emergence 
or expansion of industrial units with an export potential, but would also be 
placing an impossible burden on the public exchequer since subsidies in vari¬ 
ous forms would have to be paid by the government as compensation for the 
advantage of higher home prices denied to the exporting industries. While Mr 
Eswaran’s observations in this context were applicable to the policy of mini¬ 
mum export obligations as a whole, it naturally had a particular bearing on 
the special conditions sought to be imposed by the government on the larger 
industrial houses or foreign firms. 

Another point of considerable significance made by Mr Eswaran was that 
it was naive to suppose that exports could be developed in a big way without 
the industry concerned diversifying its production patterns or specifications 
so that it could cater to the differing requirements of domestic consumers 
and customers abroad. Mr Eswaran drove home the point that so long as 
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manufacturers did not recognise the 
need for this kind of specialisation in 
producing fur the expert market, drama* 
tic results could not be expected in the 
growth of exports, particularly to 
sophisticated markets abroad. 

The discussion of the export problems 
of tbc engineering industry had to be 
cramped into an unduly short time 
and as a result an impression of incom¬ 
pleteness was left on the minds of both 
participants and the audience. For¬ 
tunately, the day after the seminar the 
Engineering Export Promotion Council 
happened to hold another seminar, also 
in New Delhi, on “Operational Pro¬ 
lans”. This naturally provided a more 
ample opportunity for the detailed con¬ 
sideration of the particulars of export 
promotion. As a result of these seminars, 
it could be said with some confi¬ 
dence that both government and indus¬ 
try seem to be, on the whole, growth- 
oriented and export-oriented where the 
engineering sector is concerned. It 
was a good augury that the government's 
export policy resolution seemed to 
arouse, instead of scepticism, a high 
degree of optimistic responsiveness in 
the spokesmen of the engineering in¬ 
dustry, particularly at the IEA seinmar. 
For the first time, perhaps, the indus¬ 
try seemed to feel that a constructive 
dialogue with the government had not 
only become possible but could also be 
encouragingly productive in influenc¬ 
ing ministerial attitudes or bureaucratic 
practices more and more in the right 
direction. 

This development seemed all the more 
substantial because there was, at the 
same time, a healthy absence of any 
tendency on the part of the industry's 
representatives to be tolerant of the 
angularities which still tended to dis¬ 
tort government policy. Thus, both 
Mr Abhijit Sen and Mr V.P. Pui\j, each 
of whom contributed an excellent 
paper on ‘Finance’ and ’Planning’ res¬ 
pectively, were not at all inclined to 
soft-pedal criticism of those official 
policies which aimed at placing un¬ 
reasonable restraints on the growth or 
dynamism of the larger business houses 
or industrial units. Indeed, the animus 
against size seems particularly irrele¬ 
vant to the engineering industry where, 
in the first place, the small-scale sector 
has steadily grown and is now firmly 
occupying a prominent place and, se¬ 
condly, it has been convincingly demon¬ 
strated that the larger units arc building 
themselves more and more on the basis 
of encouraging the development of ancil¬ 
lary industries over as wide an area as 
possible. While Mr Punj pleaded For 
the rationalisation of our notions about 
monopolies or the scale of manufactur¬ 
ing operations so that our thinking 
might bear some sensible relationship 
to the aytualities of modern technology 
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and marketing, Mr Abhijit Sen pointed 
to the danger the internal resources 
needed for or financing the growth of the 
engineering industry being curtailed in 
the event of the activities of the large 
industrial houses being curbed under 
one pretext or the other. 

To sum up, the engineering industry 
very definitely constitutes a promising 
growth sector both on the export front 
and in the more general area of the na¬ 
tional economy as a whole. To men¬ 
tion only one significant bit of statis¬ 
tics, export of engineering goods has 
risen from Rs 10 crores in 1960-61 to 
Rs 106 crores in 1969-70 and is proposed 
to be stepped up to Rs 250 crores in 
1973-74. Again, against a national avera¬ 
ge growth rate of seven per cent in ex¬ 
ports, the growth rate in engineering 
products is expected to be 28 per cent. 
All this, no doubt, justified Mr Sanjoy 
Sen, Chairman of IEA, speaking of the 
industry being engaged in a “search of a 
vision of industrial development over 
the next decade and how it can be 
achieved.” He spoke in robust terms of 
the engineering industry as a 'leading 
sector’ in the industrial development 
contemplated for the current decade 
and recommended that the task for the 
seventies could be nothing less demand¬ 
ing than that of maintaining an annual 
growth rate of from 10 to 12 per cent. 

The progress of the engineering sec¬ 
tor inspired also Mr Dinesh Singh, 
Minister for Industrial Development 
and Internal Trade, who inaugurated the 
seminar, to cheerful eloquence. “From 
a relatively poor base,” he said, “this 
industrial sector has expanded to a 
gross annual production value of about 

What Price 

For the third time in the current year 
the monetary authorities have decided 
to raise the liquidity ratio applicable to 
the scheduled commercial banks by one 
per cent taking the total of the ratio to 
33 per cent from 30 per cent before 
February, 1970. Thus, under the latest 
directive banks have been asked to 
increase their investments in govern¬ 
ment and approved securities to 28 per 
cent with cash balances constituting 
the remaining five per cent. At the same 
time, it has been indicated that refin¬ 
ance facilities will be available to the 
member banks at the bank rate only if 
there is a net liquidity ratio of 33 per 
cent. 

The central banking institution is 
obviously worried about the contra- 
seasonal expansion in 'credit up to July 
10 in spite of the fact that there had 
been a fast growth of deposits between 
May 1970 and July 10, 1970. The addi¬ 
tions to deposits during this period 
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Rs 2,500 crores and has established a 
widely diversified range of production, 
expanding from simple engineering 
products to a comprehensive range of 
sophisticated machine tools and ma¬ 
chinery and equipment. The vital and 
critical role of this industry in the rapid 
development of mechanised agriculture 
and in almost every manufacturing in¬ 
dustry, besides essential infrastructure 
requirements, has enabled the economy 
to take a giant stride towards self- 
sufficiency in many fields.” 

It is rather comforting that, while, 
naturally, all our politicians may not 
be able, all the time, to assist positively 
in the industrial or other economic 
development of the country, some of 
them are at least up to the task of 
occasionally appreciating what has 
been accomplished. After this. Mr 
Dinesh Singh's assurance that he ‘'would 
consider with sympathy and with a 
sense of urgency any constructive pro¬ 
posals and suggestions as would emerge 
from this seminar” could certainly be 
considered to be a bonus. Indeed, in 
fairness to the Ministry of Industrial 
Development and Internal Trade, its 
Secretary was as good as his Minister's 
word, for Mr T.S. Swaminathan was 
able to contribute very considerably to 
the success of the seminar by indicating 
that the government’s intentions were 
well advanced in such directions as 
helping the industry to tide over its raw 
material problem or further assisting 
it in improving its relative competitive 
efficiency in international trade. Al¬ 
together, the IEA seminar meant that 
good use was made by all concerned of 
their more or less valuable time. 

Liquidity ? 

amounted to Rs 206 crores against 
Rs 212 crores in the corresponding 
period last year while advances rose by 
as much Rs 234 crons against only Rs 
92 crons previously. With the need to 
comply with the new stipulation relat¬ 
ing to the liquidity ratio by tbe end of 
April and an unexpected demand for 
funds, borrowings of scheduled com¬ 
mercial banks from the Reserve Bank 
rose at a particular stage to over Rs 300 
crores. But while it should be recognis- 
ed that the banking system had an 
over-extended position even after the 
decline in advances that has taken place 
after July 10, 1970. and the special 
adjustments made by tbe government, 
it has net been made clear what exactly 
are the reasons for the unusual increase 
in advances. 

The growth in credit during 1969-70 
season exceeded earlier expectations 
being as much as Rs 589 crows against 
Rs 498 crores in the 1968-69 season. If, 
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however, it is borne in mind that there 
was an accumulation of sugar stocks by 
nearly one million tonnes and the revival 
in economic activity brought about an 
increase in the quantum of working 
capital of industrial units, especially 
as there was a rise in prices of raw 
materials and components, the bulge in 
credit was not in any sense unexcep¬ 
tionable. The restrictions on advances 
against raw cotton, oilseeds and edible 
oils were well-merited though even here 
it might be contended that the delay in 
arranging for imports of raw cotton 
and edible oils has been responsible 
for encouraging speculative acitivity 
and hoarding. 

The continued rise in advances dur¬ 
ing the slack season up to July 10 
should be mainly due to the intensifica¬ 
tion of procurement operations and the 
additions to sugar stocks. It has been 
stated that the procurement of wheat 
and rice has been very nearly to the 
targeted levels while sugar stocks con¬ 
tinued to rise up to the end of June and 
there would be a net decline only from 
July. The question may legitimately be 
asked whether the latest directives of 
the Reserve Bank arc well-conceived or x 
practicable and the new move is not 
calculated to make a success of the new 
loan that will have to be floated by the 
central government shortly for com¬ 
pleting the second stage of the borrow¬ 
ing programme. 

With the raising of the liquidity 
ratio by a further one per cent member 
banks will be obliged to invest addi¬ 
tionally over Rs 45 crores which would 
mean that the Reserve Bank will have to 
effect net sales of government securities 
to the scheduled commercial banks be¬ 
fore August 28. It will then be possible 
for the Reserve Bank itself to put in 
large subscriptions for the new loan in 
order to replenish its portfolio or be in a 
position to make open maket sales in 
September and October. If skilful 
switch operations can be concluded by 
which the Reserve Bank can accumu¬ 
late large holdings of the 3 per cent 
1970-75 loan which falls due for repay¬ 
ment on October 15, 1970, there will be 
no need for official support to the new 
loan in the form of cash applications. 
The success of the short-dated loan that 
may be floated by the central govern¬ 
ment early in September is, therefore, 
fully assured. 

What is, however, significant to note 
is the fact that the central government 
and the state electricity boards and pub¬ 
lic bodies will be benefited greatly by 
the jacking up of the liquidity ratio by 
three per cent in a short period!. Even 
granting that the advantage arising out 
of the first increase in the liquidity ratio 
was helpful in minimising the overall 
deficit of the centre for that year, the 
borrowing programmes for the current 


year will be facilitated by the compul¬ 
sion to invest additionally over Rs HO 
crores with an increase in the liquidity 
ratio to 33 per cent from 31 per cent. 
This would mean that, besides the usual 
investment of 25 per cent of the addi¬ 
tions to bank deposits, which may easily 
be Rs 800 crores in 1969, there will be 
extra investment taking the total of all 
fresh purchases of securities by the 
banking system alone to over Rs 300 
crores in a full year. 

The explanation offered by the De¬ 
puty Governor of the Reserve Bank, 
Dr R. K. Hazari, that the latest credit 
restrictions have been designed to pre¬ 
vent an accentuation of inflationary 
pressures or even reduce prices who¬ 
ever possible; and at the same time to 
secuie for the public sector the desired 
share of fresh additions to bank depo¬ 
sits is not convincing. There is reason 
to believe that the increase in advances 
is mainly on account of the exceptional 
rise in sugar stocks and the heavy financ¬ 
ing of procurement operations of the 
Food Coiporation of India. There may, 
of course, have been an increase in 
advances due to higher prices of raw 
cotton, cloth, yarn and other items; 
but the amount involved may not be 
large. 

If the central government is anxiou? 
to reduce its overall deficit and extend 
also liberal assistance tc the state 
governments without pruning non-Plan 
expenditure to any great extent, there 
will necessarily have to be larger 
borrowing through open market loans. 
This would mean that there would be a 
transfer of the overall deficits of the 
public sector to the banking system to 
the extent that these deficits had not 


been neutralised by buoyancy in tax 
revenues or larger surpluses of govern* 
ment-owned industrial undertakings. 
This procedure har to be welcomed in 
a way as the changes in the quantum of 
deficit financing can be easily traced 
with the fluctuations in borrowings of 
the scheduled commercial banks from 
the central banking institution. It 
should not occasion any surprise if bor¬ 
rowings of member banks wcreptill at 
the high level of Rs 232.35 crores on 
August 7, 1970, against only Rs 97.80 
crores cm August 8, 1%9, But it is too 
much to expect that the banking system 
can reduce its borrowings and also 
increase its investments in government 
securities without exceptional growth 
in deposits and/or a sharp contraction 
in advances. 

It is very doubtful if there can be any 
pronounced growth in deposits in the 
remaining months of the slack season 
while, if the screw is tightened, the 
industrial sector will be in trouble. 
Unless a helpful attitude is adopted 
and it is recognised that there will 
have to be liberal refinance facilities 
during a period of transition from reces¬ 
sion to a higher level of economic 
activity, the new credit policy may 
create more problems than it seeks to 
solve. The 1970-71 busy season promires 
to present intractable problems relating 
to the expansion of audit. Without a 
policy of overlcnding for a short period, 
it will turn out that the government 
used its privileged position as a borrow¬ 
er to raise its resources and created 
needless difficulties for the private sec¬ 
tor during a period when much good 
work could be done with liberal credit 
facilities for productive purposes. 


Port Deficiencies 


In developing countries such as ours, 
whose own shipping caters for just 
about 33 per cent or even less of their 
external trade, overseas transportation 
costs, which have to be paid to inter¬ 
national shippers in foreign exchange, 
have an important bearing on the bal¬ 
ance of payments position. Although 
this has been well appreciated in our 
country for quite some time, it is regret¬ 
table that, due to one consideration or 
another, action at containing these 
costs has not been commensurate with 
the requirements. The result has been 
that we are obliged to pay ever- 
increasing ocean freight rates. During 
the sixties, the liner freight rates in our 
overseas trade have gone up sharply. 
In the case of trade with the United 
States, Canada and Australia, the 
annual increase, including the Suez 
Canal closure surcharge, has been as 
high as 6.8 percent. If this annual in¬ 
crease is continued during the current 


decade, it is feared that the freight rates 
level in 1980 would be 3.7 times of the 
1960 level. 

The main reason for our having to 
pay high ocean freight on nearly 97 per 
cent of our foreign trade—as a recent 
study conducted by the Operations 
Research Group, Baroda, points out— 
is the unsatisfactory port conditions 
in our country. The study—“Survey of 
Overseas Transport and Freight Struc¬ 
ture in India's Export Trade”—explod¬ 
es the myth, subscribed to by many a 
politician, that since our labour costs 
are low, we should not go in for any 
large-scale modernisation and mechani¬ 
sation of port facilities. It clearly brings 
out the fact that herthing delays and 
slow loading and. unloading of ships at 
our ports must be reflected in ocean 
freight rates. “Despite the programmes 
carried out over the first three five-year 
Plan periods and the subsequent annual 
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manufacturers did not recognise the 
need for this kind of specialisation in 
producing for the export market, drama¬ 
tic results could not be expected in the 
growth of exports, particularly to 
sophisticated markets abroad. 

The discussion of the export problems 
of the engineering industry had to be 
cramped into an unduly short time 
and as a result an impression of incom¬ 
pleteness was left on the minds of both 
participants and the audience. For¬ 
tunately, the day after the seminar the 
Engineering Export Promotion Council 
happened to hold another seminar, also 
in New Delhi, on “Operational Pro¬ 
lans”. This naturally provided a more 
ample opportunity for the detailed con¬ 
sideration of the particulars of export 
promotion. As a result of these seminars, 
it could be said with some confi¬ 
dence that both government and indus¬ 
try seem to be, on the whole, growth- 
oriented and export-oriented where the 
engineering sector is concerned. It 
was a good augury that the government's 
export policy resolution seemed to 
arouse, instead of scepticism, a high 
degree of optimistic responsiveness in 
the spokesmen of the engineering in¬ 
dustry, particularly at the IEA seininar. 
For the first time, perhaps, the indus¬ 
try seemed to feel that a constructive 
dialogue with the government had not 
only become possible but could also be 
encouragingly productive in influenc¬ 
ing ministerial attitudes or bureaucratic 
practices more and more in the right 
direction. 

This development seemed all the more 
substantial because there was, at the 
same time, a healthy absence of any 
tendency on the part of the industry’s 
representatives to be tolerant of the 
angularities which still tended to dis¬ 
tort government policy. Thus, both 
Mr Abhijit Sen and Mr V.P. Punj, each 
of whom contributed an excellent 
paper on ‘Finance’ and ’Planning’ res¬ 
pectively, were not at all inclined to 
soft-pedal criticism of those official 
policies which aimed at placing un¬ 
reasonable restraints on the growth or 
dynamism of the larger business houses 
or industrial units. Indeed, the animus 
against si/e seems particularly irrele¬ 
vant to the engineering industry where, 
in the first place, the small-scale sector 
has steadily grown and is now firmly 
occupying a prominent place and, se¬ 
condly, it has been convincingly demon¬ 
strated that the larger units are building 
themselves more and more on the basis 
of encouraging the development of ancil¬ 
lary industries over as wide an area as 
possible. While Mr Punj pleaded for 
the rationalisation of our notions about 
monopolies or the scale of manufactur¬ 
ing operations so that our thinking 
might bear some sensible relationship 
to the actualities of modern technology 


and marketing, Mr Abhijit Sen pointed 
to the danger the internal resources 
needed for or financing the growth of the 
engineering industry being curtailed in 
the event of the activities of the large 
industrial houses being curbed under 
one pretext or the other. 

To sum up, the engineering industry 
very definitely constitutes a promising 
growth sector both on the export front 
and in the m>re general area of the na¬ 
tional economy as a whole. To men¬ 
tion only one significant bit of statis¬ 
tics, export of engineering goods has 
risen from Rs 10 crores in 1960-61 to 
Rs 106 crorcs in 1969-70 and is proposed 
to be stepped up to Rs 250 crores in 
1973-74. Again, against a national avera¬ 
ge growth rate of seven per cent in ex¬ 
ports, the growth rate in engineering 
products is expected to be 28 per cent. 
All this, no doubt, justified Mr Sanjoy 
Sen, Chairman of IEA, speaking of the 
industry being engaged in a ‘‘search of a 
vision of industrial development over 
the next decade and how it can be 
achieved.” He spoke in robust terms of 
the engineering industry as a ’leading 
sector’ in the industrial development 
contemplated for the current decade 
and recommended that the task for the 
seventies could be nothing less demand¬ 
ing than that of maintaining an annual 
growth rate of from 10 to 12 per cent. 

The progress of the engineering sec¬ 
tor inspired also Mr Dinesh Singh, 
Minister for Industrial Development 
and Internal Trade, who inaugurated the 
seminar, to cheerful eloquence. “From 
a relatively poor base,” he said, “this 
industrial sector has expanded to a 
gross annual production value of about 

What Price 

For the third time in the current year 
the monetary authorities have decided 
to raise the liquidity ratio applicable to 
the scheduled commercial banks by one 
per cent taking the total' of the ratio to 
33 per cent from 30 per cent before 
February, 1970. Thus, under the latest 
directive banks have been asked to 
increase their investments in govern¬ 
ment and approved securities to 28 per 
cent with cash balances constituting 
the remaining five per cent. At the same 
time, it has been indicated that refin¬ 
ance facilities will be available to the 
member banks at the bank rate only if 
there is a net liquidity ratio of 33 per 
cent. 

The central banking institution is 
obviously worried abput the contra- 
seasonal expansion in credit up to July 
10 in spite of the fact that there had 
been a fast giowfh of deposits between 
May 1970 and July 10, 1970. The addi¬ 
tions to deposits during this period 


Rs 2,500 crores and has established a 
widely diversified range of production, 
expanding from simple engineering 
products to a comprehensive range of 
sophisticated machine tools and ma¬ 
chinery and equipment. The vital and 
critical role of this industry in the rapid 
development of mechanised agriculture 
and in almost every manufacturing in- 
dusty, besides essential infrastructure 
requirements, has enabled the economy 
to take a giant stride towards self- 
sufficiency in many fields.” 

It is rather comforting that, while, 
naturally, all our politicians may not 
be able, all the time, to assist positively 
in the industrial or other economic 
development of the country, some of 
them are at least up to the task of 
occasionally appreciating what has 
been accomplished. After this, Mr 
Dinesh Singh's assurance that he ‘‘would 
consider with sympathy and with a 
sense of urgency any constructive pro¬ 
posals and suggestions as would emerge 
from this seminar” could certainly be 
considered to be a bonus. Indeed, in 
fairness to the Ministry of Industrial 
Development and Internal Trade, its 
Secretary was as good as his Minister's 
word, for Mr T.S. Swaminathan was 
able to contribute very considerably to 
the success of the seminar by indicating 
that the government’s intentions were 
well advanced in such directions as 
helping the industry to tide over its raw 
material problem or further assisting 
it in improving its relative competitive 
efficiency in international trade. Al¬ 
together, the IEA seminar meant that 
good use was made by all concerned of 
their more or less valuable time. 

Liquidity ? 

amounted to Rs 206 crores against 
Rs 212 crores iu the corresponding 
period last year while advances rose by 
as much Rs 234 crores against only Rs 
92 crores previously. With the need to 
comply with the new stipulation relat¬ 
ing to the liquidity ratio by the end of 
April and an unexpected demand for 
funds, borrowings of scheduled com¬ 
mercial banks from the Reserve Bank 
rose at a particular stage to over Rs 300 
crores. But while it should be recognis¬ 
ed that the banking system had an 
ovor-exfended position even after the 
decline in advances that has taken place 
after July 10, 1970, and the special 
adjustments made by the government, 
it has net been made clear what exactly 
are the reasons for the unusual inciease 
in advances. 

The growth in credit during 1969-70 
season exceeded earlier expectations 
being as much as Rs 589 crores against 
Rs 498 crores in the 1968-69 season. If, 
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however, it is borne m mind that there 
was an accumulation of sugar stocks by 
nearly one million tonnes and the revival 
in economic activity brought about an 
increase in the quantum of working 
capital of industrial units, especially 
as there was a rise in prices of raw 
materials and components, the bulge in 
credit was not in any sense unexcep¬ 
tionable. The restrictions on advances 
against raw cotton, oilseeds and edible 
oils were well-merited though even here 
it might be contended that the delay in 
arranging for imparts of raw cotton 
and edible oils has been responsible 
for encouraging speculative acitivity 
and hoarding. 

The continued rise in advances dur¬ 
ing the slack season up to July 10 
should be mainly clue to the intensifica¬ 
tion of procurement operations and the 
additions to sugar stocks. It has been 
stated that the procurement of wheat 
and rice has been very nearly to the 
targeted levels while sugar stocks con¬ 
tinued to rise up to the end of June and 
there would be a net decline only from 
July. The question may legitimately be 
asked whether the latest directives of 
the Reserve Bank are well-conccivcd or N 
practicable and the new move is not 
calculated to make a success of the new 
loan that will have to be floated by the 
central government shortly for com¬ 
pleting the second stage of the borrow¬ 
ing programme. 

With the raising of the liquidity 
ratio by a further one per cent member 
banks will be obliged to invest addi¬ 
tionally over Rs 45 crorcs which would 
mean that the Reserve Bank will have to 
effect net sales of government securities 
to the scheduled commercial banks be¬ 
fore August 28. It will then be possible 
for the Reserve Bank itself to put in 
large subscriptions for the new loan in 
order to replenish its portfolio or be in a 
position to make open maket sales in 
September and October. If skilful 
switch operations can be concluded by 
which the Reserve Bank can accumu¬ 
late large holdings of the 3 per cent 
1970-75 loan which falls due for repay¬ 
ment on October 15, 1970, there will be 
no need for official support to the new 
loan in the form of cash applications. 
The success of the short-dated loan that 
may be floated by the central govern¬ 
ment early in September is, therefore, 
fully assured. 

What is, however, significant to note 
is the fact that the central government 
and the state electricity boards and pub¬ 
lic bodies will be benefited greatly by 
the jacking up of the liquidity ratio by 
three per cent in a short period- Even 
granting that the advantage arising out 
of the first increase in the liquidity ratio 
was helpful in minimising the overall 
deficit of the centre for that year, the 
borrowing programmes for the current 


year will be facilitated by the compul¬ 
sion to invest additionally over Rs 110 
crorcs with an increase in the liquidity 
ratio to 33 per cent from 31 per cent. 
This would mean that, besides the usual 
investment of 25 per cent of the addi¬ 
tions to bank deposits, which may easily 
be Rs 800 crores in 1969, there will he 
extra investment taking the total of ali 
fresh purchases of securities by the 
banking system alone to over Rs 300 
crores in a full year. 

The explanation offered by the De¬ 
puty Governor of the Reserve Bank, 
Dr R. K. Hazari, that the latest credit 
restrictions have been designed to pre¬ 
vent an accentuation of inflationary 
pressures or even reduce prices wher¬ 
ever possible; and at the same time to 
secuie for the public sector the desired 
share of fresh additions to bank depo¬ 
sits is not convincing. There is reason 
to believe that the increase in advances 
is mainly on account of the exceptional 
rise in sugar stocks and the heavy financ¬ 
ing of procurement operations of the 
Food Coiporation of India. There may, 
of course, have been an increase in 
advances due to higher prices of raw 
cotton, cloth, yarn and other items; 
but the amount involved may not be 
large. 

If the central government is anxious 
to reduce its overall deficit and extend 
also liberal assistance tc the state 
governments without pruning non-Plan 
expenditure to any great extent, there 
will necessarily have to be larger 
borrowing through open market loans. 
This would mean lhat there would be a 
transfer of the overall deficits of the 
public sector to the banking system to 
the extent that these deficits had not 


been neutralised by buoyancy in lax 
revenues or larger surpluses of govern* 
nient-owned ind ustrial undertakings. 
This procedure har to be welcomed in 
a way as the changes in the quantum of 
deficit financing can be easily traced 
with the fluctuations in hot rowings of 
the scheduled commercial banks from 
the central banking institution. It 
should not occasion any surprise if bor¬ 
rowings of member banks wercrtill at 
the high level of Rs 232.35 crores on 
August 7, 1970, against only Rs 97.80 
crores on August 8, 1969. But it is too 
much to expect that the bonking system 
can reduce its borrowings and also 
increase its investments in government 
securities without an exceptional growth 
in deposits and/or a sharp contraction 
in advances. 

It is very doubtful if there can be any 
pronounced growth in deposits in the 
remaining months of the slack season 
while, if the screw is tightened, the 
industrial sc: tor will be in trouble. 
Unless a helpful attitude is adopted 
and it is recognised that there will 
have to be liberal refinance facilities 
during a period of transition from reces¬ 
sion to a higher level of economic 
activity, the new credit policy may 
create more problems than it seeks to 
solve. The 1970-71 busy season promises 
to present intractable problems relating 
to the expansion of credit. Without a 
policy of overlending for a short period, 
it will turn out that the government 
used its privileged position as a borrow¬ 
er to raise its Resources and created 
needless difficulties for the private sec¬ 
tor during a period when much good 
work could be done with liberal credit 
facilities for productive purposes. 


Port Deficiencies 


In developing countries such as ours, 
whose own shipping caters for just 
about 33 per cent or even less of their 
external trade, overseas transportation 
costs, which have to be paid to inter¬ 
national shippers in foreign exchange, 
have an important bearing on the bal¬ 
ance of payments position. Although 
this has been well appreciated in our 
country for quite some time, it is regret¬ 
table that, due to one consideration or 
another, action at containing these 
costs has not been commensurate with 
the requirements. The result has been 
that we are obliged to pay ever- 
increasing ocean freight rates. During 
the sixties, the liner freight rates in our 
overseas trade have gone up sharply. 
In the case of trade with the United 
States, Canada and Australia, the 
annual increase, including the Suez 
Canal closure surcharge, has been as 
high as 6.8 percent. If this annual in¬ 
crease is continued during the current 


decade, it is feared that the freight rates 
level in 1980 would be 3.7 times of the 
1960 level. 

Ths main reason for our having to 
pay high ocean freight on nearly 97 per 
cent of our foreign trade—as a recent 
study conducted by the Operations 
Research Group, Baroda, points out— 
is the unsatisfactory port conditions 
in our country. The study—“Survey of 
Overseas Transport and Freight Struc¬ 
ture in India’s Export Trade”—explod¬ 
es the myth, subscribed to by many a 
politician, that since our labour costs 
are low, we should not go in for any 
large-scale modernisation and mechani¬ 
sation of port facilities. It clearly brings 
out the fact that berthing delays and 
slow loading and unloading of ships at 
our ports must be reflected in ocean 
freight rates. “Despite the programmes 
carried out over the first three five-year 
Plan periods and the subsequent annual 



354 


EASTERN ECONOMIST 


August 28, 1970 


Plans for augmenting port capacities 
and improving handling equipment, port 
conditions'', it notes, “remain deficient 
and impose costly delays to shipping 
and increased costs -to both exporters 
and importers. Draft limitations pre¬ 
clude the use of larger bulk carriers and 
tankers to gain the economies of size in 
transport costs; and facilities generally 
available are suitable only for break- 
bulk handling of general cargo. Except 
for the use of cranes, the ports in gene¬ 
ral have not adopted mechanical cargo 
handling methods ; and manual loading 
and discharge of vessels is the rule. 
TTtere is only limited use of fork-lift 
trucks, and less limited use of palletisa¬ 
tion of general cargo, although some of 
the ports have plans for procuring addi¬ 
tional fork-lift trucks to permit greater 
use of palletisation”. Berthing delays 
alone, the study reveals, caused a loss 
of 8,5<X) shipdays in 1965-66 and as 
many as 18,900 shipdays in 1966-67. At 
an average standing cost of about Rs 
15,000 per ship per day, the extra freight 
paid on this count added up to Rs 12.75 
crores for 1965-66 and Rs 28.35 crores 
for 1966-67. The loss due to slower load¬ 
ing and unloading of cargoes, which also 
lead to detention of ships on berths, 
apparently is not insignificant. The total 
increased freight charges incurred by 
us in these two years, thus, were much 
higher than the above quoted figures. 
Can we continue to incur such heavy 
losses? Obviously not, 

With our sea-borne trade through the 
major ports alone expected to go up 

Exporting by 

The export policy resolution announc¬ 
ed recently by the Government of India 
has stressed the imperative need to 
give proper attention to marketing and 
product development. It says that the 
efforts to improve marketing research, 
build up marketing skills and train ex¬ 
port managers will be intensified and 
expanded. It is proposed to study the 
projections of the expansion of inter¬ 
national trade over the seventies so as 
to be able to direct new investment to 
areas where we have definite advantages. 

Inadequate attention to market re¬ 
search has been a feature of the export 
drive not only in India but in many 
other developing countries. Little effort 
has been made to study the needs of the 
markets and adapt production on the 
basis of the findings. An article in a 
recent issue of Forum published by the 
International Trade Centre UNCTAD/ 
GATT, Geneva, rightly points out that 
management has made little use of 
foreign market research and has been 
reluctant to allocate adequate funds to 
carry out basic studies of export mar- 


from 65.5 million tonnes in 1968-69 
to 92.1 million tonnes in 1973-74, the 
modernisation and mechanisation of 
our ports assumes heightened impor¬ 
tance. The fears that mechanisation will 
reduce employment potential are totally 
unjustified. Not only the increased 
demand for port machinery and equip¬ 
ment will go up as a result of mechani¬ 
sation, leading to new employment 
opportunities being created in the engi¬ 
neering industry, but also the savings 
effected in ocean freight can be profit¬ 
ably utilised for investment in the other 
sectors of the economy. The containing 
of ocean freight can as well help in earn¬ 
ing more foreign exchange through ex¬ 
ports. The lower freight on imports 
should bring down the import bill. 
This can have a salutary impact on the 
cost of production of many industries 
which are dependent on imported raw 
materials or machinery to any significant 
extent. 

Modernisation and mechanisa¬ 
tion of our ports is therefore urgently 
called for and this has to be according 
to current or emerging international 
practices. The continuation of tardy 
implementation of the port develop¬ 
ment programmes during the first 
three five-year Plans and the subs- 
quent annual Plans, which is not only 
reflected in the poor facilities available 
at our ports currently but also in the 
fact that between 1950-51 and 1967-68, 
only 58 per cent of the funds allocated 
for the purpose were actually spent, 
will not do. 

Guess Work 

kets. Though the lack of competent 
domestic agencies has been a handicap, 
the main reason seems to be the want 
of realisation of the value of market 
research. The article warns that unless 
the existing information gap is bridged, 
“management’s export decisions will 
probably continue to be based largely 
on guess work or on irrelevant experi¬ 
ence acquired in domestic markets”. 

It is surprising that even our tradi¬ 
tional industries have not given proper 
attention to market research although 
they have organised themselves into 
strong and resourceful associations for 
the past several decades. The Indian 
Jute Mills Association, for instance, has 
completed over 90 years but it is 
yet to realise the crucial role of market 
research despite the intense competition 
jute goods arc facing from Pakistan and 
synthetics. 

A survey recently undertaken under 
official auspices has the following 
comments to offer on the marketing of 


Indian jute goods in the USA: “Market 
intelligence on the part of the Indian 
industry is poor. Planned monitoring 
of competitive activities is absent. Many 
Indian shippers shipping to the USA 
are even unaware of the current Pakis¬ 
tan quotations, the selling price of syn¬ 
thetics, or the difference in hessian and 
paper bag prices. Periodical analysis 
of demand trend in individual sector 
is not undertaken. Investigation of pro¬ 
duct and process development which 
may influence burlap usage is not ade¬ 
quate”. The survey adds that the func¬ 
tion of the IJMA overseas office, in this 
respectis practically confined to trans¬ 
mitting some routine published stati¬ 
stics and submitting broad and general 
market reports”. 

The Government of India is reported 
to be considering a proposal to set up 
a Jute Marketing Board to organise 
market research. While the need for 
intensifying research is imperative, the 
government should consider whether 
a new organisation is really necessary. 
It was sometime back reported that the 
government was going to set up an ex¬ 
port promotion council for jute goods. 
It is not known what progress is being 
made in this direction. Meanwhile, 
one wonders what the office of the Jute 
Commissioner is doing to encourage 
market research abroad or research at 
home to improve the productivity of 
raw jute. 

The tea industry also has been neglect¬ 
ing market research. For too many 
years it has depended heavily on too 
few markets. It is however encouraging 
to find that the tea industry is now 
showing an anxiety to undertake market 
research. As J. Thomas & Co. say, in 
their annual report for the season 1969- 
70, “There is realisation that the pro¬ 
duction of fine quality tea does not auto¬ 
matically result in profitable working, 
the true criterion being not top prices 
for the best grades but average price and 
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profit per acre. There is more awareness 
today among producers of the need 
to manufacture types of tea for specific 
markets. Producers who have suffered 
considerable losses over the past two 
years are undoubtedly more conscious 
of the need to study marketing and other 
aspects of the world tea industry”. 

The export policy resolution says 
that product and market research is 
currently the responsibility of several 
bodies, official and non-official, and that 
their work will be co-ordinated. The 
results of research will be pooled in 
order to promote more effective utilisa¬ 
tion. This is not the first time that the 
government has talked of co-ordinating 
the activities of various export organisa¬ 
tions. When the Federation of Indian 
Export Organisations was set up a few 
years ago, it was thought that it would 
be able to achieve proper co-ordination. 
The Indian Institute of Foreign Trade 
also was expected to help in avoiding 
duplication of research activities. But 
these hopes have not been realised. The 
government is now setting up a Trade 
Development Agency. But industrial 
and trade organisations do not have a 
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clear idea of its aims and activities. 

If the government is really keen to 
promote market research, it should cut 
red tape in administration, especially 
in regard to the operations of the Mar¬ 
ket Development Fund. A sum of about 
Rs 45 crores is earmarked every year 
for this fund but trade and industry 
complain that the procedures for get¬ 
ting money fromthis source are tedious 
and dilatory. Even export promotion 
councils, export houses and commodity 
boards find it difficult to make use of 
this money. At tlte same time, some 
of the money allotted to the Market 
Development Fund lapses at the end of 
every financial year because there is 
no demand for it! While the govern¬ 
ment should take all care to ensure 
proper utilisation of the fund, it should 
also avoid unnecessary delays so that 
exporters will not lose their enthusiasm. 

The export policy resolution lias 
highlighted the scope for developing 
new exports. If says that products re¬ 
lating to agriculture, horticulture, 
sericulture, forest rj, fisheries, chemicals, 
engineering and electronics will be 
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identified with greater precision and that 
special measures and programmes will 
be taken up to develop them. The suc¬ 
cess in exporting these products will 
depend on the skill and speed with 
which we are able to assess the market 
potentialities. What is important is not 
merely to undertake realistic research 
but to make it available promptly to 
the industries and trades concerned. 
Many of the market surveys conducted 
by Indian embassies contain u good deal 
of useful information. But they are sel¬ 
dom distributed in time. Their presen¬ 
tation and printing are not done in a 
manner so as to facilitate easy reading. 
Efforts are also not made to make the 
surveys up-to-date. The Ministry of 
Foreign Trade, and the Directorate of 
Commercial Publicity in particular, 
should devote serious and systematic 
attention to market studies if the ob¬ 
jectives indicated in the export policy 
resolution are to be realised. 


The first leading article, “Drugged Control” 
in Eastern Economist dated August 21 should 
have appeared as a signed article by the editor. 
The omission is regretted. 
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European Security 

DR A- APPADORAI 


The signing of the Soviet-West German 
treaty at the Kremlin by Chancellor 
Willy Brandt and Premier Kosygin 
on August 12 is a landmark in the post¬ 
war history of Europe. Mutual under¬ 
standing and confidence between the 
Soviet Union and West Germany is a 
sine qua non for European security; to 
the extent the signature to the treaty 
makes possible such understanding, it 
is io be welcomed. There are still hur¬ 
dles to be crossed, before the treaty can 
bs an accomplished fact, but they can 
be. There arc other problems, too, 
before European security can be assured, 
but, when this treaty is ratified, they will 
become easier of solution. 

Of the five articles of the treaty, the 
two most important are Articles 2 and 3. 
These are: 

Articles of the Treaty 

Article 2: The Fedetal Republic of 
Germany and the Union of Soviet Socia¬ 
list Republics shtUI in their mutual re¬ 
lations as wdl as in matters of ensuring 
European and international security be 
guided by the purposes and principles 
embodied in the Charter of the United 
Nations Accordingly, they shall settle 
theii disputes exclusively by peaceful 
mean? and undertake to refrain from the 
threat of use of force, pursuant to 
Article 2 of the Charter of the United 
Nations, in any matters affecting secu¬ 
rity in Europe or international security, 
as well as in their mutual relations 

Article 3 : In accordance with the 
foregoing purposes and principles, the 
Federal Republic of Germany and the 
Union of Soviet Socialist Republics 
share the realisation that peace can only 
be maintained in Europe if nobody dis¬ 
turbs the present frontiers. 

They undertake to respect without 
restriction the territorial integrity of all 
states in Europe within their present 
fronticrs.'they declare that they have no 
territorial claims against anybody nor 
will assert such claims in the future. 

They regard today, and shall in future 
regard, the frontiers of all states in 
Europe as inviolable such as they arc on 

* US N* ws and World Report f December 29, 

1969, Pp. 29-32. 

tOaily News , Polish Press Agency, No. 356 
December 22,1969, Pp. 19-25. 

^Soviet Newj , No. 5525, January 13, 

1970, Pp. 17-27. 


the date of signature of the present 
treaty, including the Oder-Neisse line, 
which forms the western frontier of 
the People’s Republic of Poland and the 
frontier between the Federal Republic 
of Germany and the German Democra¬ 
tic Republic. 

Three Documents w 

Before I discuss the significance of 
the treaty, it will be relevant to refer 
to three recent documents of great signi- 
cance. The first is a statement by 
Chancellor Willy Brandt in December 
1969* “in talking about relations with 
the east — communist eastern Europe, 
including the Soviet Union — our 
attempt is to contribute to some kind 
of normalisation. .. I must confess 
that I have stopped speaking about 
(German) reunification.” 

The second statement is by Prime 
Minister Jozcf Cyrankiewicz of Poland 
on December 22,1969f: “Our policy is 
based on the principle that the realities 
existing in Europe , created as the result 
of the victory over Hitlerism f should be 
recognized and respected by all states . 
The acceptance of this principle by all 
states, and particularly the recognition 
and inviolability of the frontiers existing 
in Europe , constitute the starting point 
for a real normalisation of relations in 
our continent and for ensuring Euro¬ 
pean security. .. The recognition by 
the German Federal Republic of Poland's 
western frontier on the Odra and Nysa 
as final and inviolable is the starting 
point for opening the process of normali¬ 
sation of relations between the German 
Federal Republic and Poland . There is 
and there cannot be any other basis for 
the creation of conditions for a true 
normalisilion of tjiese relations bet¬ 
ween the two states.” 

The third is a statement by the Foreign 
Ministry of the Soviet Union on 
January 13, 1970-tt “Acceptance by 
an all-European conference of the 
principle of renunciation of the use or 
threat of force in relations among all 
European states , together with accord on 
some important questions of European 
security as reflected in the relevant 
proposals of socialist countries, 
would mean the renunciation 
of war in Europe a means of 
solving questions in dispute, which is 
of paramount significance. .. Of great 
significance for establishing all-Euro- 
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pean co-operation in various fields 
would be discussions on developing com* 
prehensile co-operation among aU Euro¬ 
pean states; this, in turn, would promote 
the normalisation of. relations among 
European states and would lay a basis 
for considering specific matters of trade, 
economic, scientific and technologi¬ 
cal co-operation among all European 
states. .. 

I have cited these three documents 
because they indicate the basic premises 
on which a Moscow-Bonn treaty had to 
be based: the desire of West Germany 
to normalise her relations with eastern 
Europe, and the giving up of her attempt 
to reunify Germany without the agree* 
ment of the Soviet Union; the demand 
of Poland — to be respected by the 
Soviet Union before she agrees to nor¬ 
malisation of her relations with West 
Germany — that the German Federal 
Republic recognise Poland’s western 
frontier on the Odra and Nysa as final 
and inviolable; and the Soviet Union’s 
insistence on (i) the renunciation of 
the use of force by all concerned in¬ 
cluding West Germany in relations 
among states, particularly in getting 
frontiers changed and (ii) the develop¬ 
ment of economic, scientific and techno¬ 
logical co-operation with developed 
states to improve her own economy. 

Significance of the Treaty 

What do West Germany and the 
Soviet Union hope to get by signing — 
later ratifying — the treaty? 

It would appear that West Germany 
has made the major concessions in 
accepting Articles 2 and 3 of the treaty 
and the actual situation existing in the 
region; it means that she will not attempt 
to seek modification of the boundaries 
with East Germany or with Poland 
except by mutual agreement. But 
Germany also g«ins: ever since Dr 
Adenaur travelled to Moscow to sign 
an agreement with the USSR on Sep¬ 
tember 13, 1955, to re-establish diploma¬ 
tic relations between the two countries, 
it had been Germany’s aim to establish 
normnl relations with her giant eastern 
neighbour. A nuclear power of the 
stature of the Soviet Union could not 
be a permanent enemy. Besides, it 
was to gerroany’s interest to prevent 
the Soviet Union’s possible interference 
in the affairs of West Germany, which 
the Soviet Union, as a victorious power 
in the Second World War, could conti¬ 
nue to claim; fhe western victorious 
powers had tacitly renounced any such 
claim when they admitted West Ger- • 
many to the NATO in 1954. 

West Germany can also have satis¬ 
faction, negatively, from the fact that 
the treaty does not insist on de Jure 
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recognition of East Germany by West 
Germany. 

It may also be addpd that Germany 
still hopes two of her objectives can be 
secured. The first is the unification of 
two Germanys. A letter from the West 
German Foreign Minister to the Soviet 
Foreign Minister, appended to Ihc 
treaty, makes the position clear: “This 
treaty does not conflict with the politi¬ 
cal objective of the Federal Republic 
of Germany to work for a state of peace 
in Europe in which the German nation 
will recover its unity in free self-deter¬ 
mination.” 

Second, closer integration of West 
Berlin with West Germany. Article 5 
states that “the present treaty is subject 
to ratification and shall enter into force 
on the date of exchange of the instru¬ 
ments of ratification." West Germany 
is bound to use her right to ratification 
and enforcement of the treaty to get 
the concession from the Soviet Union 
regarding West Berlin: that West Ber¬ 
liners can visit friends in East Berlin, 
that access by land to Berlin should be 
unfettered and that West Berlin’s politi¬ 
cal link with West Germany must be 
respected. 

Russian Gains 

Russian gains from the treaty are 
clearer. First at a time when Russia 
has territorial and other disputes with 
Peking, it is a gam to have normalised 
the western frontiers. The acceptance 
of the actual situation, as indicated in 
the treaty, is a vital gain; it means a 
commitment by Bonn not to attempt 
revision of the territories agreed on at 
Potsdam in 1945 by force. The princi¬ 
ple of the renunciation of the use of 
threat of force, it will be recalled, was 
emphasised in the statement of the Fo¬ 
reign Ministry of the Soviet Union 
cited earlier. It is true that the revision 
can be made by agreement but that de¬ 
pends as much on Moscow, as on Bonn. 

The second major gain is contained in 
the preamble in which the treaty is des¬ 
cribed as a means to favour expansion 
of economic and other relations between 
the two countries. Earlier in this article 
we have referred to the statement of the 
Foreign Ministry of the Soviet Union 
which underlined the need for promo¬ 
ting trade, economic, scientific and 
technological eo-operation.” The So¬ 
viet Union is anxious to increase the 
living standards of her masses, and 
technological collaboration with West 
Germany will help her to achieve the 
desired end. 

The Moscow-Bonn Treaty is a major 
step in the assurance of European secu¬ 
rity. Other problems are there too; the 
holding of a European security confe- 
ferencc, for which the initiative was 
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taken bv Finland in May 1969, is under 
discussion. The success of the current 
Strategic Arms Limitation Talks (SALT) 
is important. More binding arrange¬ 
ment? concerning access to Berlin, the 
creation of a joint NATO-Warsaw 
Pact Commission, a defensive and neut¬ 
ral alliance of Finland, Sweden, Norway 
and Denmark, and the creation of an 
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internal Mediterranean system to safe* 
guard the security of the Mediterranean 
region are all under consideration. I 
have no doubt, however, that theconclu- 
sion cf the Bonn Moscow Treaty will 
facilitate the conclusion of agreements 
on these and illied problems and pave 
the way for a durable European secu¬ 
rity. 


Land for the Landless ? 


R. V MURTHY 


A shrewd observer of current affairs 
has said: “The principal disease of 
democracy in India is infantalism". 
Talk of providing everyone with a job 
(even if it be in urban areas only) 
or of giving land to everyone (even if it 
be in rural areas only) is infantalism in 
excelsis. indeed. Not that these are 
desiderata to be derided; only they are 
not practicable, however ideal they may 
sound politically or ideologically. The 
hard realities of the situation must 
convince any sane person that, in spite 
of all our five-year plans, so far, the 
country's industrial base has not ex¬ 
panded so much as to ensure a job to 
every able-bodied adult who wants 
a job, while all the available culturablc 
land (and this seems to be anybody’s 
guess from the incomplete and con¬ 
flicting figures tossed about) will simply 
not permit of even two acres, per head 
for the landless. What could be tried, 
as Mr H.G. Vartak, Revenue Minister 
of Maharashtra, told the Legislative 
Assembly in Maharashtra, the other day, 
is earnestly to implement the land re¬ 
form measures already adopted, exactly 
to ascertain the suiplus land available 
and equitably to distribute such land 
among the landless. But each one of 
these processes bristles with several diffi¬ 
culties. 

Principles Subordinated 

In the first place party and personal 
considerations are not always subordi¬ 
nated to the principle. 

Secondly, no one seems to know pre¬ 
cisely the extent of culturable land that 
is really available. Even the fourth five- 
year Plan document is quite vague on 
this point. Referring to the programme 
of distribution of surplus land in recent 
years in a number of states, it says: 
“But there is still a large gap in most of 
the states between the area which has 
been taken possession of, and the area 
distributed, only 464,176 hectares are 
reported to have been finally distribu¬ 
ted". How can anyone make out from 
the total available cutturable area or, for 
that matter, even tHb total area actual 
possession of which has been taken? 

The fourth five-year Plan also makes 
mention of two surveys which have 


been conducted for locating culturable 
waste lands. “So far", we arc told, 
“1.2 million acres (note that the Plan 
document uses hectares in some places 
and acres in others, thereby further con¬ 
fusing the picture) have been located in 
blocks of more than 250 acres and 4.6 
million acres in smaller blocks. In addi¬ 
tion to this, considerable areas would be 
available under the command of major 
irrigation projects. Some lands would 
also be available for distribution as a 
result of bhoodan and gramdan. There 
appears to be great need for the state 
governments to work out viable schemes 
for settlement of lands which are avail¬ 
able for distribution to landless agricul¬ 
tural labourers.” 

Need for Viable Schemes 

After reading this, all that one can 
make out is that there is need for state 
governments to work out viable schemes 
(whatever that may mean) for settlement 
of lands and that some lands are avail¬ 
able for distribution among the land¬ 
less. But that does not make one any 
the wiser as to the exact area that is 
available for distribution, or about the 
total number of the landless to whom 
the surplus lands are to be made avail¬ 
able ana how. It is not clear, therefore, 
how Mrs Indira Gandhi could make the 
announcement on AIR, Calcutta, the 
other day, that the imposition of a 
ceiling on family holdings in West 
Bengal would go a long way in achiev¬ 
ing an equitable distribution of land to 
the landless and under-privileged, ex¬ 
cept it be by way of a sop to her leftist 
supporters. Evidently she does not 
seem to be aware of the findings of a re¬ 
cent National Sample Survey which 
shows that, in West Bengal, nearly one- 
half of the households own less than 2.5 
acres each. According to this survev, 
there are 49 million operational holdings 
in the country, out of which more than 
40 per cent arc less than 2.5 acres each; 
one-third of the 49 million belong to the 
2.5 —7.5 acre group; only the remain¬ 
der, about a fourth, are holdings of 
over 7.5 acres- Further, as analysed 
by Prof. C.S. Mahadevan, the farm 
households with holdings of less than 
2.5 acres form 34.5 per cent of the total 
number of households, while their share 
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in the cultivated area is only 6.8 per 
cent. 

Then there is the question of the me¬ 
chanics of distribution. From the 
thought-provoking article on the sub¬ 
ject of Mr Jayaprakash Narayan in 
The Hindustan Times of August 10, 
1970, both the utter absence of any 
careful thought to it and the extremely 
complicated nature of the task should be 
obvious. Of course, it is too much to 
except either the political parties in¬ 
volved or the state governments con¬ 
cerned to follow his four-point sensible 
advice. 

Maharashtra’s Example 

Wc may take the example of Maha¬ 
rashtra for a more accurate case study 
of the problem, if only because the 
Maharashtra government has given 
the latest position in the state in this be¬ 
half. According to Mr H.G. Vartak, 
Revenue Minister of the state, between 
May 1, 1960, and September 30, 1%9, 
nearly 1,98,166 hectares of forest land 
were given away to 98,347 landless' 
people and to 5,598 co-opcrativc farm¬ 
ing societies. About 72 per cent, of the 
beneficiaries were backward classes. 
In adition to this, adivasis and other 
backward classes received 10,286 hec¬ 
tares out of some 16,032 hectares of 
forest land in Thana district. Over and 
above this, it would appear, 57,454 hec¬ 
tares of government waste-land is 
available, but it is not clear how much 
of this would eventually become avail¬ 
able for distribution to the landless. 
For, 23,478 hectares out of this have al¬ 
ready been earmarked for different de¬ 
velopment projects to be undertaken 
and district committees have been ap¬ 
pointed to ascertain this. Under the 
Land Ceilings Act, again, the Maha¬ 
rashtra government declared L05,311 
hectares of land as surplus. Of this, 
33,900 hectares (these belonged to 
joint-stock sugar companies) were given 
the Maharashtra State Farming Cor¬ 
poration and 17,410 hectares were distri¬ 
buted to others. Another 12,410 hec¬ 
tares are said to be in the process of 
distribution. The remaining area, we arc 
cold, cannot be distributed, as the 
matter is sub-judice. 

Perhaps the only government agency 
that has given an official estimate of the 
landless people, regardless Of whether 
it is accurate or not, the Maharashtra 
government puts the figure of the land¬ 
less in the state at 45 lakhs. And Mr 
Vartak was honest enough to admit 
that it is not possible to provide each 
one of them with even the minimum 
economic holding. This is a gross under¬ 
statement in all conscience. For, on the 
basis of tKe disclosed figures of govern¬ 
ment waste-land, forest land and land 
declared as surplus under the Land 
Ceilings Act, Che total land available 
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for distribution falls short of even 
five lakh hectare* and, if distributed 
among even the 45 lakh landless as com¬ 
puted by the Maharashtra government, 
each landless person will stand to get 
but one-ninth of one hectare, not to 
speak of any minimum economic hold¬ 
ing! 

Thus, it is clear that however well- 
organised and well-intentioned as, fo* 
instance, the one suggested by Mr Jaya¬ 
prakash Narayan, no land distribution 
scheme will result in everyone of the 
landless getting some land, not to speak 
of an economic holding. On the basis 
of a ceiling of 20 acres per individual. 
Prof. Mahadcvan has calculated that 
the surplus available would be about 63 
million acres for the whole of India, 
giving the landless a ridiculously un¬ 
economic holding of two acres each. 
This means that even the best and the 
most well-conceived scheme will not 
yield the desired results, but leave a 
fairly large number of the landless whose 
appetites have been whetted disappoin¬ 
ted and bitter. And what these frustrated 
men will do is anybody’s guess, but 
everybody realises it is not going to be 
pleasant nor non-violent. 

But that is not all. If the distribution 
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is carried to its logical absurdity, there 
arc bound to be some grave conse¬ 
quences which everyone ought to be 
apprised of. First, the area under forest 
land will become seriously eroded by 
the steady encroachment that is going 
on knowingly or unknowingly, and 
this will lead to an ecological imbalance. 
Secondly, it is a moot point if scientific 
agriculture, intensive agricultural de¬ 
velopment and all that we now associate 
with the green revolution can conti¬ 
nue on even the small scale wc are 
having at present. More holdings are 
sure to become uneconomic. Thirdly, 
there is every danger of some of the 
landless who have today other lucra¬ 
tive occupations, such as black-smiths, 
carpenters and shepherds, unduly di¬ 
verting their attention from their own 
calling, with the result that not only 
agriculture but other professions 
also might be seriously disturbed. And, 
finally, the peasant will be reduced to 
such a state of dependence on govern¬ 
ment subsidies or other assistance to 
keep him going that he will cease to be 
the free man he still is today. The day 
may not be far off when, as Mr A.K. 
Sen has predicted, the peasant in India 
like his Chinese counterpart, will slip 
into setfdom under government-owned 
collectives. 


Doctoring the NLC Report 

A CORRESPONDENT 


It is now fairly clear, after the meeting 
of the Standing Labour Committee last 
month, how the principal recommenda¬ 
tions of the National Labour Commis¬ 
sion will take practical shape and with 
what modifications. It will be recalled 
that at the last Indian Labour Con¬ 
ference there was much opposition 
from the states to the proposal of the 
NLC. that independent industrial rela¬ 
tions commissions should be set up to 
do the work of conciliation, adjudi¬ 
cation of disputes and certification of 
the representative union, in place of the 
existing machinery. 


The point of view of the states, sup¬ 
ported by the union Ministry of Labour 
at the SLC was tnat the government is 
responsible to Parliament/legislatures 
and cannot sit with folded hands and 
see industrial peace disrupted, that ft 
should not be required to apply, as 
petitioners to the IRC, to prohibit the 
commencement or continuance of a 
strike/lock out and adjudicate on a dis¬ 
pute. They further felt that, since in¬ 
dustrial disputes were not disputes bet¬ 
ween individuals only, the interests of 
society and often law and order 
were involved, and only the concerned 


government could intervene in such 
situations effectively. 

The union Labour Minister, while 
inaugurating the SLC meeting, said 
that there was no need for costly ma¬ 
chinery like the industrial relations 
commissions. At the SLC meeting re¬ 
presentatives of both employers and 
unions demanded IRC\s. The Presi¬ 
dent of the Employers’ Federation of 
India stressed that the industrial rela¬ 
tions machinery should be altogether 
freed from political pressure and in¬ 
fluence, and he criticised the union go¬ 
vernment for yielding to the opinions 
of the state Labour ministers in this 
matter. After a long discussion through¬ 
out the first day and protracted behind- 
the-scenes parleys on the next day bet¬ 
ween government officials, employers 
and union representatives, a compromise 
formula was adopted by the SLC. 

It was agreed that industrial relatioas 
commissions should be appointed at the 
centre and state level which should have 
the functions of certification of re¬ 
presentative unions, adjudication of 
industrial disputes and such other func¬ 
tions as may be assigned. To meet the 
states’ point of view the conciliation 
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machinery would remain as at present 
and the appropriate government would 
continue to have the same powers is 
respect of conciliation as at present. 
The chairman «f the IRC would be a 
judicial officer who would be appointed 
by the appropriate government in con¬ 
sultation with the Chief Justice of India 
or the Ch*ef Justice of the High Court 
and the UPSC or the state service com¬ 
mission, ns the case may be. There 
would be two non-judicial members 
who would not be officials of govern¬ 
ment, but who would be well-versed in 
problems relating to industry, labour 
and management. They would be 
appointed in the same manner as 
the chairman. After appointment, 
the non-judicial members would sever 
all connections with th^ir interests, and 
function as independent members. 
The unanimous and majority decisions 
of the IRC would be binding on the 
parties. Where, however, no two mem¬ 
bers agree, the decision of the chairman 
will prevail. 

In essential industries, following fhc 
failure of negotiations and conciliation, 
it would be open to either party to refer 
all matters in dispute to adjudication- 
in non-essential industries, the parries 
should have the right of choice, in res¬ 
pect of their demands, between strike/ 
lock-out and a Vindication But if would 
always be open to the appropriate go¬ 
vernment to intervene at any stage in 
the matter and refer the dispute for 
adjudication and prohibit the commence¬ 
ment or continuation of strikes or lock¬ 
outs. 

One Representative Union 

It was agreed that there, should be 
only one representative union certified 
by the IRC for an industry in a local 
area or for an industrial plant unit as 
might be decided by the IRC. Unre¬ 
cognised unions would have the right 
io represent before the judicial autho¬ 
rities in respect of cases of individual 
workmen regarding dismissal or dis¬ 
charge. The general opinion was in 
favour of determination of the represen¬ 
tative union by verification of member¬ 
ship and not by secret ballot. The re- 
presentatne of the Hind Mazdoor 
Sabha, which has been among the union 
organisations favouring the secret 
ballot, agreed to the method of verifica¬ 
tion of membership, after the INTUC 
proposed a compromise that the deter¬ 
mination of the representative union 
should be b\ the judicial member of the 
commission, i.c. the chairman. 

In respect of other matters before the 
SIX which were not controversial a 
broad concensus was reached. Com¬ 
plaints of unfair labour practices would 
be referred to the IRCs. There was also 
agreement regarding wage boards. 


pcnsion-cum-life insurance scheme for 
workers, etc. 

From the foregoing, it is seen that the 
representatives of employers and la¬ 
bour were able to work out a formula 
to meet the viewpoint of the government 
and the compromise formula was 
acceptable to the centre and state go¬ 
vernments. The unanimous recommen¬ 
dation of the NLC in regard to the 
IRCs has thus been modified in mate¬ 
rial particulars. It would have been 
better if conciliation work had also been 
given to the IRCs. That is the system 
in the Commonwealth of Australia 
whore the Commonwealth Commission 
of Conciliation and Arbitration is inves¬ 
ted with powers of conciliation, adjudi¬ 
cation and certification of the leprcscn- 
tativc union. 

Unconvincing Argument 

The argument that since industrial 
relations on occasions involve law and 
order and therefore conciliation should 
remam with the existing government 
machinery is not convincing. The IRCs 
could have been trusted to function in 
a manner that would further industiial 
peace; and in a situation in which there 
is resort to violence the parties can 
ask for police assistance to prevent or 
deal with cases of violence and intimi¬ 
dation. The opposition to the unani¬ 
mous proposal of the NLC, in the name 
of Jaw and order, sounds ill when it is 
common knowledge that in a number of 
states, the government has failed to 
use the police effectively to put down 
acts of violence and harassment of 
managerial staff in the course of indust¬ 
rial disputes 

The NLC had said that the concilia¬ 
tion machinery should be freed from 
other influences, that thy independent 
character of the commission would ins¬ 
pire greater confidence in the concilia¬ 
tion officers and would also, in due 
course, improve the attitude of the 
parties towards the working of the con¬ 
ciliation machinery. The parties would 
be more, willing to extend their co¬ 
operation to the conciliation machinery 
as proposed and working independently 
of the labour administration. 

These were weighty arguments. In 
the organised industries neither em¬ 
ployers nor unions now appreciate 
paternalism by government in industri al 
relations. Not infrequently, there has 
been in some of the states, at the con¬ 
ciliation stage, intervention by ministers, 
coloured by the affinity of the union en¬ 
gaged in the dispute. Pressure on em¬ 
ployers to concede omion demands or 
even to condone flagrant discipline has 
often meant purchasing peace at any 
price, which is not in the interests of the 
industry or the community. Besides, 
ministers have other important duties 
and cannot have the time nor can they be 


expected to study the issues between the 
contesting parties in industrial dis- 
putes. 

It would have been much bettei if the 
recommendation of the NLC had been 
accepted in toto. However, (he com¬ 
promise formula is better than the re¬ 
jection of the main recommendation 
of the NLC regarding IRCs. It may be 
(hat in course of time employers and 
union representatives will be able to 
pmss government to transfer the con¬ 
ciliation work also to the IRCs. 

The tripartite Standing Labour Com¬ 
mittee meeting can be said to be a 
success though the achievement should 
not be exaggerated either, as a unique 
example of successful working of the 
tripartite machinery, for the main 
differences in this case were not bet¬ 
ween employers and worker representa¬ 
tives, but between employers and unions 
on the one hand and the state govern¬ 
ments on the other. Secondly the two 
militant trade union federations had 
boycotted the meeting. 

The decisions taken at the tripartite 
meeting take the form of recommenda¬ 
tions, but the government i p expected 
to bting in legislation at an early date 
to give effect to the recommendations, 
and these recommendations could be 
said to be a step towards better em¬ 
ployer-employee relations in industries 
in the country. 
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FROM THE PRESS GALLERY 


NEW DELHI, Friday. 

The union government was very much 
on the defensive in Parliament this week 
on various issues. These included: 
(i) the land grab movement launched 
last month by the CPI, the SSP and the 
PSP; (ii) the rise in the prices of some 
commonly used drugs in the wake of 
the new pricing formula announced 
last month; (iii) the alleged disrespect 
shown by the Prime Minister to the Na¬ 
tional Flag on Independence Day; and 
<iv) the plea of the Tamil Nadu Chief 
Minister for a separate flag for his state. 

In one of the most exciting and lively 
debates of the season, not only did the \ 
rightist sections of the Lok Sabha 
assail the government for taking a lenient 
view of the land grab movement, but 
also many from the two factions of the 
Congress party squarely denounced it. 
The sponsors of the movement, on the 
other hand, tried to justify their action 
mainly on the ground that the attempts 
made by the government at land re¬ 
forms during the last 20 years had been 
only half-hearted. They even alleged 
that despite the growing discontent, 
nothing had been done to distribute 
surplus lands among the landless and 
that a good deal of this land had been 
taken possession of illegally by those 
who already had enough land. They 
read in this government’s connivance 
with the feudal classes. 

Election Strategy 

The critics of the movement expressed 
the view that it had been launched with 
an eye on the 1972 general election. 
Instead of resorting to peaceful and 
constitutional means, the sponsors of 
the movement, they stressed, were 
going ahead with “land grab” so that 
the lawlessness and anarchy resulting 
from it should brighten their prospects 
at the polls. The leader of the opposi¬ 
tion, Dr Ram Subhag Singh (Cong-O) 
even went to the extent of suggesting 
that the movement had been inspired by 
the Prime Minister herself. He poin¬ 
ted out in support of his contention that 
among the sponsors of the movement 
were the CPI and the PSP who were 
the allies of the Mrs Indira Gandhi’s 
patty. 

Those who sympathised with the 
movement pleaded not only for the 
•distribution of surplus government 
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lands among the landless expeditiously 
but also for the lowering of the present 
ceilings on private land holdings and 
withdrawal of the current exemption 
from ceilings granted to orchards, me¬ 
chanised farms, agricultural co-opcra 
tives, etc. Some of the critics of 
the movement were also not averse to 
the lowering of the ceilings on the pos¬ 
session of land, but they vehemently 
expressed themselves against the law¬ 
lessness and anarchy being created 
through this movement. 

Lacking Punch 

Contrary to the heated debate, the 
reply of the Minister for Food and 
Agriculture, MrFakhruddin Ali Ahmed 
totally lacked punch. He also did not 
display any sense of urgency to cont¬ 
rol the movement. Goaded to give the 
reaction of the government to the agita¬ 
tion, all that he said was: “We do not 
support it at all. if the movemcnl is 
intended to encourage production, we 
think what it would do is that it will 
retard production. It will not be in the 
interest of the country”. Mr Ahmed, 
however, announced that to expedite 
the implementation of land reform 
laws, he would be convening “very 
early” a conference of state chief minis- 
sters. He also revealed that it was pro¬ 
posed to set up an organisation in his 
ministry from where officers would go 
to states to ascertain what progress had 
been achieved in implementing the land 
laws and whether these laws needed to 
to be improved upon. The minister indi¬ 
cated the possibility of fixing a time 
limit for the implementation of land 
laws in consultation with chief minis¬ 
ters. Another important announce¬ 
ment made by Mr Ahmed was that 
in the Congress (R) administered states, 
legislation would be brought forth for 
fixing the ceilings on land holdings on 
the basis of a family instead of an indi¬ 
vidual as at present. He hoped that this 
principle would be adopted in the 
other states also as it would have 
the effect of reducing the land ceilings. , 

Although, as promised early last 
week, the government had assumed ex¬ 
tensive powers to bring down the prices 
of commonly used drugs and had also 
pegged through a notification the prices 
of these drugs at the May 15 level, the 
drugs prices issue continued to agitate 
the members in both the Houses. They 
were anxiqus to know what the eventual 
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solution to the problem was in the 
minister’s mind. The Minister for Pet¬ 
roleum and Chemicals, Dr Triguna Sen, 
had indeed a tough time in pacifying 
the agitated members. All his attempts 
at explaining in detail the causes which 
had led to the rise in prices, however, 
did not succeed in cooling down tem¬ 
pers. His threat that the government 
would take over the management of 
those drug manufacturing companies 
which refused to co-operate in bringing 
down prices, also, could not pacify 
members. The minister repeatedly stres¬ 
sed that the prices of only 16 per cent 
of drugs had gone up and not of 80 or 
90 per cent as had been alleged by the 
critics. 

In his analysis of the reasons for the 
rise in the prices of' some drugs, Dr 
Sen explained that certain Indian manu¬ 
facturers had approached him after the 
original Drugs Control Order had been 
issued on May 18, pleading that they 
would be put to a disadvantage in com¬ 
petition with foreign companies by this 
order. The government, therefore, had 
suggested an alternative pricing scheme 
and almost all large and medium manu¬ 
facturers had opted for it. Dr Sen 
stressed that the alternative pricing 
scheme had been suggested to help 
manufacturers, particularly 1 ndian 
manufacturers, to tide over their gen- 
euinc difficulties. He. however, had not 
anticipated that # thcy would push up 
prices and not play fair. Charges were 
again hurled by many an opposition 
member that huge sums of money had 
passed into the hands of the ruling parly 
for the largesse it had allowed the drug 
manufacturers. Dr Sen failed to ade¬ 
quately meet these charges. 

A Tough Time 

The government spokesmen had an 
equally tough time over the controversy 
about the unfurling of the National 
Flag at the Red Fort on August 15. The 
Prime Minister was scathingly criticised 
by many non-Communist opposition 
members for failing to unfurl the flag 
herself; they felt that she had insulted 
the nation and the National Flag. The 
explanation given by the Defence 
Minister, Mr Jagjivan Ram, in the Lok 
Sabha and by the Leader of the House, 
Mr K.K. Shah.in the Rajya Sabha appa¬ 
rently failed to satisfy the critics. They 
demanded an apology from Mrs Gandhi 
for “the great lapse”. The government’s 
version of the incident suggested that 
it was the outcome *of nervousness on 
the part of the officer incharge of the 
gun salute to the flag. Mr Jagjivan Ram 
and Mr K.K. Shah explained that the 
Prime Minister had reached the rostrum 
on the ramparts of the Red Fort half a 
minute before the scheduled time, but 
the gun salute was fired a little before 
the specified time. This led to a chain 
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ol' events, including the striking of the 
National Anthem. “Noticing this, an¬ 
other officer rushed forward to unfurl 
the flag, but it was Mrs Gandhi who 
helped in tying the cords. 

Many an opposition member also 
took strong exception to the plea of the 
Chief Minister of Tamil Nadu for hav¬ 
ing a separate standard for his slate to be 
flown primarily on the curs and the resi¬ 
dences of the chief minister and the 
other ministers of the state. The Prime 
Minister’s explanation that the matter 
was still under consideration and noth¬ 
ing had been changed as yet failed to 
quieten the indignant protest. The 
opposition members wanted an explana¬ 
tion from Mrs Gandhi why the proposal 
had not been rejected outright. They 
argued that acceding to the request of 
the Tamil Nadu Chief Minister would 
encourage fissiparous tendencies. Some 
opposition members expressed fears that 
the Prime Minister had not revealed 
the whole truth. They demanded that 
the correspondence between Mrs 
Gandhi and the Tamil Nadu Chief 
Minister on the subject should be 
laced before Parliament. This plea, 
owever, was rejected on the ground that 
there was no precedent for placing 
before Parliament the exchange of letters 
between the Prime Minister and state 
chief ministers. 

Cheerful Outlook 

In a discussion in the Lok Sabha on 
the drought situation, Mr Fakhruddin 
Alt Ahmed allayed the fears of members 
about any likely adverse effect of 
drought in some parts of the country 
on agricultural production. He even 
went to the extent of saying that the re¬ 
cent rains, which had been widespread, 
had made the outlook for this year’s 
crop more promising than last year. 
The current monsoons, according to 
Mr Ahmed, were perhaps the best in 
four years. 

The sharp criticism in the two Houses 
of the cartographic aggression by the 
Soviet Union against our country in 
the form of showing the Aksaiehin and 
NEFA areas in the Great Soviet En- 
cylopacdia as belonging to the Peoples’ 
Republic of China has had a salutary 
effect. The entry and public display 
of this Encyclopaedia has been banned 
by the government along with any other 
publication containing wrong maps of 
Indian territory. 

Two important bills were adopted by 
the Rajya Sabha this week. They were: 
(i) the Contract Labour (Regulation and 
Abolition) Bill, which sought to abo¬ 
lish contract labour in certain cases and 
to provide safeguard for workers in 
cases where the contract labour sys¬ 


tem could not be abolished; and (ii) the 
Food Adulteration (Amendment) Bill, 
which aimed at extending the parent 
Act to the state of Jammu and Kashmir. 


Question Hour 

Collaboration Agreements: The De¬ 
puty Minister for Industrial Develop¬ 
ment and Internal Trade, Mr M.R. 
Krishna, informed the Lok Sabha on 
August 18 that it was the policy of the 
government to ensure that collaboration 
agreements did not contain any secrecy 
clause or restrict export of manufac¬ 
tured goods, in respect of collaboration 
agreements wich had been approved be¬ 
fore the reorientation of above policy, 
Mr Krishna added, it would not be 
practicable to insist on the removal of 
such restrictive clauses. Most of these 
agreements, he pointed out, however, 
would be expiring in their normal course 
within the next few years. If renewals 
of such agreements were considered 
unavoidable, the government, Mr 
Krishna assured the House, would 
follow the policy currently in force. 

Foreign Aid: The Minister for Fi¬ 
nance, Mr Y.B. Chavan, told the Rajya 
Sabha on August 19 that we are likely 
to get from the Aid-India Consortium 
this year the same quantum of economic 
assistance as last year. The World Bank 
had recommended an assistance of 
$1,100 million. The government of 
India had not put forth any specific 
demand. It had agreed with the assess¬ 
ment of the World Bank. Mr Chavan, 
however, could not indicate the quan¬ 
tum of aid which would be available 
from the individual members of the 
Consortium. This, he stated, depended 


It is now a matter of common agreement 
among economists that deflation is inevitable 
unless it is prevented by positive policy; that it 
can and ought to be prevented: and that it is 
easier and better to prevent it before than after 
the onset of the depression. It is also now a 
matter of common knowledge that deflation, 
unlike inflation, is an unmitigated evil for all 
sections of the community and also for outside 
economies. Inflation has at least this virtue 
that up to a limit it does bring about, of course, 
crudely, a state of full employment of resources; 
and its disastrous consequences commence only 
after that limit is reached. In India, not only 


on the sanction of their parliaments. 
He assured the House that no impor¬ 
tant Plan project would be affected by 
lack of resources. 

LIC Investments: Mr Chavan also 
told the Rajya Sabha on August 19 that 
the government was working out cer¬ 
tain guidelines for the investments of 
the Life Insurance Corporation. It was 
proposed to ensure adequate LIC funds 
for the development of agriculture,, 
small industries and some other schemes, 
aimed at social progress. Mr Chavan 
agreed that LIC should invest in housing 
and water supply schemes, 

Rustom Crude: The production of 
Rustom Crude in Iran would be stepped 
up from 90,000 barrels to 150,000 
barrels, a day by September next year. 
This was stated by the Minister of State 
for Petroleum and Chemicals, Mr 
D.R. Chavan, in the Rajya Sabha on 
August 19. The Oil and Natural Gas 
Commission is a partner in the con¬ 
cessions where Rustom crude is pro¬ 
duced. Of the total output, our share 
is one-sixth. Half of the production 
goes to the National Iranian Oil Co., 
and the remaining two-sixths is shared 
by EN1 and Philips Petroleum who are 
partners in this Iranian project. 

Ordnance Factories: The Minister 
for Defence Production, Mr P.C. Sethi, 
told the Lok Sabha on August 18 that a 
high-level ordnance production board 
with adequate administrative ana finan¬ 
cial powers was proposed to be set 
up for the management of ordnance 
units. He hoped that the proposed board 
would evolve a more efficient form of 
management than at present, enabling 
speedier decisions and faster imple¬ 
mentation. 


was that limit passed, but we suflered in addi¬ 
tion from a totally disproportionate diversion 
of resources to war ends. We consequently 
suflered from all the evils of inafltk>n; and now 
this bloated economy is to be deflated in the 
same thoughtless and unplanned manner as 
it was inflated. There is yet no sign of the 
Government implementing the industrial policy* 
which it announced with a flourish in May last. 
It seems to be insufficiently realised in Govern¬ 
ment circles that any delay in the execution of 
that policy not only brings deflation nearer 
but makes it more difficult for Government to 
tackle it, when it comes on. 
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a business-magnet 
for foreign collaborators 



-that’s Citibank 


It takes current to make a magnet spring 
to life. It takes international connections to 
make a bank a business-magnet. Citibank 
has what it takes. Naturally. We’re the leader 
in worldwide banking. That’s why we not 
only draw foreign collaborators to Indian 
investors—we have their trust. And they 
attract our full banking support—in terms of 
both finance and economic information. 

Any wonder foreign collaborators and 
Citibank are poles together? 



'Bank on us 
for all your needs’ 

FIRST NATIONAL CITY BANK 
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WffiCW ON THE WORLD 

The 'U K’s Trading Position 


JOSSLEYN HENNESSEY 


f 

A NEW VIEW 

LONDON: 

My attention was caught by a thought- 
provoking contribtion to the Quarterly 
Review of the National Westminster 
Bank (41 Lothbury, London E.C. 2) 
by Mr David F. Lomax, who, after 
studying economics at the universities 
of Cambridge, England, and Stanford, 
USA, worked successively in the Federal 
Reserve Bank of New York, the British 
Foreign Office, the Department of 
Economic Affairs, and finally in the 
National Westminster Bank, where he 
is now a senioi economist. Mr Lomax 
challenges the established view, which 
has governed Britain's commercial and 
trade policy in recent years that because 
of its geographical situation the UK 
is in some way uniquely dependent on 
international trade 

Linked to this are ideas that the UK 
has exceptionaly large earnings of 
foreign exchange per capita or as a 
proportion of gross national product. 

Vulnerable Economy 

This uniqueness is accepted virtually 
everywhere. In illustration, Mr Lomax 
cites an article in The Times on Septem¬ 
ber 2, 1969, in which Mr Cecil Kirg 
wrote “The British economy is so de¬ 
pendent on foreign trade that it is more 
vulnerable than any other, except per¬ 
haps the Japanese’'. On the question of 
Foreign earnings Mr Hugh Stephenson 
wrote in The Times on June 9: “For the 
truth,, is that Britain already earns 
more in foreign exchange per capita 
than any other industrial country", 
and the Chairman of the Committee 
of Invisible Exports, in the annual 
report of the committee for 1968-69, 
said: “In 1968 (British) foreign income 
reached a total of nearly £10,000 
million and this probably represents a 
higher rate of foreign earning power per 
head of population than anywhere else 
m the world" 

Of course, the view that Britain is 
especially dependent on international 
trade need not necessarily be linked with 
amy particular approach to policy, but 
in practice it is related to the two argu¬ 
ments that the UK has to be particularly 
careful of what she docs and that any 
reciprocal steps towards tariff-cutting 
benefit the UK disproportionately 


can also play a r>art in arguments about 
other aspects of trade policy 

Mr Lomax docs not argue that the 
UK has no trading interests, or fewer 
than other countries, or that she can 
afford to decide her trading policy in 
disregard of the views of other countries, 
or that she does not benefit from the 
multilateral freeing of trade. He is, 
however, concerned to investigate whe¬ 
ther there is any empirical justification 
for the conclusion that the UK is uni¬ 
que as a trading nation. The conclusion 
is that by and large the UK is u typical 
trading country of her size. Mr Lomax 
concerns himself with commodity trade, 
and thus excludes invisible exports, a 
field in which he considers that the 
position is typical 

Britain’s Trading Situation 

Dependence on international trade 
has not been subjected to much acade¬ 
mic examination* whatever its currency 
among officials or the general public. 
However, since it refers specifically to 
the economy of a country, if must 
refer in some way to the quantitative 
facts about that country's trade. 
The table (p 367) presents what 
seem the most relevant figures to 
test this hypothesis for seventeen 
of the most developed countries: 
AustraJia, Austria, Belgium/Luxem¬ 
bourg, Canada, Denmark, France, West 
Germany, Ireland, Italy, Japan, Nether¬ 
lands, New Zealand, Norway, Sweden, 
Switzerland, the United States and the 
United Kingdom, for the latest year for 
which data is readily available, 1968, 

In terms of gross national product 
per head (col. 3) the UK came twelfth; 
and even if adjustments had been, made 
to allow, say, for the effects of different 
price structures, it would have been on 
a par with the other European countries. 
In terms of the sum of expoits and im¬ 
ports (col. 4) the UK was third behind 
the United States and West Germany, 
with about half the trade of the United 
States and three-quarters that of West 
Germany. The UK had about a third 
as much trade again as the next count¬ 
ries, France, Japan and Canada, al¬ 
though Jstpan will by now be much 
nearer to the UK if not ahead. Thus on 
these figures the UK is not exceptional 
in terms of income per head, and while 
a substantial trading nation is hardly 
in a class by herself. 

Turning now' to the various ratios, 
the UK comes low in most lists. The 


UK is by no means exceptional in terms 
of its total export earnings per head 
(col. 13) in which it comes eleventh. 
The total forieign exchange earnings 
per head of the UK (about £200 or 
$480 according to the Chairman of 
the Committee on Invisible Exports) was 
beaten by the export earnings alone of 
Belgium /Luxembourg, Canada, Den¬ 
mark, the Netherlands, Norway, Sweden 
and Switzerland. In terms of the ratio 
of exports plus imports (o gross na¬ 
tional product (col. 5) the UK is twelfth; 
of exports plus imports per.head (col. 
6) twelfth; of both food imports to 
ONP arid per head (cols. 7 and 8) fourth; 
of raw material imports per head 
(col. 10) seventh; of manufactured ex¬ 
ports to gross national product (col. 
II) eighth; and of manufactured ex¬ 
ports pei head (coi. 12) ninth, The UK 
is thus in the bottom half according 
to four of these ratios, and near the top 
(fourth) only on the two ratios involving 
food imports. Trading ratios tend, 
however, to vary with the size of the 
country, and to obtain a clearer picture 
we need to allow for this factor. 

The graphs (Pp 368, 369) show four 
of these ratios plotted against a 
measure of each country’s gross 
national product. 

Looking at these in turn we see that 
on the graph relating the sum of ex¬ 
ports and imports to GNP, the United 
Kingdom lies well within the main 
grouping of countries stretching from 
top-left to bottom-right (Graph I). 
The graphs have been drawn on a log 
scale for ease of presentation. Graph 
11 1 elating to food imports shows more 
of a scatter, with the UK’s position fair¬ 
ly extreme at the top right. In Graph III, 
which relates to raw material imports, 
the UK is within the main cluster of 
countries, although towards the edge in 
a group which includes Italy, Japan 
and West Germany. Finally the UK is 
well within the main cluster of countries 
in Graph IV, which covers manufac¬ 
tured exports. Thus these graphs rein¬ 
force the earlier judgement that, in 
terms of total trade, raw material im¬ 
ports, and manufactured exports the 
UK is not exceptional — her position 
is typical of a country of her size. The 
UK’s position regarding food imports 
is, however, somewhat exceptional, as 
we shall see later. 

Mr Lomax emphasises that the ratios 
examined were not selected after screen¬ 
ing. He thinks it unlikely, however, 
that other tests would give a different 
result, because on a priori grounds he 
would not expect the UK to be an ex¬ 
ceptional country in the matter of trade. 

The view that the United Kingdom 
has a unique situation seems to 
stem largely from two sources: her 
nineteenth-century history when she 
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was the predominant trading country, 
and her position as a country without 
significant natural resources. Many 
things hav<*changed since the nineteenth 
century, including British dominance in 
world trade, and this factor can now be 
disregarded. It is true, however, that the 
UK is ?i country without significant re¬ 
sources, but it is often forgotten that 
almost every other industrialised country 
is in a similar situation. There are, of 
course, exceptions such as the United 
States, Canada and Australia; but 
Japan, and most countries of western 
Europe are as lacking in natural re¬ 
sources as the UK. Others, such as 
Sweden or France, may be better en¬ 
dowed but their resources go only a 
little way towards their needs. Thus the 
industrialised countries generally have a 
common interest in interncrnational 
trade and in obtaining raw materials 
from elsewhere and there is no reason 
to regard UK dependence as exceptional. 
Nor arc the UK and other similarly 
placed industrialised countries in a weak 
position: the countries with better en¬ 
dowments in natural resources have an 
equal need to sell their pioduets on the 
world market. 

II 

FOOD IMPORTS 

Mr Lomax turns next to examine the 
question of the UK’s exceptional level 
of food imports in terms of their ratio 
both to GNP and to population. The 
point at issue is whether these reflect 
some unalterable feature of the UK’s 


EASTERN ECONOMIST 

situation or arc the artificial result of 
deliberate policy. Mr Lomax argues 
that they arc artificial. He indicates the 
ways in which the UK has taken mea¬ 
sures to increase the value and voir me 
cf her food imports, and points out 
the extra capacity that there would be 
in British agicutiure if UK policies were 
more like those of other countries. 

That the UK adopts policies to en¬ 
courage and/or maintain a high volume 
of imports, with corresponding policies 
towards domestic food production, is a 
fact. For example, under the Common¬ 
wealth Sugnt Agreement the UK agrees 
to buy each year a specified quantity 
of sugar (1.7 million tons) at a negotia¬ 
ted price; and domestic production has 
to be regulated accordingly. 

Other Agreements 

Other agreements allocate the UK 
market for dairy products, cheese and 
butter, among the UK and her supp¬ 
liers, and I he UK has given assurances 
not to encourage the expansion of milk 
production for manufacturing purposes. 
Since 1964 supplies of bacon on the 
UK market have been covered by the 
Market Sharing Understanding. Most 
imports of cereals arc subject to mini¬ 
mum import prices, linked with assu¬ 
rances to the UK's overseas suppliers 
about their access to her market. The 
UK's domestic production policy is in 
many cases geared, by such means as 
standard quantities or variable support 
price arrangements (e.g. cereals and 
milk), to supply, without causing mar¬ 
ket disruption, the quantity which fits 
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in with the cstimtes of the total market 
and the on erseas supplies. It is signi¬ 
ficant that, apart from guaranteeing a 
a certain volume of imports, these poli¬ 
cies have in many cases had the aim of 
increasing the import price or at least 
ensuring that it docs not fall below' 
a certain level. Although other countries 
may join particular commodity agree¬ 
ments, no other country pursues policies 
such as these over the whole range of 
agricultuic; and it is, therefore, not sur¬ 
prising that the total value of the UK’s 
food imports is unusually high. 

Reasons Behind Present Policy 

There have been three main reasons 
for the encouragement of food imports 
and discouragement of domestic pro¬ 
duction. The first is that under the defi¬ 
ciency payments system of agricultural 
support any policy to improve the 
balance of trade in agricultural pro¬ 
ducts tends to increased public expendi- 
true, and vice-versa. This is because the 
deficiency payment on any product is 
related essentially to the volume of do¬ 
mestic production of a particular 
commodity times the difference between 
its market price and the guaranteed price. 
Reduced foreign exchange payments 
for food imports would require either 
a lower volume of imports (greater 
domestic production) or a lower im¬ 
port (market) price, which would mean 
a bigger gup between the market and 
guaranteed prices, both of which out¬ 
comes would lead to greater exchequer 
expenditure. Thus exchequer pressures 
have been behind policies intended to 
restrain domestic output and increase 
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or place a floor under the import price. 
How would UK agricultural policies 
have developed had this conflict between 
exchequer and balance-of-payments 
considerations not existed? 

The second reason for policies to 
restrict domestic agricultural output 
has been the belief that it was a better 
use of resources to produce industrial 
rather than agricultural goods, given the 
price at which the UK. could import 
food. This was associated with the view 
that in order to compete with imported 
goods a greater degree of protection was 
necessary for agriculture than for in¬ 
dustry. 

The third, linked, reason was that it 
was necessary to make room in the UK 
market for foreign agricultural supplies 
in order to obtain tariff concessions for 
British industrial exports, notably in the 
Commonwealth, Denmark and Ireland. 
There is, of course, circularity in argu¬ 
ing at the same time both that because 
the UK needs food imports she must 
export industrial goods and that in order 
to export industrial goods she must in¬ 
crease or maintain the value of her food 
imports. The alternative would be not 
to import so much food and to export 
some of the industrial goods to other 
markets. However, the view has been 
taken that the balance of advantage lies 
in paying an agricultural price for in¬ 
dustrial exports. 

Output Could be Expanded 

Mr Lomax considers it beyond dis¬ 
pute that there could be substantial 
increase in domestic production at price 
levels not greatly out of line with the 
present ones. The EDC for agriculture 
advocated a selective expansion pro¬ 
gramme to reduce net imports by £220 
million over five years and recognised 
that further expansion could take place 
were it not for marketing difficulties, 
i.e. international agreements that pre¬ 
vented such expansion. The recent 
White Paper on Britain and the Euro¬ 
pean Communities (Cmnd. 4289) says 
that the adoption of EEC prices would 
increase net agriculture production by 
between three and 10 per cent in the ] 
volume of UK imports of temperate 
foods. Thus two separate sources agree 
that output could be significantly greater 
if policy were changed. It must be a 
matter of conjecture what the value of 
UK food imports would be if she did 
not pursue policies designed to increase 
their prices in terms of foreign curren¬ 
cies, and if UK domestic policies had, 
over the postwar period, been more in 
line with those of other countries rather 
than wholly exceptional. Mr Lomax 
nevertheless considers it indubitable that 
under those circumstances that pattern 
of the UK's food trade could be much 


more similar than it is to those of 
other countries. Some other countries, 
of course, have a much better land en¬ 
dowment, but the UK’s population den¬ 
sity is less than that of the Netherlands, 
Belgium/Luxembourg, Japan and West 
Germany, and only a third as high again 


as that If Italy (table col. 14), so that 
it is by no means self-evident that the 
UK’s size alone forces her to* have on 
exceptional trading pattern. 

It is, incidentally, interesting that 
under Common Market conditions the 


GRAPH I 

Graph showing Exports plus Imports as a percentage of GNP plotted 
against GNP for various countries 
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GRAPH II 


Graph showing Food Imports as a percentage of GNP plotted against 
GNP for various countries 
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agruments which have led to the present 
exceptional agricultural policy will lose 
much of their force. Under the system 
which has operated up to the present the 
conditions mentioned above have been 
relevant. Naturally enough, an area 
of policy as significant as that relating 
to agriculture has been the subject 
of strenuous public debate, which 
has been set in the framework of the 
system which has operated so far. 

However, to take account of a 
situation in which farm support is 
through levies rather than deficiency 
payments, prices are maintained 
at levels designed to remunerate 
adequately producers who are, on 
balance, less or no more efficient 
than British farmers, and in which im¬ 
ports have in effect to be bought at these 
high prices, the terms of the debate need 
to be revised. It is necessary to think 
urgently about what policy to adopt in 
such a market, and in the transition to 
it. 

Under such circumstances the argu¬ 
ments of the pro-imports school seem to 
Mr Lomax to be seriously weakened 
and he thinks that it would be right for 
the British negotiators in Brussels to en¬ 
sure that the common agricultural 
policy is applied in such a way as to 
allow full expansion of British agricul¬ 
ture, with a complete break from the 
past policy of regarding agriculture as 
a sector about which the only questions 
have been the extent of the concessions 
demanded and offered. 

Ill 

CONCLUSION 

Mr Lomax concerned himself with a 
simple empirical question, whether there 
is any evidence that the United King¬ 
dom is uniquely dependent on inter¬ 
national trade. His conclusion is that 
in terms of most of the best measures 
available to test this, raw materials 
imports, exports plus imports, and 
manufactured exports, the UK is a ty¬ 
pical country of her size. Further statis¬ 
tical calculations and graphs (which are 
available from the National Westmins¬ 
ter Bank to anybody interested) con¬ 
firm the conclusions drawn from the 
table and graphs. 

The United Kingdom has, however, 
a very high level of food imports 
in relation to GNP and per capita. 
Without much discussion of the 
merits or demerits of the agricultural 
policy pursued in the UK, Mr Lomax 
has attempted to show that the pattern 
of the UK's food trade is the result 
primarily of this exceptional trading 
policy rather than of anything inherent 
m her situation. From this he concludes 


sonably that it is generally desirable 
that policy be formulated on a correct 
assessment of the facts, and that even 
relatively minor mistakes, which are al¬ 
ways liable to occur if the assumptions 
are wrong, should be avoided if possible. 
This is particularly so in this instance, 
since the view thai ihe UK is specially 


3< 

dependent or vulnerable leads to polici 
that are based partly on fear, with tl 
that it is misleading to base trade poli< 
on the view that the UK is someho 
abnormal. 

Assuming that this conclusion 
correct, there remains the question < 
its relevance. Mr Lomax suggests re 


GRAPH III 


Graph showing Raw Material imports as a percentage of GNP plotted 
against GNP for various countries 
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GRAPH IV 


Graph showing Manufacturing Exports as a percentage of GNP plotted 
against GNP for various countries 
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risk of their being inhibited and weak in 
consequence. Mr, Lomax argues that 
far from being a minor factor to be taken 
into account when trade matters arc 
considered, the idea that the United 
Kingdom is specially dependent on inter¬ 
national trade has been one of the cent¬ 
ral assumptions underlying British 

Will US Reverse 

H. R. 

WASHINGTON: 

Tm.Hoosi, Ways and Means Committee 
is daily toiling to write a bill which, 
if passed, and approved would tend to 
reverse the trade policy of this country. 
It could usher a new protectionist era 
to the detriment of the whole world, not 
excluding the US. Yet so great can be 
the pressure of a few industries, irres¬ 
pective of its affect on all industries. 

Other concerned nations have already 
announced their intention to retaliate 
should the US return to protectionism. 
The Executive Commission of the Euro¬ 
pean Common Market is stated “to be. 
taking an extremely serious view of the 
restrictive trade bill now on its way 
through Congress.” 

The Bill being hammered out 
ostensibly provides for mandatory 
import quotas on textiles and steel 
from Japan and Europe. Other 
countries would also probably be roped 
in. The bill is expected to make it 
easier for all US industries to prove 
•injury” by foreign competition in the 
domestic market so that the Federal 
Trade Commission can be flooded with 
demands for limiting imports on my¬ 
riad items. 

Important Contribution 

Many economists have spoken out 
against the threatened change of course 
in the US trade policy. “The policy 
of progressive liberalisation of inter¬ 
national trade pursued by both Demo¬ 
cratic and Republican administrations 
during the post-war period has made an 
important contribution to the growth 
and prosperity of both the American 
and world economies,” says the Ameri¬ 
can Economic Association. 

It adds: “But we stand at the brink 
of a serious reversal of this trend, a 
reversal which could lead us back to 
the heavy protectionism of the nine¬ 
teen-thirties and the Great Depression.” 

Opening the floodgates of protection¬ 
ism, the Association points out, “will 
benefit a few but will harm many.” 

For a detailed analysis of the measure 
under study one must await the publi¬ 
cation of the bill itself and then follow 
its course through the labyrinth of Cong- 


trade policy in recent years. 

If the foregoing analysis is correct, 
this old-established assumption should 
be discarded, and this would have im¬ 
portant consequences for British trading 
policies, not least as they affect agricul¬ 
ture. 

Its Trade Policy ? 

VOHRA 

rcss. It is still in the process of being 
chopped and changed under a variety 
of pressures and counter-pressures. 
However, one cannot help feeling that 
there is a link between the protectionist 
sentiment and the planned political, 
military and economic withdrawal of this 
country from its world role of the fifties 
and sixties. In the prevailing boredom, 
economic ideals for which this country 
has stood and fought since the Roose¬ 
velt era tend to be dimmed. The dimi¬ 
nution of foreign aid is another instance 
of ihe same phenomenon. 

The Background 

While the Congress is cooking the 
Tariff Bill, it is time to take a measure 
of the background so that the change, 
if it comes about, can be accurately 
gauged. 

The provocation to formulate a new 
trade policy has arisen because the 1962 
Trade Expension Act which bore the 
Kennedy stamp expired in 1967. A 
legislation is required to replace it. 
The Johnson administration ended with¬ 
out a new law. It only published a series 
of recommendations on American 
trade in the coming years. The Nixon 
administration is thus free to write its 
own ideas on the subject. In the process 
it must maintain a balance between the 
interests of the consumer and the interest 
of the producer. 

Congress is drawn into an active role 
in this affair by the gap in legislative 
proposals which should normally come 
from the administration. Many private 
bills have been submitted since 1967, 
calling either for quotas on imports or 
international market sharing agree¬ 
ments. The Senate proved a breeding 
ground for protectionist measures. The 
House Ways and Means Committee 
barred their adoption. President John¬ 
son promised (as President Nixon has 
now done) to veto any Bill spelling re¬ 
treat from liberalisation. He was com- 
itted to the Kennedy Round and full 
implementation of the resulting agree¬ 
ment. » 

Presidents have been closer to reality, 
it seems, than some Congressmen who 
are more easily swayed by hard hitting 
lobbyists of individual industries. 
They seem to ignore that nations do 


strike back. When the US raised pro¬ 
tection against carpets and glass in 
1962, the Common Market on behalf 
of Belgium, refused to accept compen¬ 
satory reductions in other American 
tariffs and placed restrictions on a num¬ 
ber of American exports. 

Some nations, including Australia, 
have suggested that they might delay 
their final tariff reductions agreed dur¬ 
ing the Kennedy Round to be completed 
by January 1972. They might also im¬ 
pose quotas and use other administra¬ 
tive measures to thwart US exports. 

Nor do some Congressmen give due 
heed to the fact that sales by foreign 
nations in the US help them earn dollars 
which they use to buy US goods. ‘‘Ex¬ 
perience suggests,” Mr Henry Fowler, 
former Secretary of the Treasury once 
said,” that for each SI billion reduction 
in our merchandise imports, we will 
lose somewhat over half a billion do¬ 
llars of exports.” 

A President of the US cannot ignore, 
as Congressmen seem to do, that 
this country has preached economic 
interdependence of nations. Rebuilding 
devastated Europe through the Marshall 
Plan helped to revive the US export 
trade. Lately, European assistance to 
the US has narrowed its balance of 
payments deficit. A reversal in this 
mutuality, could burst into an economic 
upheaval from which none would 
benefit. 

Political Consequences 

Its political consequences are also 
not difficult to foresee. US trade policies 
helped to integrate the European market. 
Protectionism would lose for the US 
the political position it enjoys in Europe 
today. Developing countries would also 
be hurt by American import quotas. 
Their frustration, following a reduction 
in aid and trade, can be imagined. 

The most important items sought to 
be protected are steel and textiles. These 
two industries have been unable to 
stand up to the competition which 
Japan and Europe offer both at 
home and abroad. Imports of steel 
have risen by 6 million tons since 
1968. They totalled 17.5 million tons 
last year. This is mainly due to superior 
Japanese technology which uses the 
blast furnace method of operation. 

In the textile sector, Americans have 
been guided by the Long-Term Cotton 
Textile Arrangements (LTA) of 1962 
which limits the import of textiles of a 
large variety of goods. It is essentially 
a voluntary market sharing arrange¬ 
ment. The Nixon government seeks 
similar agreements for wollens, synthe¬ 
tic fibres and fibre blends.. 

Since 1934, the US has sought ‘‘freer” 
trade, not free trade. The difference is 
dictated by the consideration that cer¬ 
tain industries — steel and chemicals. 
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for instance — arc of too great a strate¬ 
gic importance to be exposed to the 
merciless winds of foreign competition. 

Free trade has remained an ideal tem¬ 
pered by national realities. The Kennedy 
Round resulted in an agreement that 
will bring tariffs on products of most 
major industrial countries to an ex¬ 
ceedingly low level. By accepting 
across-the-board approach, it could be 
said to have renounced the protection 
afforded by tariffs, fn the field of 
agriculture, it showed willingness to 
participate with other countries in 
discussing domestic support policies. 
It also attacked non-tariff restrictions. 

The Kennedy policy put the onus of 
protectionism on other countries. It 
showed confidence in the strength of the 
dollar which in turn helped to re¬ 
inforce its strength. 

According to Gordon Weil who re¬ 
cently conducted a study of trade poli¬ 
cies for the Twentieth Century Fund 

the 1962 Trade Expansion Act was 
based in part on the belief that lowering 
trade barriers in all major industrial 
nations is in the American interest ant) 
will prevent a return to the economic 
disasters of the thirties.” 

It was intended to avoid another Great 
Depression. It was effective. World 
trade has markedly expanded. All na¬ 


tions have benefited from it. And as 
Gordon Weil points out “the interna¬ 
tional community has been able to make 
the necessary adjustments to the crea¬ 
tion of new customs unions and free 
trade areas and has seen the most fa¬ 
voured nation principle employed in 
trade relations throughout the non- 
Communist world.'* 

Domestically, it has exposed the 
American industry to competition in 
which it is supposed to thrive. The rules 
of business at home were applied to the 
international sphere. 

It is this policy which is being chal- 
langed in Cogtvss and elsewhere. The 
challenge is a source of worry for the 
thoughtful legislators who foresee in the 
proposed change a rcstriclionisl slugging 
match that may well help collapse the 
network of multilateral trade which has 
been steadily built up over the last three 
decades. 

Senator Jacob Javits puts the posi¬ 
tion succinctly: “A protectionist tide 
seems to be sweeping the world which, 
if allowed to go unchecked, will bring 
only grief and disaster to the world in 
the form of an international trade war.” 

The most welcome news is that Presi¬ 
dent Nixon has declared he would veto 
the bill if it goes beyond the textile 
quotas he asked for. 


As Bonn Practises Aid 


PROF- DR KARL-HEINZ SOHN 


Under the heading “German Econo¬ 
mic Assistance for Countries of the 
Third World", a series of economic 
measures and activities can be summa¬ 
rised, which are partly classed with 
public development assistance, partly 
with private development assistance, 
and which have perhaps sometimes 
little to do with assistance in the pro¬ 
per sense of the word. 

I need not stress particularly that the 
sector of economic assistance must be 
seen in close connection with the total 
concept of German development 
policy. I may point out that German 
and international development aid is 
at present involved in an intensive 
discussion and the prevailing princi¬ 
ples and practices arc being reviewed. 
The end of the first development de¬ 
cade, the necessity to plan for the next 
ten years and the publication of the 
Pearson Report, containing a first 
inventory of the development aid 
policy hitherto pursued and sugges¬ 
tions pertaining to all important 
development problems, have started 
off this discussion. 

Finally the Jackson Study is com¬ 
menting on the possibilities of an 


Text of a feature to an International con¬ 
ference held under the auspices of the Friedrich- 
Naumann Stifftung at Bonn earlier this year. 
Prof. Sohn is Secretary of State, Ministry for 
Economic Co-operation, West German Federal 
Government. 


increase in efficiency and an extension 
of the United Nations instruments of 
development policy. In this context 
it might be useful to visualise the 
results of the first decade and the 
conclusions to be drawn from them, 
and to find out the needs of develop¬ 
ing countries for the second decade. 

Contrary to dissenting opinions, the 
first development decade has not been 
a failure, although a final judgement 
of its results would certainly be pre¬ 
mature. As was planned at the begin¬ 
ning of the decade, the gross national 
product of the countries of the Third 
World has on an average increased by 
5 per cent per year until the end of 
1969, differing substantially from one 
country to another. Through the 
improvement of irrigation methods 
and in particular through the use of 
new seeds for wheat and rice a de¬ 


cisive breakthrough was achieved in 
the fight against hunger specially 
in Asian countries. 

The infrastructure of many countries 
was improved considerably. School 
attendmce was extended, life expect¬ 
ancy has risen. Donor and recipient 
countries know today better than 10 
years ago where the bottlenecks are 
and how economic growth can best 
be promoted, lor example through a 
better selection of the projects. Du¬ 
ring the sixties, the changeover from 
an improvised and experimenting de¬ 
velopment assistance to a comprehen¬ 
sive view of the problems involved in 
development and thus to a remarkable 
progress of the methods of develop¬ 
ment assistance was achieved. 

Progress Lagging 

Despite this encouraging success, 
the economic growth of the developing 
countries per capita of the population 
was, because of the rapid increase in 
population, lagging behind the growth 
of the industrial countries 1 . Even if 
some countries of the Third World 
have reached or nearly reached the 
point of an autonomous economic 
growth, it turned out that the majo¬ 
rity of the developing countries is only 
slowly progressing and that long time- 
lags must be expected. Waiting will 
be all the more difficult since the ex¬ 
pectations and the impatience of the 
people in the 'developing countries 
are growing in view of the prosperity 
of the industrial nations. 

Developing countries and industria¬ 
lised nations must make considerable 
joint efforts, in order to help the be¬ 
ginning second decade to be success¬ 
ful and riot to disappoint the hopes 
of the poorer part of mankind. It 
seems that it will be indispensable to 
increase the quantity and, even more 
so, to improve the quality of assistance. 
There is also an urgent need for a 
common strategy and lor better inter¬ 
national co-ordination of development 
assistance. 

West Germany is fully aware of 
the tasks to be solved. It has recently 8 
by cabinet decision determined its 
main policy lines for the second de¬ 
cade and is now elaborating a more 
detailed concept for activities to be 
pursued in the period up to 19K0. In 
its declaration of last autumn the go¬ 
vernment promised to try to increase 
the development assistance expenditure 
by 11 per cent annually: it thus attach¬ 
ed a high priority to development 
assistance as a state task. 

Development does not only repre¬ 
sent an accelration of material condi 



372 


eastern economist 


August 28, 1970 


tiocs but a change and dynamisation 
of outdated ways of thinking and social 
structures, and a purposeful cultural 
change. Development means mo* 
dernisation which in the last resort is 
only possible through a change of the 
social and cultural concepts. Go¬ 
vernment has taken this into account 
and decided to pay more attention to 
technical assistance in the future. 
The number of experts we send out on 
a bilateral and multilateral basis is to 
be doubled by the middle of the se¬ 
cond decade. Projects for training 
and education are given more priority 
than so far. This means that the 
share of technical assistance is rising. 

Despite this, public credit assistance 
will continue to be the biggest item 
within German public development 
assistance. I need not particularly 
mention that the lack of financial 
resources - specially of foreign cur¬ 
rency — represents one of the most 
important obstacles to the develop¬ 
ing countries. The low per capita 
income hardly allows any savings that 
could finance the investment needed 
for the extension of the production 
capacity. And yet, only 15 percent of 
the gross investment in developing 
countries was financed out of foreign 
sources, and 85 per cent was raised 
from internal funds. Foreign finan¬ 
cial assistance is of special importance 
because it helps to overcome bottle¬ 
necks with its supply of foreign 
currency. 

Objectives of Capital Assistance 

The purpose of the German capital 
assistance must always be integrated 
into the general pattern of German 
development policy. The direct eco¬ 
nomic aim of credit assistance is the 
promotion of economic growth until 
an autonomous growth is reached, 
the integration of the recipient country 
into world economy and finally the 
increase of the per capita income. 
Capital assistance, just as any type 
of development aid, also contributes 
to social changes in the recipient coun¬ 
try by a strong interference in the so- 
cio-cultural field. These cxtra-econo- 
mic conditions must be taken into 
account in the planning stage of a 
project by suitable supplementing 
measures, in order to bring a project 
to an optimal success. 

Based on this concept, the Federal 
Republic is making increasing efforts, 
to carry out projects of capital assis¬ 
tance and of technical assistance of so- 
called compound projects. Here, 
the construction of a port would for 
example be financed out of capital 
aid funds, and at the same time ex¬ 
perts for the establishment of an 


efficient port administration are pro¬ 
vided in the framework of technical 
assistance. 

The grand total of commitments 
made todatc for capital aid purposes 
amounts to 14,000 million DM, the 
biggest part of which was provided by 
the federal budget and which was partly 
financed out of the RP-Special Fund, 
by the federal states, and by KW- 
funds (KW—reconstruction bank).* 

Geographical Distribution 

As far as the regional distribution of 
these funds is concerned, the West 
German government did not have any 
regional preferences and gave the 
assistance to countries offering suitable 
development projects. In the course 
of time, certain centres of concen¬ 
tration came about. So far, 58 per 
cent of the funds were given to Asian 
countries, one reason being their bet¬ 
ter absorption ability; 19 per cent 
went to Africa, 14 per cent to Euro¬ 
pean developing countries and 9 per 
cent to Latin America.' 

As you know, capital assistance is 
principally given in the form of credits, 
The underlying idea is that the coun¬ 
tries of the Third World do not want 
to and are not supposed to be paupers, 
but partners, contributing to the buil¬ 
ding up of their national economies 
to the best of their abilities. More¬ 
over, the funds of development assis¬ 
tance are to be utilized in such a way 
that profits arc made, which can be 
used for the repayment to the donor 
country. This reflux enables the 
donor countries to grant fresh funds 
and thus contributes to the creation 
of new resources for the development 
process. 

The conditions of the development 
credits are considerably below those 
of the capital market. West Germany 
has actively contributed to the passing 
of the OECD recommendation on 
conditions last year, according to 
which 85 per cent of the public assis¬ 
tance shall be granted for a term of 
30 years, with 8 years free of amortisa¬ 
tion at 2 1/2 per cent interest. A con¬ 
siderable part of the credits granted 
by the West German government 
is already equipped with these con¬ 
ditions. 

During the initial period of German 
bilateral capital aid, the financial 
conditions of the credits were essentially 
depending on the type of project to 
be financed. Due to the bad situa¬ 
tion of foreign trad# in many recipient 
countries, the general economic situa¬ 
tion is more and more taken into con¬ 
sideration in addition to the judgement 


on projects, when the conditions are 
fixed. 

If the servicing on debts in some 
developing countries is in a given 
year nearly reaching the amount of 
newly-granted credits, this situation 
must be called ‘precarious*., Reme¬ 
dial measures, as for example an adap¬ 
tation of policies to the existing debt 
structure and the granting of new 
credits at suitable conditions must be 
taken. Specially the raising of further 
short-term export credits at tough 
conditions must be restricted, if ne¬ 
cessary. In public assistance the si¬ 
tuation can be improved through 
more favourable conditions. 

Project Assistance 

West Germany is one of the few 
countries within the OECD which still 
concentrates its development aid to 
project assistance. 4 , i.e. capital aid is 
usually granted for certain projects. 
The advantage of project assistance 
is that both donor and recipient coun¬ 
tries can within a short period of time 
state a measurable success of the funds 
invested and that their use can be bet¬ 
ter controlled. Besides, this type of 
assistance is frequently connected with 
advice and a transfer of technological 
know-how. 

I believe that on the eve of the se¬ 
cond decade the principle of project 
tying must be given new consideration. 
The West German government has 
already given programme assistance in 
the form of commodity aid and main¬ 
tenance support for the delivery of 
goods of general need and for the de¬ 
livery of spare parts and raw materials. 5 
In the second decade it may be parti¬ 
cularly expedient to grant more pro¬ 
ject assistance of this type to the 
economically advanced developing 
countries, because the demand for 
these goods is bound to increase in 
the course of development, and be¬ 
cause home production and the amount 
of foreign currency at disposal cannot 
cover this demand. 

Initially the credit assistance pre¬ 
dominantly served the financing of the 
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infrastructure, whereas the productive 
sectors of the developing countries 
were largely left to other initiatives. 
Along with the improvement of the 
economic infrastructure and the level 
of development, the demand for fo¬ 
reign currency and the capacity of 
absorption of developing countries 
is rising equally. This means that 
the promotion of the economically 
productive projects, saving or yielding 
foreign currency, is of growing impor¬ 
tance. 

Furthermore, the consequence of a 
lack of private capital and the debt 
situation was that the fast growing 
productive sector had to be sponsored 
by public credit assistance, too. There¬ 
fore it will have to be a future aim to 
continue to increase the share of eco¬ 
nomically productive projects as 
compared to projects of infrastructure. 
In this context agricultural pro¬ 
ductivity should be improved and aug¬ 
mented as well. 

At present 42 per cent of capital' 
aid was spent on projects of infrastruc¬ 
ture, 17 per cent on productive projects 
and the rest on development banks 
and untied aid. During the past 
years small entrepreneurs have in¬ 
creasingly financed investment pro¬ 
jects via development banks. 

Some brief remarks on delivery 
tying. I realise that the develop¬ 
ing countries are concerned about 
delivery tying as it ^practised by many 
donor countries. Assistance not 
tied to deliveries encourages the in¬ 
ternational competition and always 
makes development assistance chea¬ 
per. 

Therefore West Germany has 
always pursued a liberal policy on 
this question. 0 For some time it 
has intensified its efforts in order to 
eliminate delivery tying on the national 
and international level. Since last 
year production firms from develop¬ 
ing countries are, as you know, per¬ 
mitted as tenderers if German assistance 
should exceptionally be tied to de¬ 
liveries. 

Outcome of Capital Assistance 

When striking a balance of the 
experiences gained with public econo¬ 
mic assistance for the Third World 
one must state that we were not spared 
failures, particularly in the beginning. 
We have, however, learned by these 
failures. It turned out that already 
in the stage of examination of projects, 
suggested by the developing countries, 
one had to nod out whether there was 
a qualified project management, 
whether the supply of raw materials 
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and marketing were assured, whe¬ 
ther the location was optimal and 
whether sufficient care for the main¬ 
tenance of the finished project was 
safeguarded. 

Future activities should pay more 
attention to the interlocking of the 
purely economic part of the project 
and the socio-cultural conditions of 
the country. It is also important that 
the projects arc in harmony with the 
priorities set by the recipient country 
in its development policy. Moreover, 
we must stop scattering individual 
projects. Our aim sho uld rather be 
to concentrate on compound and long 
term projects in order to develop a 
whole region through the co-opera¬ 
tion of capital assistance, technical 
assistance and support in education 
and in the social structure. 

German capital assistance can today 
look back on a considerable number of 
successful projects. Since the initial 
difficulties have been overcome, suitable 
instruments have been developed and 
a concept has been gained. German 
capital assistance will continue to make 
a positive contribution to the economic 
growth of the Third World. 

Contribution of Technical Assistance 

Before leaving the field of public eco¬ 
nomic aid I want to mention the remark¬ 
able contribution to economic develop¬ 
ment made by our technical assistance, 
training skilled personnel, sending ad¬ 
visers, etc. I would moreover remind 
you of the fact that West Germany 
is also granting multilateral public eco¬ 
nomic assistance by subsidising the big 
international assistance organisations 
and banks, as for example the Asian 
Development Bank. The share of multi¬ 
lateral assistance in the German public 
assistance is 20 per cent as compared to 
an average of 10 per cent with all west¬ 
ern donor countries. 

I will now deal with the field of trade 
which is often regarded as the key sector 
on the way to a more rapid economic 
growth of the Third World. Special 
measures of advancement, taken by 
the West German government in this 
field, could be called indirect promotion 
of development as compared to the just 
mentioned direct form of development 
assistance. 

The fact that just 80 per cent of the 
foreign exchange revenue of develop¬ 
ing countries arises from trade, reflects 
the importance of trade for the develop¬ 
ment of the Third World. It is known 
that, due to the big share of raw mate¬ 
rials in the exports of the developing 
countries and the drop in the prices of 
many raw materials on the world mar¬ 
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ket, the terms of trade have deteriorat¬ 
ed for the developing countries. The 
share of countries of the Third World 
in world trade decreased from 32 per 
cent in 1950 to 20 per cent in J968. 

Basic Aim 

It must therefore be the basic aim of 
all development efforts, to put the eco¬ 
nomy of the developing countries on a 
wider production basis by increasing 
their supply of export goods, by elimi¬ 
nating monocultures and the creation 
of new productive facilities (diversifi¬ 
cation). 

West Germany, having had a 
favourable balance of trade with the 
countries to the Third World for years 7 
is supporting the developing countries 
in their efforts, to expand their trade. 
It is taking an active part in the delibe¬ 
rations of important international bo¬ 
dies like UNCTAD and GATT about 
the promotion of trade. Subjects of im¬ 
portance are on the international level, 
for example the question of raw mate¬ 
rial agreements, the reduction of import 
quota and tariff barriers in industrial 
countries, the concession of preferences 
to developing countries, etc, I will 
not deal with these points in detail. 

On a bilateral basis, the instru¬ 
ments of German development aid 
are also employed for measures of 
trade promotion; e.g., capital assis¬ 
tance for the financing of export indus¬ 
tries or for the establishment of an 
infrastructure of tourism, technical 
assistance for the improvement of the 
quality of export products, guidance 
in standardisation questions, guid¬ 
ance in the establishment of organisa¬ 
tions for the furtherance of exports and 
marketing, or for the training of hotel 
personnel. 

A special measure aiming exclusively 
at the promotion of trade is the pro¬ 
motion programme of the West German 
government for the participation of 
developing countries in German trade 
fairs. Funds are raised for this by the 
federal budget. Those countries 
which dispose of a sufficiently large 
supply of export goods, but which are 
unable to bear fully the costs arising 
from their participation in the fair, 
are given financial support. Only part 
of the costs will, however, be taken 
over. 

Let me say a few words about the 
private economic assistance efforts 
made in West Germany for countries 
of the Third World. The West 
German government can only offer 
incentives for the investment of private 
firms in developing countries as far as 
this seems to be useful. 

You know that private development 
aid is rather disputed from the point of 
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view of development policy. Critics 
say that this is no assistance in the 
proper sense of thfe word and that old 
colonial dependencies are maintained or 
new ones created. 

As far as the quality of the assistance 
is concerned one can rightly say that 
only those services should be called 
development aid which represent a 
sacrifice for the donor or which bear 
particularly favourable conditions as 
far as terms and interest rates are con¬ 
cerned. As a rule, both these points do 
not hold for the commercial develop¬ 
ment aid. The West German Ministry 
of Economic Co-operation therefore 
.asked for honest statistics, which should 
no longer contain short and medium 
term consumer credits under the head¬ 
ing ‘development aid'. 

One Side Aid 

Irrespective of the question whether 
private economic aid should be called 
development assistance or not, one 
can question the economic contri¬ 
bution this type of aid can make 
to the development process. Direct in¬ 
vestment is particularly criticized in 
this respect. On the one hand it has fre¬ 
quently been made rather one-sidedly 
in certain sectors only and did not con¬ 
tribute to the needed diversification of 
the productive structures. On the other 
hand, private direct investment can be 
rather valuable, if it is made in suitable 
sectors 8 . 

In view of the great need of caoital 
prevailing in countries of the Third 
World, the public funds of the donor 
countries are by far not enough to 
finance the investment needed. Private 
funds are a necessary supplementation 
and continuation of public assistance, 
if they are applied in the right place. 
They do not only engender an addition¬ 
al transfer of capital; at the same time, 
the investing firms convey their know¬ 
how to the developing countries and 
train workers there. 

At the Second World Conference on 
Trade in New Delhi, developing coun¬ 
tries and industrial nations have recog¬ 
nized that private assistance has a part 
to play in the dcvelc7ping process and 
should be encouraged. The Pearson 
Report also underscores the positive 
effect of private investment. 

The Development Aid Tax Regula¬ 
tion, governmental guarantees, ERP- 
funds with low interest and the conclu¬ 
sion of investment agreements with 
developing countries are measures taken 
by the West German government for 
the furtherance of private investment. 

The grand total of the German pri¬ 


vate direct investment in developing 
countries comes up to 5,000 million 
DM, which is about 30 per cent of the 
total foreign investment of the Federal 
Republic. The West German govern¬ 
ment also offers public funds for parti¬ 
cipation in enterprises of the Third 
World via the German Development 
Company* The prerequisite for this is 
that, apart from the DEG (German 
Development Company), a German 
partner is having a share in the enter¬ 
prise, offering his know-how and appro¬ 
priate financing. The DEG does not 
strive for majority participation. 

Let me finally mention that West 
Germany has in the private sector con¬ 
tributed considerably to the capital mar¬ 
ket, offering loans to developing coun¬ 
tries and international organizations to 
be used in the framework of develop¬ 
ing aid. In 1969, for example, the World 
Bank alone borrowed the net amount 
of about 1,000 million DM on the Ger¬ 
man capital market. 

Some years ago, a statesman of 
the Third World, General Ne Win, of 
Burma, once said about the western 
developing assistance : “This type of 
assistance is useless. It cripples and 
paralyses the country. The receivers 
never learn, to take charge of their fate. 
They rely more and more on foreign 
experts and foreign money. In the end 
they have lost the rule over their coun¬ 
try.** 

Actual Results 

I think these are rather tough and a 
little unjust words. They imply a result 
which the German development assis¬ 
tance is trying to avoid. Development 
is not possible from outside. The deci¬ 
sive impact must come from inside the 
developing country. The slogan of help 
for self-help is not just idle talk. It is, 
however, not always easy to put it into 
practice. 

German assistance is not being forc¬ 
ed upon anybody and is not interfering 
with the policy to be pursued in the re¬ 
cipient country, least in the private 
sector of the economy. Every country 
has to decide for itself which policy 
should be pursued and which foreign 
assistance should be accepted. 

If, in conclusion, one tries to state 
actual results, mention must be made 
of the relatively favourable growth rates 
of the developing countries during the 
last few years, to which the German 
assistance has maefe its contribution. 
However, in the field of public assis¬ 
tance—the same will probably be true 
for the private sector—a strict correla¬ 
tion between the total assistance given 
to a certain country and its economic 


growth could not be proved. The rea¬ 
son for this is that foreign assistance is 
frequently only of marginal importance 
in terms of volume and that, besides, 
many other components contribute to 
its growth or delay. There Can, how¬ 
ever, be no doubt about the fact that 
assistance represents an important and 
necessary catalyst and will continue to 
do so. 

The West German government will 
continue to provide development assis¬ 
tance. For this purpose it will be neces¬ 
sary to reconsider what has been 
done so far and to adapt it to 
changed conditions in co-operation 
with our partners in the Third World, 
The West German government is re¬ 
solved to do all it can to con¬ 
tribute towards international develop¬ 
ment, social progress and peace in tne 
world. 
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If the Prime Minister has been having 
a difficult time in Parliament lately, she 
has only herself to blame. The Flag 
incident at the Red Fort on Indepen¬ 
dence Day is not something which she 
could have expected to dispose of merely 
by shrugging her shoulders. In mere 
prudence she should have volunteered 
to share the sentiments expressed in 
Parliament over the arrangements for 
the Flag hoisting having gone awry. 

Again, how could she have expected 
any self-respecting Parliament to put 
up with the equivocal manner in which 
she reacted or rather responded to the 
impertinent suggestion of the Tamil 
Nadu Chief Minister that that stafe is 
entitled to have a flag of its own apart 
from the National Flag? Her contention' 
that Mr Karunanidhi’s proposal im¬ 
plied no slight to the National Flag 
was clearly unacceptable since what Mr 
Karunanidhi had proposed was that the 
National Flag could be relegated to a 
corner in the state flag of bis conception. 
Even apart from this detail, how can a 
Prime Minister, who has sworn to de¬ 
fend the Constitution, so forget her so¬ 
lemn responsibilities of office, as even 
appear to concede the plausibility of a 
plea for individual state flags especially 
in the context of the centrifugal forces 
which currently threaten national unity 
and national security? It may be argued 
on Mrs Gandhi’s behalf that she was 
only attempting to function in the strict 
manner of a leader of a federal demo¬ 
cracy when she agreed to have Mr 
Karunanidhi’s proposal considered by 
the Chief Ministers of the states of the 
Republic. In my view, there is more 
demagogy than democracy in such a 
posture on the part of the Prime Minis¬ 
ter. It is obvious that Mrs Gandhi is 
only too apt to bend over backwards 
in placating groups whose support has 
become a condition of survival for her. 

As for Mr Karunanidhi, the habit of 
writing scenarios for films apparently 
dies hard. Three years after it came to 
power on the tidal wave of high popular 
expectations, the DMK administration 
finds itself exposed to growing public 
distrust and contempt for its unashamed 
indulgence in corruption at all levels 
of public administration as well as party 
hierarchy. Mr Nedunchezhiyan apart, 
very few of the active leaders of the 
DMK ministry or the party now enjoy 
anything like a reputation for integrity. 
At this rate, there could well be a re¬ 
volt by the puritan minority within 
the organisation itself in the critical 
pre-election period which national and 
state politics will soon be entering. 

If it Is part of the calculations of the 


Chief Minister of Tamil Nadu that he 
can divert his party’s or the larger pub¬ 
lic’s attention from th* sins of commis¬ 
sion or omission of which the DMK 
leadership may be guilty, by dramatis¬ 
ing fanciful regional claims and de¬ 
mands, he is being false to his own repu¬ 
tation for common sense or political 
shrewdness. With a resurgent Congress 
organisation under Mr Kamaraj's lea¬ 
dership now become strong enough to 
compel the DMK ministry to enter a 
debate on real issues, Mr Karunanidhi 
will be wise to think again. Meanwhile, 
the resignation of Mr S.K, Sambandhan 
(Member of Parliament, elected on a 
DMK ticket) from that party and his 
decision to sit in the House as an In¬ 
dependent is a warning to Mr Karuna¬ 
nidhi that high-handedness and strong- 
arm methods may help to bolster his 
sense of self-importance but is unlikely 
to serve the basic interests of a political 
organisation which has yet to reach 
maturity as a truly democratic political 
party. 

* * 

The Indian Engineering Association 
which held a seminar on “Engineering 
Industry in the Seventies” in the capital 
last week to mark its 75th anniversary, 
had every reason to congratulate itself 
on the useful quality and direction of 
the discussion. If a good part of the 
credit for this belongs to Mr Sanjoy 
Son, chairman of the association, even 
a larger part of it should go perhaps to 
Mr T.S. Swaminathan, Secretary, 
Ministry of Industrial Development 
and Internal Trade, who guided a part 
of the proceedings which related to the 
problem of raw materials, While Mr 
Swaminathan recognised the legitimacy 
of the engineering industry's preoccu¬ 
pation with current shortages of key 
materials, such as steel, as emphasized 
in the discussion, he very properly 
pointed out that a seminar on the pros¬ 
pect for the seventies would not be ful¬ 
filling its purpose if it was not going to 
look beyond today or even tomorrow. 
The long-term perspective, in other 
words, could not be ignored in such a 
discussion. 

Having thus set the sights right, Mr 
Swaminathan spoke inspiringly of how 
the continuing advance in techno¬ 
logy might be expected to alter beyond 
recognition contemporary concepts of 
materials or their management in en¬ 
gineering as in other industries. He 
suggested that steel, which seemed so 
vital to the sustenance of the engineering 
industries at present, might well lose its 
importance as the basic raw material 
as the possibilities of substitutes are 
explored and exploited in the years to 


come. He mentioned that not only 
plastics but toughened glass could well 
become a major raw material in the 
fabrication of engineering equipment 
and goods. Relating this vision of 
the future to what needs to be done 
today, he recommended that the Indian 
Engineering Association should take the 
initiative in setting up a “thinking cell’ 
of a small number of intellectually ad¬ 
venturous innovators in the industry 
and encourage them to think boldly 
and even rashly of the revolutions that 
could be anticipated in the fast-chang¬ 
ing technology of industry in the seven¬ 
ties and beyond. All this was heady 
stuX to listen to. Only, Mr Swamina- 
ihan omitted, tactfully perhaps, to say 
what relevance that incredibly impossi¬ 
ble fifth wheel in his ministry, the Di¬ 
rectorate General of Technical De¬ 
velopment, has to the entrancing vi¬ 
sion he conjured of Indian industry 
moving forward to lake its place with 
advancing industry in other parts of 
the world. 


Referring to ipy comments in Eastern 
Economist of August 7 on the perfor¬ 
mance of the STC, the Chairman, Mr 
P.L. Tutidon, writes in part: 

“I think you were over-generous, I 
do agree with you — and this is some¬ 
thing i often say — that the public sec¬ 
tor is such virgin ground that the first 
seed broadcast bring forth a rich har¬ 
vest, for which one should be careful 
not to take too much credit. For in¬ 
stance, bringing down our inventories 
from the ratio of 33 per cent to under 
JO per cent and consequently the over¬ 
draft from over Rs 20 crores to a 
surplus of one crore rupees were both 
exercises simple in their extreme for 
managerial skill. 1 literally said "let us 
cut stocks’ and stocks came down! 

“Regarding your other point about 
vigilance on procedures, checks and 
inspections, I am fully conscious of the 
need. In fact, I am in the midst of a 
quite complex exercise in this respect. 
Hut, of course, as you rightly remarked, 
the best vigilance is a fast moving system 
that allows no delays, and therefore no 
exploitation of the .customer. 

“Regarding your last comment about 
socio-economic cost, and may I add 
benefits, I would like to discuss it with 
you some time both as a citizen and as a 
manager. I think it has a catalytic value 
which cannot be underestimated, pro¬ 
vided it is done skilfully and efficiently, 
Japanese trading houses, tantamount 
also to state trading, are a good exam¬ 
ple.” 

V.B. 
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CASHEW CORPORATION 

In pursuance of the government's 
policy to canalise imports through pub¬ 
lic sector agencies, the Ministiy of 
Foreign Trade has decided to manage 
the import of raw eashewnuts with 
effect from September 1, 1970. Nearly 
200,000 tonnes of raw nuts, acco¬ 
unting for almost ihrcc-fourlhs of 
the industry's requirements, arc im¬ 
ported every year from cast African 
countries. Cashew processing industry 
is a labour intensive industry and em¬ 
ploys more than 100,000 workers. 

During the last few years, the east 
African countries have set up mechanical 
plants for processing raw nuts. Al¬ 
though the results achieved so far have 
not been very good as a large percentage 
of nuts arc broken in the process, the 
demand from these mechanised units 
has been responsible for a steady incre¬ 
ase in the prices of raw nuts. Whereas 
in fhe longer run, the solution lies in in¬ 
creasing our own pi oducturn, for which 
the Ministry of Food and Agriculture is 
taking necessary action, in the short 
run, both for exports and for maintain¬ 
ing the industry, which employs a huge 
labour force, imports of raw nuts arc 
essential. 

The present level of imports arc 
around R.s 30 crores per year. Due to 
unhealthy competition amongst the 
importers, the prices of raw nuts have 
shown a steep rise. In order to be in a 
better bargaining position, vis-a-vis 
exporting countries and to ensure 
uninterrupted supplies of raw nuts at 
reasonable prices, it has been decided 
to canalise the imports of raw nuts with 
effect from September I, 1970. 

The Cashew Corporate n of India, a 
wholly owned subsidiary of the State 
Trading Corporation of India, will be 
registered shortly. The STC has the 
necessary means, the skill and the ex¬ 
pertise to handle efficiently the import 
of raw nuts and distribute them to the 
processing units at fair prices. 

The authorised capital of fhe Cashew 
Corporation will be two crorc rupees 
and the subscribed capital Rs 50 lakhs 
and it will have its headquarters in 
Cochin, The import, distribution and 
pricing policies will be decided by the 
corporation in consultation with the 
Ministry of Foreign Trade. The Cashew 
Corporation will thus help the industry 
in obtaining its requirements of raw 
nuts at fair prices and in maintaining 
and further expanding its export mar- 


Winds 


kets. It will be the endeavour of the 
Cashew Corporation to effect the change 
from the present system of imports to 
the proposed canalised system smooth¬ 
ly, and to utilise, in its efforts, accumu¬ 
lated skills in the field of import trade. 
The corporation will organise its opera¬ 
tions in such a way as to cause minimum 
dislocation to trade and industry. 
In this difficult task, the corporation 
will need the help and co-operation of 
all concerned. 

NEW BUSINESS BY L.l.C. 

The total new business of the Life 
Insurance Corporation in July 1970 
amounted to Rs 73.03 crores, involving 
93,186 policies. Of this, foreign busi¬ 
ness accounted for Rs 66 lakhs. During 
the month, the western zone of the cor¬ 
poration topped the list of new business 
with Rs 23.70 crores, followed by 
southern zone Rs 19.75 crores, eastern 
zone Rs J0.75 crores, northern zone 
Rs 9.29 crores and central zone Rs 
8.88 crores. The total new business 
completed by the corporation during 
the period April to July J970, was of the 
order of Rs 193.88 crores as against 
Rs 175.28 crores of new business 
during the corresponding period last 
year. 

WORLD BANK INTEREST RATE 

The World Bank is to increase its 
interest rate charges on new loans to 
developing countries to 7-1/4 per cent 
from seven per cent — the first 
change since August last year, 
bank sources stated recently. The 
increase results from higher borrow¬ 
ing costs on world capital market. Al¬ 
though the higher rate has been in cfiect 
since August 1, the bank has not issued 
any loans since then. 

FOREIGN TRADE IN JUNE 

Provision'd figures of India's foreign 
1 1 ade in merchandise during June 1970 
are shown below together with compa¬ 
rative figures for the corresponding 
period of last year: 


June 1970 


Expoits (including re-ex¬ 
ports) 93.93 

Imports 132.64 

Trade balance (—) 38.71 


E.C.G. PAPER 

Gadgets and Appliances, Jaipur, 
proposes to expand the capacity of ECG 
heat sensitive paper used for electro¬ 
cardiograph machines from the present 
4*000 feet a year to nearly 7,500 feet 
during the next two to three years. 
This has been found necessary in view 
of the increased demand following the 
implementation of the fourth five-year 
Plan under which increased number of 
hospitals are to be built. The company 
i s the only producer of ECG paper in 
fhe country and claims to have fabricat¬ 
ed and designed the entire machinery 
within the country, and has developed 
the chemical process indigenously. 
Till recently the demands in the country 
of nearly 4,500 feet of ECG paper was 
being met through imports from the 
hard currency countries such as the 
USA, West Germany, Japan and the 
United Kingdom. The managing direc¬ 
tor of the company has stated that the 
quality of paper produced by this com¬ 
pany is equivalent to that of the im¬ 
ported one. Moreover, the company 
is manufacturing paper in all sizes to 
suit various machines purchased by the 
hospitals over the years. 

It has also been pointed out that the 
ECG paper supplied by the Gadgets 
and Appliances costs nearly 40 per 
cent less than that of the imported 
equivalent and this reduced cost of 
production has been achieved by the 
company by evolving a mechanised pro¬ 
cess which needs comparatively less 
labour thereby recording high produc¬ 
tivity The managing director has 
complained that the Indian consumers, 
mostly the hospitals, continue to im¬ 
port ECG paper because the government 
has not placed any restrictions on its 
import and most of the quantity is im¬ 
ported along with ‘miscellaneous equip¬ 
ment’ by hospitals. It has also been 
stressed that most of the hospitals are 
not very conscious of price and use the 
imported ECG paper under the incorrect 
impression that it must be superior to 
the indigenous quality. In view of the 
fact that the paper has been proved to 
be of equivalent quality by many de¬ 
fence and civil institutions in the 
country, the union government should 
impose some kind of restriction on the 
import of ECG paper and thereby en- 


(In crores of rupees) 


June 1969 Cumulative totals for 
April to June 


' 114.15 

114.90 
C—>0.75 


1970 
340.03 
402.79 
(-) 62.76 


1969 
349.76 
366.00 
(-) 16.24 
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courage the process of import substi¬ 
tution. 

CEMENT OUTPUT 

Cement production in this country 
was higher at 6.62 million tonnes during 
the first half of 1970 compared with 
6.40 million tonnes in the corresponding 
six months of 1969. Despite the im¬ 
provement in production by 210,000 
tonnes, the utilisation of capacity in 
the industry declined to 83.9 per cent 
for the first six months of 1970 from 
89.41 per cent recorded in 
the corresponding period of 1969. 
The decline in capacity utdisation fol¬ 
lowed a rise in rated capacity to 7.88 
million tonnes for the first six months of 
1970 from 7.16 million tonnes registered 
for the corresponding period of the 
previous year. Despatches tended to 
match cement output and amounted 
to 6.60 million tonnes for the first half 
of 1970 against 6.43 million tonnes for 
the first half of 1969. 

JOINT PLANT COMMITTEE TERMS 

The Joint Plant Committee has de-' 
cided to relax the stipulation for pay¬ 
ment of earnest money along with in¬ 
dents for steel items with immediate 
effect. Announcing this to newsmen re¬ 
cently the chairman of the JPC, Mr. 
S.S. Sidhu, said the relaxation had been 
made to ensure equitable distribution 
and to prevent over-indenting and also 
in the interest of actual consumers* 
small industries and traders. He said 
complete exemption had been granted 
in the case of both central and state 
government departments, public sector 
undertakings civic and other semi- 
government bodies, associated compa¬ 
nies, contractors of the main producers, 
foreign embassies in India and parties 
in neighbouring countries against 
quota certificates and for steel items 
distributed on annual entitlement 
system. 

WAGONS FOR HUNGARY 

Hungary is believed to have decided 
to enter the Indian market in a big 
wav and has taken a decision to buy 
railway wagons costing six crorc rupees 
in the next year. In addition, it has de¬ 
cided to set up a tractor manufacturing 
plant in collaboration with a Calcutta 
film and it is likely to be established in 
Bharatpiir, Rajasthan. The factory is 
expected to manufacture UE 28 and 
UE 50 type tractors which are presently 
used in Hungary and are also being ex¬ 
ported to the UK and from there to 
other countries. These tractors are fitted 
with Parkinson engines and have been 
found “lit” by the Budni testing station. 
The Indian collaborators will also use 
the ratne engines sin & they are being 


manufactured in this country by 
Crompton-Parkinson. 

NAPHTHA CRACKER PLANT 

Dr Triguna Sen, union Minister for 
Petroleum & Chemicals and Mines 
& Metals, has affirmed at the meeting 
of the ConsuItat ; \e Committee of Mem¬ 
bers of Parliament for the Department 
of Petroleum & Chemicals that the 
Naptha Cracker Plant of the Gujarat 
Petro-Chcmical Complex would go on 
stream by the end of 1972. The minister 
explained that wherever the parties, to 
whom letters of intent for downstream 
projects had been issued, had made 
progress, they had been asked to go 
ahead. It was only in such cases where 
no progress was made by the concerned 
parties that the government was prepar¬ 
ing alternative schemes to be taken up 
in the public sector. This was necessary 
if the naphtha cracker was not to run 
in loss. 

Dr Triguna Sen described the steps 
taken regarding the revision of the 
agreements with the foreign oil com¬ 
panies, and added that he was awaiting 
the replies from the three oil companies 
with whose representatives he had a 
meeting recently. He expressed the hope 
that it might he possible to amend the 
agreements in the next three months. 

INVENTIONS AWARDS 

The highest Independence Day Award 
of Rs 10,000 has gone to Messrs A-C.K. 
Krishnaswami and Hariprasad for de¬ 
veloping an improved process and plant 
for carrying out fermentation of tea 
leaves. The second highest award of 
Rs 8,000 is being given to four inven¬ 
tors:— M/s R. Dasgupia, N.S. Jayasimha 
K.S. Sitarama Rao and R.Y. Narayan 
for developing a split armature 
telephone receiver. So far the board has 
gtven 257 awards totalling Rs 2.6 
lakhs and sanctioned grants to the tune 
of Rs 5.57 lakhs for the development 
of 309 items. The board has Mr M.S. 
Thacker as President and prominent 
industrialists and representatives of 
government organisations as members. 
The awards are made on the recommen¬ 
dation by a Price Award Committee 
headed by Major-General Pratap Na- 
rain. 

The recipients of other awards in¬ 
cluded Mr D.S. Likhari of Hindustan 
Zinc Ltd, Udaipur (Rajasthan), who 
has been awarded Rs 2,000 for the de¬ 
velopment of a centrifugal blower lined 
with indigenously available fibreglass 
reinforced polyester resins. Prcf V.A/ 
Altekar, Director, National Metallurgi¬ 
cal Laboratory, Jameshedpur gets an 
award of Rs 2,000 for developing 
a process of electrothermal 
dust smelter to convert waste zinc 
hydroxide sludge, a by-product of 
sodium hydrosjlphite plant, into super¬ 


fine zinc dust. Dr. M.R. Krishnamurthy, 
Di V.V. Sastry and MrK.C. Rajaraman 
of Regional Engineering College, Tiru- 
chirapnlli have been awaidcd Rs 2,000 
for developing a single phase induction 
motor with single winding and reduced 
size at no substantial increase in price. 
Dr T. Ramamurthy of the Indian insti¬ 
tute of Technology, New Delhi, hascla- 
imed an award of Rs 1,000 for designing 
a multi-purpose triaxial apparatus for 
testmg soil specimen for shear strength, 
consolidation and swelling characteris¬ 
tics under three different principal stres, 
ses. Messrs A.R. Rajagopalan and C.R, 
Krishnamurthy of Sri Krishna Tiles 
Potteries Pvt. Ltd, Madras, have been 
awarded Rs L000 for developing a 
compressed air automatic stoker and 
timer for feeding metered quantities 
of coal dust into a number of firing lines 
in a brick or tile kiln. Mr Mahinder 
Kumar Bcrmon of Indian National 
Scientific Documentation Centre, New 
Delhi, gets an award of Rs 1,000 for 
developing a microfilm reader-cum- 
xerographic printer. Dr H.V.K. Udupa 
and M/s S. Samputh, K.C Narasimhnm. 
M. Nagalingam. C. J. Raji 
and P. Govinda Rao, scientists 
of Central Elect ro-Chcmical Research 
Institute,Karaikudi, have been awarded 
Rs 1,000 for developing a single-step 
process of electrolytic production of 
perchlorates directly from sodium chlo¬ 
ride solution. Mr Anandi Charana 
Ojha, a blacksmith of Dist. Balasorc 
(Orissa) has been awarded Rs 500 for 
dcvclopming a simple hand-operated 
machine for cutting arecanuts. Mr 
,*awala Prasad of Muzaffarpur (Bibar) 
has been awarded Rs 500 for developing 
an improved direct reading standard 
time sundial provided with till ing facility 
to match the local latitude. Mr A.H. 
Devadas of Bharat Heavy Electricals 
Ltd, Hardwar, has been awarded Rs 500 
for developing a rotating magnetic field 
for visually demonstrating electromag¬ 
netic phenomena like 3-phase stator 
fields, rotating constant amplitude mag¬ 
netic field, reversal effect or phase se¬ 
quence, single phasing and pole-forma¬ 
tion. Mr P.V. Cherivan of Oceano¬ 
graphic Laboratory, Cochin (Kerala), 
gets an award of Rs 500 for designing a 
water circulating apparatus for aquaria. 
Mr V. Thiagarajan of Madras has been 
awarded Rs 500 for developing an instru¬ 
ment to draw ellipses from circular holes 
on an inclined plane by projecting on a 
horizontal plane. Mr. M.A Rangarajan 
of Bombay has been awarded Rs 
500 for making an inexpensive leakage 
tester meant for determining leakage in 
electrical components like condensers, 
transformers, chokes? and valves, Mr 
T.S. Gopalakrishan Iyer of Central 
Institute of Fisheries Technology, 
Ernakulam, has been awarded Rs 500 
for developing a humane method of 
cutting fioglcgs. 
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Company Affairs 


SUTLEJ COTTON 

Sutlej Cotton Mills Ltd has produced 
favourable results for the year ended 
March 31* 1970, with a rise in its gross 
profit to Rs 71.29 lakhs from Rs 45.32 
lakhs for the previous year. The direc¬ 
tors have proposed to maintain its 
equity dividend at Rs 1.30 per share of 
Rs 10 each. Out of the gross profit, de¬ 
preciation claims Rs 8.32 lakhs, taxa¬ 
tion Rs 19.37 lakhs and development 
rebate reserve Rs 6.70 lakhs, leaving 
a net profit of Rs 36.90 lakhs against 
Rs 26.51 lakhs. This surplus has been 
disposed of by transferring a sum of 
Rs 23.25 lakhs to the general reserve 
after providing for the proposed divi¬ 
dend which will absorb Rs 13 65 lakhs. 

ZENITH STEEL 

Zenith Steel Pipes Ltd is facing acute 
shortage of steel, its principal raw ma¬ 
terial. This shortage has affected the 
company’s working for the first 3-1/2 
months of its current year adversely, 
the sales dropping to Rs 185 lakhs 
from Rs 201 lakhs and the production 
to 8,933 tonnes from 10,450 tonnes for 
the corresponding period of the previ¬ 
ous year. The production includes 
7,954 tonnes of galvanised pipes against 
9,440 tonnes. The company has been 
striving hard to get more steel but it 
has not had much success so far. It 
has already made arrangements to im¬ 
port steel but it will be costlier because 
of the premium commanded by re¬ 
plenishment licences. The company’s 
application for imports is awaiting the 
government’s sanction and it hopes to 
get aboyt 25 per cent of its last year’s 
con$umption. The imported supply is, 
however, expected to be costlier by 
about Rs 500 per tonne compared to the 
indigenous material. The company has 
plans to double its production capacity 
to 72,000 tonnes and the necessary appli¬ 
cation for this sanction has already been 
made. Meanwhile, the production in the 
tools manufacturing division has im¬ 
proved this year with a better raw ma¬ 
terials position and it is expected to 
make a good contribution to the current 
year’s profit of the company. Exports 
of pipes yield a marginal profit and en¬ 
able the company to import its raw ma¬ 
terials. The total exports during the first 
three and a half months of the current 
year have aggregated to 2,273 tonnes 
valued at Rs 28.05 lakhs f.o.b, against 
the 1969-70 exports of 18,900 tonne*, 
the shipments dropping from 986 tonnes 
in May to 267 tonnes in July, although 


the quantity for August is expected to 
be higher at about 4(X) tonnes. 

BIRLA COTTON 

The preliminary statement released 
by Birla Cotton Spinning and Weaving 
Mills Ltd reveals a net profit of Rs 
9.13 lakhs for the year ended March 
1970 against Rs 10.54 lakhs for the 
preceding year. These figures are 
arrived at after providing Rs 19.49 
lakhs for depreciation, Rs 4.99 lakhs 
for development rebate reserve and 
Rs 9.30 lakhs for taxation. The 
directors have proposed to maintain 
the ordinary dividend of one rupee per 
share and this is payable out of general 
reserve to which the whole profit has 
been transferred. 

BOMBAY DYEING 

The directors of the Bombay Dyeing 
^ and Manufacturing Co Ltd have pro¬ 
posed ail interim dividend of a rupee 
per share for the current year. 

TITAGHUR PAPER 

The directors of the Titaghur Paper 
Mills Company Ltd have skipped the 
dividend on the A and B ordinary shares 
for the year ended March 1970. The 
dividend on the preferred ordinary 
shares is, however, maintained at 13 
per cent. The directors have also de¬ 
cided to recommend an interim divi¬ 
dend of 30 paise per share on the A and 
B ordinary shares lor the current year 
payable on or after October 30. 

MUKAND IRON 

Mukand Iron has reported an increase 
in its earnings for the year ended March 
31, 1970. Consequently the directors 
propose to raise the equity dividend to 
12 per cent for the year fjrom 6 per cent 
paid lor the previous year. The com¬ 
pany had skipped the dividend for 1967- 
68. The company’s gross profit has in¬ 
creased to Rs 188.38 lakhs from Rs 
71.11 lakhs despite a modest decline 
in sales to Rs 15.07 crores from Rs 
16.35 crores. Out of the gross profit, 
the directors have proposed Rs 57.44 
lakhs for depreciation. As in the previ¬ 
ous year, no provision has been made for 
taxation. The allocation to the develop¬ 
ment rebate reserve amounts to Rs 103 
lakhs. This leaves a net profit of Rs 
27.93 lakhs against Rs 14.86 lakhs. 
After writing back excess provision 
amounting to Rs 2.33 lakhs, the surplus 
available for disposal amounts to Rs 
30.26 lakhs. The proposed equity 
dividend will claim Rs 29.35 lakhs. The 


surplus of Rs 90,325 is transferred to the 
general reserve. 

PREMIER TYRES 

A prolonged strike of 80 days in the 
factory has affected the working of 
Premier l yres Ltd during the year ended 
March 31, 1970. Sales have come down 
to Rs 7.23 crores from Rs9.07crores 
and the gross profit to Rs 37.76 lakhs 
from Rs 79,41 lakhs. The directors 
have decided to cut the equity dividend 
from 10 per cent to eight per cent for 
the year. The factory has worked for 
191 days during the year against the 
normal working of 285 days including 
15 days lay off for annual boiler ins¬ 
pection. Out of the gross profit of 
Rs 37.76 lakhs, the directors have 
provided Rs 20.63 lakhs for depre¬ 
ciation, Rs 4.51 lakhs for develop¬ 
ment rebate reserve and Rs 50,000 for 
taxation. The net profit thus works 
out lower at Rs 12.11 lakhs. The direc¬ 
tors have transferred Rs 12.21 lakhs 
to the general reserve. Equity and 
preference dividends amounting to 
Rs 16.23 lakhs will be paid from the 
general reserve. This year there will be 
a net drawing of Rs 7.12 lakhs from 
the general reserve for payment of di¬ 
vidends. 

PREMIER AUTO SALES 

According to the preliminary figures 
released by the Premier Automobiles 
Ltd during the year ended June 30, 
1970, the turnover is expected to be 
around Rs 32.41 crores compared to 
Rs 30.22 crores in the previous year. 
The company has fold during 1969-70, 
as many as 12,034 Fiat cars and 
3,936 trucks against 12,220 cars and 
3,727 trucks a year before. 

SYNDICATE BANK 

1 he directors of Syndicate Bank Ltd 
have proposed a dividend of 20 pet cent 
for the year 1969 arid an interim divi¬ 
dend of 10 per cent for the current year. 
The bank has earned a net profit of Rs 
3.91 lakhs after providing for taxation 
and making other adjustments. 

DHARANGADHRA CHEMICAL 

Dharangadhra Chemical Works Ltd 
will enter the capital market on Sep¬ 
tember 1, 1970, with an issue of 35,000 
9.5% redeemable cumulative third 
preference shares of Rs 100 each (free 
of companies* tax but subject to deduc¬ 
tion of tax at source at the prescribed 
rates). The issue will close on September 
17, 1970, or earlier at the discretion of 
directors but not before September 
5, 1970. The proceeds of the issue will 
be utilised for redeeming 7.8 per cent 
cumulative redeemable preference 
shares of Rs 100 each, of the face value 
of Rs 35 lakhs. The company has an 
authorised capital of Rs 3 crores 
and issued subscribed and paid-up capi- 
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tal of Rs 2.59 owes, The entire issue 
has been urrderwritten by the LIC, Unit 
Trust of India, New India Assurance 
Company Ltd and Dhirajlal Mancklal 
Pursothwmlas. 

BANK OF INDIA 

The directors of the Bank of India 
Ltd have declared an interim dividend 
of eight per cent for the current year. 
The dividend for the year ended De¬ 
cember 1969 has been passed over. 
The company paid a dividend of 18 
per cent for the year 1968. 

SIMCO METRES 

Simco Meters Ltd has recorded dur¬ 
ing the year ended March 31, 1970, a 
profit of Rs 12.10 lakhs against Rs 
5.58 laklu; in the preceding year. The 
directors have recommended a divi¬ 
dend of 10 per cent on equity shares 
Depreciation claims Rs 2.41 lakhs 
against R:> 2 35 lakhs. Development 
rebate reserve gets Rs 6.43 lakhs 
against Rs 90,000, taxation Rs 0.42 
lakh and loan amortization reserve 
Rs 0.40 lakh. The proposed dividends 
will absorb Rs 3.45 lakhs. The 
balance of Rs 13,000 is carried for¬ 
ward. The turnover has recorded an 
increase of 67 per cent at Rs 94.43 
lakhs. The order book for the current 
year is full. The directors state that 
though maximum demand indicators 
have good market the company is 
handicapped by the delay in the issue 
of an import licence for registers which 
are an essential ingredient. Notwith¬ 
standing the spurt in the demand for 
single phase and polyphase meters, the 
company has decided to maintain its 
diversification programme with steady 
production of electronic components. 

SARU ENGINEERING 

Saru Engineering Corporation Ltd 
will enter the capital market with a 
public issue of Rs 10.61 lakhs dividend 
into 4,000 preference shares of Rs 100 
each and 26,440 equity shares of Rs 
25 each to finance its plans for the manu¬ 
facture of 1,500 tonnes of aluminium 
alloys and 1,500 tonnes of aluminium 
alloy rods and wires. The subscription 
list opened on August 26 and closes on 
September 8 or earlier but not before 
August 31. Most of the company's 
items will be manufactured for the first 
time in India. Aluminium alloys are 
in great demand in the country for use 
in automobiles, aircraft, marine vessels, 
railway coaches and general engineer¬ 
ing industries, while aluminium alloy 
wires and rods arc used for making 
rivets, highly stressed parts and com¬ 
ponents of aircraft and marine vessels. 
The company has an authorised 
capital of Rs 150 lakhs and an 
issued and subscribed capital of Rs 14 
lakhs. The factory will be located 


EASTERN ECONOMIST 

in Meerut and is expected to start com¬ 
mercial production by December 
this year. The cost of the project will 
be about Rs 45 lakhs which will be met 
by raising shares worth Rs 24 lakhs, a 
loan of Rs 21 lakhs from various banks 
and the UP Financial Corporation. 

FRICK INDIA 

Frick India Ltd will shortly enter the 
capital market with a public issue of 
Rs 22 lakhs in equity shares of Rs 10 
each to meet its working capital for its 
operations including its new project to 
manufacture Worthington centrifugal 
packaged chillers in technical collabora¬ 
tion with Climatrol Industries, Inc, 
USA, a subsidiary of Worthington 
Corporation of America. The company 
has an authorised capital of Rs one crore 
and an issued and subscribed capital 
of Rs 37.70 lakhs. Presently 81 per cent, 
of capital is held by the Hilding Com¬ 
pany — Frick company of USA. The 
company has its factory at Faridabad, 
and is engaged in the manufacture of 
cooling equipment for industrial uses 
such as cold storages etc. Eighty per 
cent of its output is for industrial appli¬ 
cation and 20 per cent for comfort i.e. 
domestic applications. Its first licensed 
capacity is Rs 5 crores while its second 
licensed capacity is for 100 centrigufal 
packaged chillers valued Rs one crore. 
Centrifugal packed chillers are ideally 
suited for the air-conditioning of multi¬ 
storeyed buildings in the chemical and 
petrochemical industries. The company 
expects to complete its first installation 
of centrifugal unit before the end of 
1970 in one of the skyscrapers in 
Bombay. 

LARSEN AND TOUBRO 

Mr H. Holck-Larsen, Chairman of 
Larsen and Toubro Ltd has indicated 
that the year 1970-71, will prove to be 
an exceptionally good year for the com¬ 
pany. His hope is based on the fact 
that the company’s turnover for the 
first four months has risen by 65 per 
cent to Rs 5.31 crores. Besides, the 
backlog of orders pn July 31, 1970, was 
Rs 24 crores against Rs 18 crores a 
year before. Tne production in the 
company's workshops has kept pace 
with the rise in the turnover. Barring 
unforeseen circumstances, the total 
turnover this year is expected to be 
substantially higher than the previous 
year. The directors are confident about 
maintaining the dividend for the current 
year. The company’s general policy is 
to plough back profits to strengthen its 
reserves position. The company has 
applied for industrial licences to manu¬ 
facture machinery for rubber tyres, 
some products in the electronics in¬ 
dustry and agricultural machinery, 
when sanctioned, these schemes will 
need extra financial resources and the 
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management will approach the share¬ 
holders at the appropriate time- The 
company has no plans for merger with 
any banking or industrial company. 

TATA POWER COMPANIES 

Three companies in the Tata group 
of electric companies have reported 
their results for the year ended March 
31, 1970, with higher sales and profits. 
All the three companies have proposed a 
final equity dividend of seven per cent, 
for the year. Together with the interim 
dividend of five per cent already paid, 
the total dividend is 12 per cent for the 
year, the same as was paid for 1968-69. 

Tata Power 

Sales of the Tata Power Co. Ltd 
have risen to Rs 16.44 crores from 
Rs 14,08 crores and the profit after 
providing for depreciation and manag¬ 
ing agents* remuneration to Rs 210.57 
lakhs from Rs 160.81 lakhs. The pro¬ 
vision for development rebate reserve 
is Rs 40.8‘9 lakhs and for other statutory 
appropriations Rs 49.92 lakhs. After 
making some adjustments the amount 
available for disposal is Rs 119.87 
lakhs. Interim preference and equity 
dividends absorb Rs 36.22 lakhs. Gene¬ 
ral reserve gets Rs 83.60 lakhs. Final 
dividends will absorb Rs 47.57 lakhs 
and paid from the general reserve. 

Andhra Valley 

Sales of the Andhra Valley Power 
Supply Co. Ltd have increased to 
Rs 10 crores from Rs 8.64 crores and 
the profit after providing for depre¬ 
ciation and managing agents’ remu¬ 
neration to Rs 113.77 lakhs from Rs 
88,71 lakhs. The provision lor de¬ 
velopment rebate reserve is Rs 25.02 
lakhs and for other statutory appropria¬ 
tions Rs 28.99 lakhs. The amount 
available lor disposal is Rs 63,71 
lakhs. Interim dividends had absorbed 
Rs 21.15 lakhs. A sum of Rs 42^50 
lakhs ha3 been transferred to the gene¬ 
ral reserve from which final dividends 
absorbing Rs 27.82 lakhs will be paid. 

Tata Hydro 

The Tata Hydro-Electric Power Sup¬ 
ply Co. Ltd has reported higher sales 
of Rs 6.85 crores (Rs 5.92 crores) and 
profit, after providing for depreciation 
and managing agents’ remuneration, 
of Rs 94.53 lakhs. The provision 
for development rebate reserve is Rs 
22.16 lakhs and for other statutory 
appropriations Rs 20.73 lakhs. The 
amount available for disposal is Rs 
45.39 lakhs. Interim dividends have 
absorbed Rs 16.33 lakhs. General re¬ 
serve gets Rs 29 lakhs from which 
final dividends absorbing Rs 21.60 
lakhs will be paid. 
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IEA Is 75 


The Indian Engineering Associa¬ 
tion—IEA—is a national association 
representing the engineering industry in 
India. IEA has its headquarters in Cal¬ 
cutta with regional offices in Bombay, 
Madras and New Delhi and its strength 
and influence reflect the support it 
receives from the organised sector of the 
engineering industry — support which 
has made it a premier industrial asso¬ 
ciation and a national point of reference 
for government, the planners, financial 
institutions, trade unions and industry. 

With the start of the change over from 
the manual to the mechanical processes 
in the last quarter of the nineteenth cen¬ 
tury and with the increasing number of 
manufacturers, an association known as 
the Engineering and Iron Trades Asso¬ 
ciation (EITA) was formed in December 
1895. On May 24, 1912, the name of 
EITA was changed to “Indian Engineer¬ 
ing Association”. IEA is, therefore, now 
in its 75 years of service to the en¬ 
gineering industry and to the nation. 

IEA Objectives 

(1) To provide for the engineering 
industry in India the names of formu¬ 
lating, making known and influencing 
general policy and to act as a national 
point of reference. 

(2) To enhance the contribution of 
the engineering industry to the growth 
and development of the national eco¬ 
nomy and to encourage members to 
be progressive. 

(3) To encourage the efficiency of the 
engineering industry. 

(4) To foster good relations with 
government, suppliers to and con¬ 
sumers of the engineering industry. 

(5) To encourage healthy industrial 
relations. 

(6) To assist the engineering industry 
to meet its social obligations. 

IEA started with 12 engineering com¬ 
panies and it now stands with a mem¬ 
bership of over 500 spread throughout 
the country. IEA members: 

• employ over 6.2 lakhs of persons, 

• represent investment of over Rs 

2,320 crores, 

• manufacture and handle more than 

2,000 groups of items, 

• contribute to more than 58 per cent 

of the total engineering exports from 

India. 

At present IEA structure consists 
of a General Committee, regional com¬ 


mittees, divisional committees and a 
variety of sub-committees. Whereas 
the General Committee deals with all- 
India matters, the regional committees 
are concerned with regional problems 
and the divisional committees piovide 
services to dilferent sectors of the en¬ 
gineering industry such as boilers and 
pressure vessels, cranes and hoists, 
foundry, mining equipment, electrical 
engineering, ship building and repairing, 
railway wagons and components, sugar 
machinery, structural fabrication, weld¬ 
ing, etc. There are also a number of 
sub-commit tecs covering such subjects 
as raw materials, industrial relations, 
contracts, productivity, membership, 
collaboration, development, statistics 
and research, public relations, etc. 

IEA Services 

With the growth and expansion of 
the engineering industry, IEA services 
have multiplied and diversified. These 
cover a variety of subjects such as 
finance, industrial development, raw 
materials, research and development, 
export promotion, import substitution, 
supplies to government, collection and 
dissemination of statistics, the prepa¬ 
ration of publications, industrial re¬ 
lations, industrial law, productivity, 
training, etc. Apart from the general 
services rendered by the Association, 
more specialised industry-wise services 
are made available through trade and 
industrial divisions, of which there are 
23 at present, covering the needs of 
different sectors of the industry. 

IEA provides regional services 
through offices in different centres and 
the local and regional problems of mem¬ 
bers are dealt with at that level. Semi¬ 
nars and Symposia cm subjects of 
concern are also organised from time to 
time and the association liaises with a 
variety of chambers of commerce and 
other organisations, to mutual benefit. 
IEA also provides services to members 
through its representations on impor¬ 
tant central and state government com¬ 
mittees constituted to deal with parti¬ 
cular subjects. 

Some of the more important promo¬ 
tional services cover: 

Regional Services: A wide variety 
of general and personalised services 
benefit the regional members. The 
regions which concentrate on local 
problems, are represented on regional 
bodies and provide labour and other 
advisory services. Useful meetings 
with government bodies and semi¬ 
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nars on various subjects are also orga¬ 
nised to the benefit of members. 

Specialist Divisions: The twenty- 
three divisions covering diverse and 
specialised trades and industries service 
the common interests and problems of 
the different sectors of the industry. 
These divisions which operate through 
elected committees, have added a new 
dimension to the association's structure 
and services 

Export Promotion: The association 
which is now recognised by govern¬ 
ment as an “approved organisation” 
for export, provides through its Ex¬ 
port Services Department, personalised 
services to members, disseminates useful 
information and publishes reports on a 
variety of subjects covering export pro¬ 
motion. 

Statistical Research: The Research 
and Statistics Department collects and 
analyses data of interest to members 
and for use in special studies, publishes 
statistical information on a monthly 
basis and issues a comprehensive Hand¬ 
book of Statistics , which provides a 
ready source of statistical and other 
information. 

Internal Trade: The association deals 
with matters arising out of purchase 
and sale of materials, problems which 
impede the development and promotion 
of internal trade; other matters cover 
government purchasing policy and pro¬ 
cedure, conditions of contract, price 
variation clauses, etc* i.e., all problems 
faced by the engineering industry in 
regard io supplies to government agen¬ 
cies. 

Raw Materials: The Raw Materials 
Sub-Committee, deals with the entire 

TREND IN ENGINEERING EXPORTS 
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subject of essential raw materials. 
The association has done extensive 
work on iron and steel, and is still 
continuing its dialogue with the go¬ 
vernment departments concerned and 
the steel industry. IEA is represented on 
the Iron & Steel Advisory Council and 
it maintains close liaison w ; th other 
appropriate organisations. 

Research and Devlopment: The 

association is keen to establish close 
contacts between research institu¬ 
tions and industry and its activities 
are directed towards assisting industry 
by advising it of the research carried 
out by national laboratories. Infor¬ 
mation regarding new products, de¬ 
velopment of new designs, method im¬ 
provement etc., is disseminated to mem¬ 
bers through publications and circulars. 
On the other hand, IEA is also in touch 
with research laboratories and keeps 
them advised of the industry’s think¬ 
ing a nd problems. 

Import Substitution: Association 
members are encouraged to develop 
indigenous substitutes for imported 
equipment. Lists of imported items are 
compiled and circulated to members. 
Discussions with government authorities 
arc also held to promote import substi¬ 
tution. Other activities cover dissemi¬ 
nation of information about indigenous 
development of products and processes, 
support for exhibition'* to promote im¬ 
port substitution, etc. 

Technical Training: Apart from orga¬ 
nising seminars on training and training 
courses, surveys on technical training 
are also conducted and result published. 
Close contacts are also maintained with 
different training institutions and appro¬ 
priate government authorities for skill¬ 
ed manpower development. 

Publications: The association’s Mon¬ 
thly News Bulletin helps inform mem¬ 
bers, the public, government and 
the press of the wide range of associa¬ 
tion activities; this department also 
issues industry-wise trade directories, 
study reports and folders and other 
literature. 

Productivity: The association takes 
a keen interest in developing producti¬ 
vity consciousness at the national level, 
industrial level and plant level. Surveys 
on productivity are also carried out 
from time to time. 

Industrial Relations: The Industrial 
Relations Department gives a compre¬ 
hensive labour welfare legislation in 
solving members' individual and collec¬ 
tive problems; maintains dose contact 
with the central and state governments. 

Industrial Law: The Industrial Law 
Department gives services on the legal 
aspects of industrial relation problems, 
conducts cases before the tribunals; 
etc. 

As the Association and the industry 


grow, the number of services that can 
be provided to members develops pro¬ 
gressively and IEA speaks for its mem¬ 
bers and fosters their interests by re¬ 
presenting the industry’s collective views 
on general policy matters. IEA offers 
practical assistance to its members in 
dealing with problems but, it does not 
function merely as a representing body 
but also as an advisory body both to 
government and to industry. 

Any company employed in whole or 


in part in automobile, civil, mechanical, 
structural, metallurgical, electronic, ele- 
crical chemical, agricultural, marine or 
other forms of engineering activities, 
or employed in the design, production, 
distribution, maintenance or repair of 
engineering goods, or providing engi¬ 
neering consultancy services, are- 
eligible for membership of the IEA, Any 
association having engineering or allied 
interests may join IEA as an affiliate 
member. 
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Abs Delegation Report 


The West German industrialists and 
bankers led by Mr Herman J. Abs 
visited this country from January 11 to 
26 this year in order to assess the cli¬ 
mate for investment and explore possi¬ 
bilities for Indo-German collaboration. 
The delegation had a series of meetings 
with various ministries of the Govern¬ 
ment of India, state governments, 
chambers of commerce, businessmen 
and industrialists. The delegation has, in 
its report, lauded the economic progress 
achieved in may sectors which are likely 
to hamper our industrial progress. The 
recommendations of the Dutt Commi¬ 
ttee report, in the view of the delegation, 
are likely to have a negative effect on 
potential investors. 

The report of the delegation follows: 
At the invitation of the Indian In¬ 
vestment Centre a German delegation 
of industrialists and bankers led by Dr. 
Abs toured India from January 11th to 
26th, 1970, to gain a first-hand impres¬ 
sion of the investment climate and the s 
various possibilities of investment. 
Among other places the delegation went 
to Bombay, Poona, Baroda, Ahmeda- 
bad, Bangalore, Madras, Vishakapat- 
nam, Jamshedpur and Rourkela; indi¬ 
vidual companies and works were visi¬ 
ted and discussions held with the state 
governments as well as with industrial 
and business associations and banks. 

In the concluding talks with the Go¬ 
vernment of India in New Delhi the dele¬ 
gation had the opportunity to give its 
assessment of the industrial efficiency 
of India and name some of the pre¬ 
requisites for positive decisions by 
German businessmen to invest in India 
or co-operate with Indian companies in 
third countries. 

The following report gives the im¬ 
pressions gained in India and the results 
of the talks held. The conclusions 
reached by the delegation are necessari¬ 
ly more of a general nature; German 
businessmen interested in co-operation 
with Indian firms should examine with 
due care and if possible on the spot the 
conditions relevant to each idividual 
case. 

A. Climate of Investment 

The talks held in India showed that 
the government as well as the industrial 
and business associations and individual 
companies in the private sector are 
basically very much in favour of co¬ 
operation with German firms. German 
direct investment in India was repeatedly 
described as too low — particularly in 
comparison with German investment in 
South America — and the question was 
frequently raised, why German business¬ 
men do not to a larger extent take ad¬ 
vantage of the market and labour po¬ 
tential available at long term in India. 

In this connection attention was also 


drawn to the economic successes of the 
last few years achieved despite political 
and social tension in certain Indian 
states. The Indian government is aware 
of the foreign investors' hesitancc with 
regard to future political change, parti¬ 
cularly about the increasing tendencies 
towards government influence in pri¬ 
vate industry or further measures of 
nationalisation; the Prime Minister, 
Mrs Indira Gandhi, however, declared 
to the delegation that India will always 
maintain the concept of constitutio¬ 
nal democracy and that all measures 
towards a solution of existing social 
tension will be taken on a constitu¬ 
tional basis. 

It is of importance for the German 
investor that there has been agreement 
on the protection of capital investments 
between the Federal Republic of Ger¬ 
many and India since 1964, which 
forbids discriminatory treatment, en¬ 
sures adequate compensation in the 
event of nationalisation and guaran¬ 
tees the transfer of profits and dividends, 
the proceeds of liquidation and com¬ 
pensation for nationalisation. 

There has been considerable econo¬ 
mic progress in India in many sectors, 
particularly in agriculture, technical 
know-how and exports. Industrial 
development could certainly be further 
stimulated under an economic policy 
directed to this aim and allowing even 
more scope for private initiative, which 
is abundant in India. At any rate, in 
view of the less favourable experience 
with large enterprises in the public sec¬ 
tor during the last few years the prio¬ 
rity given to an extension of the econo¬ 
mic activities of the public enterprises 
does not seem to be the best solu¬ 
tion economically; in some sectors 
it also impedes the success of private 
enterprise. The tendency to increased 
government influence in the private 
sector as it is revealed especially by the 
recommendations of the Dutt Commi¬ 
ttee, probably has a negative effect on 
potential investors. The administrative 
difficulties and delays in granting the 
necessary government licences for the 
establishing, extension and supply of 
private companies in India already re¬ 
quire so much planning and human 
effort that many an investor, despite 
the market potential and investment 
incentives offered by India, prefers to 
employ his capital in countries with « 
less red-tape. 

The Indian government has recog¬ 
nised that this constitutes a disadvantage 
and informed the delegation that pro¬ 
posals for foreign investment would in 
future be dealt with more flexibility. 
The establishment of the Foreign In¬ 
vestment Board is to help shorten the 
authorisation procedure. Import li¬ 
cences for equipment, raw materials, 


accessories and spare parts — particu¬ 
larly for export-oriented industries — 
arc to be more readily granted. Accord¬ 
ing to Mrs Gandhi the Indian govern¬ 
ment also intends to be undogmatic in 
future in approving and prolonging 
licence agreements and majority hold¬ 
ings. 

Altogether the delegation gained the 
impression that the Indian government 
will continue to encourage foreign in¬ 
vestment. Considerable tax incentives 
(there has also been a Double Taxation 
Agreement with the Federal Republic 
of Germany since 1959), the transfer of 
profits, in the whole very smooth des¬ 
pite the high degree of foreign indebted¬ 
ness, the admirable standard of educa¬ 
tion and training achieved by Indian 
workers, the efficient and well-organised 
credit facilities, the relatively good in¬ 
frastructure in wide areas of India and 
the generous support offered by many 
state governments are not uninteresting 
to foreign investors. 

B. Obstacles to Investment 

The delegation did not hesitate to 
draw attention during the talks to nume¬ 
rous obstacles in the way of the stronger 
engagement of German firms in India 
desirable from the Indian point of view. 

In this connection in the legislative 
sphere the planned reduction in patents 
protection (the draft of the new bill is 
at present before Parliament) and the 
limitation on tax exemption for foreign 
experts (as drafted in the Taxation Law 
Amendment BUI 1969) effective as from 
April 1, 1970 were mentioned. As the 
Indian government informed the dele¬ 
gation, the recommendation of the 
Dutt Committee (that the power given 
to the government under the Compa¬ 
nies Act to convert government 
loans to private companies into partici¬ 
pations — shall be extended to ail pub¬ 
lic financial institutions) will not be 
implemented through the legislature. It 
will be left to the financial institutions 
to decide in each individual case whe¬ 
ther to protect their rights they will 
insert a corresponding clause into the 
loan contract, whereby, however parti¬ 
cipation even in the management of the 
company seeking the loan may be possi¬ 
ble. 

In the administrative sphere the multi¬ 
plicity of competencies, the complica¬ 
ted administrative guidelines and the 
slow licence procedure at every stage 
were criticised. The delegation also 
pointed out that the imposition of short¬ 
term export quotas when granting li¬ 
cences for the foundation of new com¬ 
panies in the industrial sector was often 
unrealistic; moreover the request for 
world-wide export freedom presup¬ 
poses in a number of cases recogni¬ 
tion of a permanent partnership which, 
however, is not possible under the 
licence practice in India. 

Doubts were voiced above all con¬ 
cerning the tendency of Indian autho- 
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ritics to make decisions on applications 
for the extension and alteration of exist¬ 
ing joint ventures dependent on a reduc¬ 
tion of the foreign participation and an 
alteration of the co-operation agreement 
to the disadvantage of the foreign part¬ 
ner. The leader of the delegation also 
drew Mrs Gandhi's attention, in the final 
talk, to the necessity of maintaining the 
confidence of the foreign investor. 
Observation of the principle pacta sunt 
servamla for existing joint ventures 
would also effect the decisions of new 
investors. They, and the old investors, 
should be able to rely on the fact that 
not very opportunity was exploited to 
alter the conditions of the partnership 
to their disadvantage. This was in 
principle acknowledged by Mrs Gandhi. 

However, she regarded the conclu¬ 
sion of unlimited co-operation agree¬ 
ments with foreign firms as irreconci¬ 
lable with Indian economic policy- It 
was the aim of every developing country 
to increase the efliciency and the techni¬ 
cal know-how of domestic firms. — In 
the question of limiting licence agree¬ 
ments to a certain period and amount — 
usually only agreements for five years 
and for licence fees of 3 to 5 per 
cent are approved — she indicated 
a more flexible attitude on the part of 
the government ‘‘according to the indi¬ 
vidual circumstances.” The delegation 
on various occasions drew attention to 
the difficulties raised by Indian authori¬ 
ties in granting labour and resident 
permits for foreign experts. The Indian 
side in turn complained that in the past 
foreign firms had sometimes introduced 
poorly qualified staff at excessive cost 
into Indian joint enterprises. However, 
both government and industrial re¬ 
presentatives agreed that also in the 
future it would be necessary to take in 
foreign key personnel to avoid disrup¬ 
tion of the production process and 
attain a better quality for Indian pro¬ 
ducts. 

C. Possibilities of Investment 

The Indian Investment Centre gave 
the delegation the surveys of those scc- 
lors of industry where co-operation with 
German firms in the form of licence 
agreements or capital participation is 
particularly desired. The leader of the 
delegation agreed to make these sur¬ 
veys sufficicntnly known to German 
industry and to support Indian efforts to 
gain co-operation with German firms. 

On the strength of its observations 
in India, the delegation feels justified in 
stating that in view of its long-term mar¬ 
ket potential and the good labour po¬ 
tential already available, and with due 
allowance for the political and economic 
risks that individual enterprises may in¬ 
cur, India does otter opportunities for 
successful joint ventures or partnership 
arrangements in some other form. The 
interest of Indian industrialists in co¬ 


operating with German firms in the 
fields of advanced technology* particu¬ 
larly electronics, petrochemistry, ship - 
building and specialised mechanical 
engineering, is pratifyingly keen. Good 
investment opportunities are available 
particularly for medium-sized and 
small firms; difficulties in choosing a 
partner could be overcome with the 
help of the Indian Investment Centre 
and the Indian development banks. 
Co-operation with large companies in 
India will be more difficult in future, 
in view of the recent reformulation of 
the Indian government's policy on 
industrial licences, whereby in future in¬ 
vestment will only be permitted in cer¬ 
tain sectors (“core sector”) and even 
there may be only in joint ventures with 
the public sector (“joint sector”). 

More differentiated arrangements 
would be advisable for future invest¬ 
ment in India to take more account of 
the different economic conditions. Fo¬ 
reign majority holdings will only be 
possible, and can only be retained* in 
a few cases — where the products need 
high research and development costs 
and have a trademark. During the 
talks, however, the Indian government 
also showed understanding tor the fact 
that licence agreements alone do not 
always suffice to give the foreign inves¬ 
tor a guarantee that the standard of 
quality will be maintained and enable 
him to include the Indian joint venture 
in his world-wide production and sales 
organisation. But certainly foreign 
investors will have to adapt to the in 
fact justifiable desire on the part of the 
Indian government that joint ventures 
should provide a larger percentage of ex¬ 
ports as well as meeting demand on the 
domestic market. To increase exports 
labour-intensive products (with accept¬ 
able shipping costs) would be parti¬ 
cularly suitable, the Indian partner hay¬ 
ing the pre-requisites to produce in 
adequate quality and meet delivery 
dates. 

In this connection the problem of 
proceesssing and semi-manufacture 
contracts was often raised. The shortage 
of labour in Europe and the fact that 
well-qualified workers, technical know¬ 
how and engineering capabilities are 
available in India makes it seem expedi¬ 
ent to give processing or semi-manufac¬ 
ture contracts to India. Products by 
the German parent company with a high 
proportion of wage costs and a low 
proportion of transport costs could be 
imported duty free or under proof of 
identity to India for manufacture or 
completion and from there either re¬ 
turned to the German market or ex¬ 
ported to third countries. In such 
a procedure the question of investment* 
capital expenditure and participations 
wouid play a less important role. The 
Indian side would have the positive 


effect in the employment and training 
of domestic labour and the inflow of 
foreign exchange through the wage costs 
for the finished product. The Indian 
government accordingly envisaged the 
greatest possible degree of flexibility 
for this form of co-operation. The practi¬ 
cal and formal conditions (customs, 
EEC regulations) would have to be exa¬ 
mined for each individual case. 

As a further possibility of co-opera¬ 
tion joint tenders for investment pro¬ 
jects in third countries were discussed. 

German firms might be interested in 
providing only the engineering for pro¬ 
jects involving large, heavy equipment 
and high transport cost, while the pro¬ 
duction and assembly is done by Indian 
firms in which they might perhaps have 
a minority holding. 

It was also suggested to set up Ger¬ 
man-Indian joint ventures in third 
countries, particularly in those regions 
where Indian industrialists — more than 
German businessmen — have been en¬ 
joying close relations since long. 

Concluding Remarks 

The visit was excellently organised by 
the Indian Investment Centre an en¬ 
abled the delegation to gain a good over¬ 
all impression in a short time of present 
investment conditions in India. The 
talks with the government and Indian 
businessmen were very frank and helped 
to promote understanding of India’s 
problems. 

The Federation of Indian Chambers of 
Commerce and Industries (FICCI) sug¬ 
gested that the exchange of views be¬ 
gun with the delegation be continued 
within the framework of a so-called 
Standing Group. The members of this 
German-Indian committee could be 
nominated on the one side by the Fede¬ 
ration of German Industries (BDI) and 
on the other side by the FICCI in co¬ 
operation with the Indian Investment 
Centre. 

In this committee the investment lists 
put forward by the Indian side could be 
examined, practical cases, particularly 
obstacles to investment could be dis¬ 
cussed and general questions of German- 
Indian co-operation be studied in 
depth. (The results might be discussed 
within the framework of the annual 
financial negotiations between the Go¬ 
vernment of the Federal Republic of 
Germany and the Government of India, 
together with representatives of in¬ 
dustry, with the aim of finding concrete 
solutions). Such continuous co-opera¬ 
tion between business associations and 
industrialists of both countries would 
also enable German potential investors 
to keep up to date on changes in invest¬ 
ment conditions in India and become 
better acquainted with their future part¬ 
ners than is possible on short visits. 
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GWALIOR SUITING 


GWALIOR SUITING*MEN ARE MEN WHO HAVE AN EYE OF ORIGINALITY 


AVAILABLE IN DELHI AT: 

Mills' Retail Depot, A-25, Connaught Place; Sylco, 11-E, Connaught Place; Bhagirathmal & 
Sons, Opp. Bank of India, Chandni Chowk; Rajkamal Emporium, IJ3-E, Kamla Nagar and other 
leading stores. 

DISTRIBUTORS : Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Hamarain, Chandni Chowk; Pindidass Shani & Sons. Katra Ashrafi; S. R. Traders, Katra Moti ; 
Kalasingh & Sons. Kalra Subhash; Lucky Silk Store, Katra Rathi;. Anand Prakash & Sons, 
Nat Sarak; Mahindra Cloth House. Chandni Chowk; Ganpatrai Jagdishnarain, Katra Msirwan , 
Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya. Chandni Chowk. Delhi. 

AGENTS ; Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K. Traders, Katra Neel,' 
Cbandm Chowk. Delhi, 
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TC believes 
that research 
begets 
progress 



India Tobacco Company Umitod ha* 
always believed diet research la the. 
corneratone of true progress. Its f 
research establishment has helped to 
assess consumer demand and 
preferences, to create and develop new 
products In conformity with such 
consumer demands end then to maintain 
high product quality. A beginning has 
now been made with exporting Its r 
knowhow, acquired over the lest 
18 years to some countries in the East. 
India Tobacco’s research has also helped 
indigenous manufacturers of machinery, 
of packing materials like corrugated 
cardboard boxes, board for making 
packets, transparent film for wrapping 
and so on, of "components" like filter 
tips and cigarette paper, to set 
"standards" and develop new materials 
to substitute imports. 

The well-equipped research 
establishment of Indian Leaf Tobacco 
Development Company Limited, ITC's 
sister concern and tobacco supplier, 
manned by highly qualified agronomists 
and scientists, has assisted for over 40 
years in the development of Indian 
tobacco for both domestic and export 
purposes. Such research and 
development work includes 
fundamental activities like improving 
the quality of tobacco grown, the 
extension of tobacco cultivation in 
various parts of the country, pest 
control, yield increase of tested crop 
strains and innovation of new varieties 
of tobacco increasingly required by 
export markets, the supply of pure seeds 
and tailor-made fertilisers on credit 
to farmers and demonstration of the 
latest cultural practices. 

This commitment to research has 
resulted in the continuous improvement 
of the tobacco crop with attendant 
benefits to 240,000 people who are 
dependant on tobacco cultivation, and 
to huodreds and thousands of others 
involved in the manufacture and 
marketing of tobacco products* 
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India has been very much iii the international news lately and the headlines have 
not exactly been flattering. Nevertheless, even if the elements of sensationalism 
common to popular journalism are to be deplored it is apparent that the Sunday 
Times (London) has done a real service to this country as well as the Roman Catho¬ 
lic Chruch by bringing out some of the facts relating to the recruitment of girls in 
Kerala for service in convents in some countries in Europe. 

It is not necessary to maintain that this “nun-running”, as it has been des¬ 
cribed in the press, was a wholly or merely mercenary racket from beginning to end 
in order to plead that this affair or situation needs to be thoroughly investigated by 
the Government of India and the state government concerned so that no scope is 
left for any kind of exploitation of any citizen in the mime of religion. As is so 
often the case, motives which may be intrinsically worthy, are apt to get mixed up 
with purposes which are far less easy to justify and on this ground, if on no other, 
the leaden? of the Roman Catholic Church in our country should find it just and 
proper and also prudent to refrain, in the meantime, from sweeping justification of 
activities, all the ramifications or implications of which they themselves may not 
be fully conversant with. 

For the rest, while it is incumbent on informed public opinion not to become 
emotive simply because phrases, such as “traffic in Kerala girls", have been freely 
used in press accounts, no self-respecting or sensitive citizen can feel anything but 
anguish at even a suggestion that there exist in our country areas of such dire poverty 
or family distress that parents might find it an acceptable idea to allow adolescent 
daughters to leave their homes for unfamiliar communities abroad. 

Meanwhile, there can be little doubt that our country's image as a socially 
progressive and economically developing member of the international family of 
nations has greatly suffered as a result of the publicity which has been given by 
the world’s mass media to the case of the Kerala girl recruits to convents in western 
Europe, This should lurthei strengthen the unfavourable impressions created 
about this country in the minds of people abroad by television shows about life 
as it is lived in India. The issue is not whether these presentations are true as docu¬ 
mentaries or false, but whether a country or its government does not have a broad 
right to demand that its people or their way of life should not be presented in a 
manner calcahtcj to brin; thin, :u a nit ion, into contempt or ridicule. 


From this point of view there had to be some reaction or protest on the part 
of New Delhi to the recent BBC television serial which appears to have depicted the 
the uglier aspects of life in Calcutta through Unrestrained visual pictures of poverty, 
squalor or worse. At the same time, it is possible to question the wisdom of the 
government asking the south-Asia correspondent of the BBC, positioned in New 
Dolhi, to wind up his office and leave the country, especially when the individual 
concerned has had nothing to do with the television serials to which the objection 
has been taken. It is clear that this or similar moves on the part of the government 
can only result in irreparable injury being done to our country in respect of the 
substantial reputation it has built up as one of those rare areas in this part of the 
world where freedom of expression and freedom of information arc cherished and 
cultivated to a high degree. 


Again, — and this is important, indeed — what matters really to us, in the 
ultimate analysis, is not that our government should be able to discourage the publi¬ 
city abroad of the uglier aspects of life in our country, but that wc, including oui 
government, should succeed in organising and using effectively our resources, 
human and material, for the elimination of all this ugliness. It is a sad truth — 
this is what ought to p*in us most— that. 23 ycais after our country became 
independent of British rule, we arc still far from even having found the right direc¬ 
tion towards this-* goal. Instead, our leaders have been indulging in irielevont 
rhetoric, as witness the Prime Minister lecturing about the dangers of industrial 
pollution when all around us wc find conditions ofintolerable filth simply because 
so many families ate without' access to primary *anitation facilities, whether 
private er even communal. It is high time that we had realised that, with 
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evejy passing hour of misdirected bound fo become an increasingly 
energy or inadequate effort on our tempting target for mass media 
part, this country and its people are abroad. 

LIC Breaks Faith 


As a talent scout for the Prime Minis¬ 
ter. Mr C Subramaniam, has no doubt 
done her a good turn or two. His 
record in this respect, however, is, on 
the whole, a rather mixed one. This 
is not surprising, seeing that Mr Sub¬ 
ramaniam has a passion for playing 
the good angel to friends of his youth 
or onwards. 

7*hc Monopolies Commission has 
had the good fortune of being endowed 
with a chairman who has a good and 
clean record as a member of the higher 
judiciary. Whether the Jawaharlal 
Nehru University has been similarly 
lucky in its vice-chancellor remains to 
be seen. As for the present chairman 
of the Life Insurance Corporation, 
there is reason to wonder whether Mr 
C. Subramaniam has done a good turn 
either to Mr T.A. Pai or to the institu¬ 
tion over which the latter has been 
chosen to preside. This is a pity, 
considering that Mr Pai has a great 
reputation to lose as a dominant and 
dynamic figure from the banking world. 

Reasonable time should, no doubt, 
be allowed to the present charimin of 
the LIC to learn his paces in the area of 
enterprise he has ventured to enter. 
All the same it would not be unfair to 
say that the first steps he has taken 
have not merely been faltering but 
grossly fumbling. It is widely re¬ 
ported that the recent wage settlement 
which the LIC struck with its staff 


which Mr Pai and his senior executives 
may have in view for this purpose. 
So far all that policy-holders, actual or 
prospective, have to comfort themselves 
with is an advertisement that has appear¬ 
ed in the press affirming the corpora¬ 
tion's and its employees' dedication to 
the better service of the public. 

Meanwhile, such steps as the LIC 
has taken until now to help meet its 
increased establishment costs have not 
been such as to inspire confidence in 
its advertised professions of improved 
performance in the period ahead. 
While the prevailing circumstances of 
credit, which make people care more 
for the availability of funds than for 
their costs, may justify the LIC in 
raising the rates of interest charged by 
it on certain types of loans, it is diffi¬ 
cult to understand the ethics of its 
decision to raise the cost to its policy¬ 
holders of loans taken by them against 
the paid-up value of their policies. 
Jt is, indeed, strange that nationalised 
life insurance, while boasting about its 
radical socialism, should have thought 
it fit to penalise its policy-holders for 
whom a life insurance policy, by its 
very nature, involves a steady erosion 
in the value of their money through the 
process of inflation. Although there 
have been noisy assertions that 
nationalised life insurance would look 


after its policy-holders far better than 
private insurers could or would do 
(or have done), the brutal truth is that, 
in every detail, the interests of policy- 
holders have been made to suffer in 
all the period during which the LIC 
has been functioning. Whether it is 
the structure of premium rates, the 
efficiency of servicing policies or a 
reasonable extension of benefits offered, 
the LIC has been uniformly success¬ 
ful in discovering one reason or another 
for not effecting any improvement in 
the lot of policy-holders. Now it has 
been left to the present chairman of the 
LIC, professedly acting under the 
inspiration of the fashionable pro¬ 
gressive of the day, to withdraw or 
whittle down even such benefits as have 
been traditionally available to policy¬ 
holders. 


There can be no doubt that one of 
the material advantages of a life insu¬ 
rance policy, which compensates to 
to some extent the disadvantages of 
this form of saving or providing for the 
future, is that a policy-ht Ider is able 
to borrow against the security of his 
policy at an attractive rate of interest. 
This facility is, in fact, an integral part 
of a life insurance transaction. Even 
if it is to be contended that the LIC's 
decision to increase the rate of interest 
on such loans is not a breach of contract 
in a legalistic sense, it ought to be 
conceded, surely, that it is a breach of 
faith on the part of the LIC vis-a-vis 
its policy-holders, jin the circumstances, 
it is indeed aston shing that there has 
been little or no criticism, either in 
Parliament or outside, of the LIC on 


was a product of a generous but un¬ 
tutored impulse on the part of its 
chairman, which committed the LIC 
to a deal the financial implications of 
which had not been carefully assessed 
beforehand. Whether this account 
is strictly true or not, it is obvious 
that Mr Pai has imposed on the LIC 
an increase in establishment costs 


Utetetn £conombt 25 Ife&u "Qyo 


SEPTEMBER 7. 1945 


which is unjustified in the context of the 
redundancy of its personnel and the 
notoriously low productivity of its 
employees at various levels through the 
years. 

It may be argued that the wage settle¬ 
ment is only the first move in a progra¬ 
mme for improving efficiency in the LIC 
through fhe rationalisation or organisa¬ 
tion and methods, enforcement of 
desirable discipline and the develop¬ 
ment of means for rewarding merit 
while discouraging inefficiency, in¬ 
difference or inertia. But, then, the 
public is yet to get any authentic infor¬ 
mation about the strategy or tactics 


Apart from the serious political issues in¬ 
volved, the Anglo-American conference 
meeting this week will be of fateful importance 
for future world economy, at least in the near 
future. That it is going to affect the vital 
economic interests of this country is now pretty 
plain. A Conference at which the sterling 
balances, the Empire Dollar Pool, Imperial 
Preference and the allocation of U.S. credits 
between Britain's creditors, will figure as 
important determinants of the final U.K..— 
U.S. deal, is one, which we cannot afford 


to ignore except at our peril. Hence the 
Government of India must immediately make 
a strong representation to H.M.G. that it 
must be consulted before final decisions are 
taken. It must claim to be represented at the 
conference at least by an observer, whose duty 
it will be to keep its principal continuously in¬ 
formed about developments in the talks as they 
proceed. This will enable the Government of 
India to intervene expeditiously and in time, 
in case our interests are in jeopardy. 
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this scon- Here is a distnibing example confuse the public mind or mislead 
of how nationalised Institutions public opinion with loud and ringing 
could get away with mayhem so long proclamations of an engagingly radical 
as they or their mentors an able to nature. 

State Finances Brighter 


The central government has been 
making a series of adjustments from the 
middle of June this year which have 
resulted in a substantial reduction in the 
quantum of deficit financing following 
the cancellation of ad hoc securities ana 
an easing of pressure on the money 
market which had developed on 
account of the diversion of about Rs 
100 crores from the banking system 
due to the floatation of loans of 15 state 
governments. The recent developments 
suggest that, even with liberal assistance 
given to the state governments, the 
quantum of deficit financing for 1970-71 
may not be anywhere near the budget 
estimate of Rs 225 crores. 

Even in 1969-70 the over-all deficit 
of the centre was only Rs 58 crores 
against the revised estimate of Rs 290 
crores while the combined deficit of the 
central and state governments was lower 
at Rs 49 crores suggesting that the 
states actually closed their accounts 
with an overall surplus of Rs 9 crores. 
This was probably due to the payments 
that were made to the states by the 
central government in pursuance of the 
recommendations of the Tyagi Finance 
Commission. Besides the transfer of a 
larger share of central revenues there 
should have also been a liberal resche¬ 
duling of debt repayments. Otherwise 
it is not possible to explain satisfactorily 
the improvement in the financial posi¬ 
tion of the state governments. 

The buoyancy of central tax revenues 
and the net additions to foreign ex¬ 
change reserves have been even more 
impressive in the current financial year 
so far. It is also likely that the receipts 
through open market loans of the centre 
as well as state governments will be 
much more than the budget estimates, 
not to speak of the sizable accretions to 
deposits of post offices and bigger col¬ 
lections under the small savings cam¬ 
paign, that might take place. The cumu¬ 
lative effect of various favourable fac¬ 
tors have obviously been responsible 
for the affluence of the central govern¬ 
ment and a high level of its deposits 
with the Reserve Bank of Rs 193.14 
crores on June 19, 1970 (in the corres¬ 
ponding week last year these deposits 
stood at only Rs 99.07 crores). Such 
a high level of deposits has not been 
recorded in recent years and there was 
qgturally a feeling that the immobilisa¬ 
tion of huge amounts along with the 
continuance of a higher liquidity ratio 
for the scheduled commercial banks re¬ 
sulted in considerable pressure on the 


banking system especially as it was also 
necessary to expand credit heavily for 
financing the procurement operations 
of the Food Corporation of India. 

The monetary authorities have been 
quick to realise the adverse effects of 
their contractionist policies and have 
been anxious to relieve the pressure on 
the banking system in the past few weeks 
consequent oil the floatation of the state 
government loans. Thus, during the 
week ended June 26, 1970, the over 
drafts of the state governments were 
reduced to Rs 120.70 crores from Rs 
190.56 crores. There was also a drop in 
central government deposits to Rs 
108.67 crores from Rs 193.14 crores. 
There was no transfer of liabilities from 
one head to another as happened on 
previous occasions, investments during 
the week under reference being actually 
' lower at Rs 112.34 crores against Rs 
119.83 crores and holdings of treasury 
bills at Rs 10.23 crores against Rs 
15.29 crores. A further big adjustment 
was effected in the subsequent week 
with central government deposits drop¬ 
ping again to Rs 66.55 crores and state 
government overdrafts to Rs 52.68 
crores. 

These adjustments were, however, 
technical in character and could not 
have been responsible for an injection 
of funds into the organised sector as 
what all was involved was mainly the 
cancellation of ad hoc securities. Tt 
should be mentioned* however, that 
these important changes took place 
without the centre taking credit for its 
share of profits of the Reserve Bank for 
1969-70. The net amount borrowed 
through the long-dated loan floated in 
the middle of April, large tax collec¬ 
tions afld additions to foreign exchange 
reserves were helpful in streamlining the 
finances of the state governments. Sub¬ 
sequently the central government his 
taken steps to reduce borrowings of 
scheduled commercial banks from the 
central banking institution by presum¬ 
ably taking over part of the liability 
of the Food Corporation of India in¬ 
curred by it in procuring food grains. 
This operation should have been res¬ 
ponsible for the decline in borrowings 
of scheduled commercial banks during 
the week ended July 10 to Rs 254.14' 
crores from Rs 290.58 crores (just be¬ 
fore the floatation of the state loans) 
and subsequently to Rs 219.93 crores 
on July 31. In this phase of adjust¬ 
ment, the share of profits of the 
Reserve Bank for about Rs 75 crores 


and the net amount of roughly Rs 100 
crores raised by the state governments 
by state loans have been utilised* (The 
actual amount borrowed by the state 
governments after repaying loans matur¬ 
ing on July 15 was more than Rs 110 
crores as two loans are due to be repaid 
only later in the year). 

In the latest operations, the central 
government should have received pay¬ 
ments from the state governments as the 
former’s deposits have jumped to Rs 
115.86 crores on July 31, from Rs 
61.53 crores on July 24. It is noteworthy 
that the level of deposits of the centre 
is much higher than the figure of Rs 
53.81 crores in the corresponding week 
in 1969, even without the completion 
of the second stage of the borrowing 
programme of the centre for the current 
financial year. It has been necessary on 
the present occasion to give way to the 
state governments for raising their 
requirements from the open market as 
many loans had to be redeemed on July 
15. It must be pointed out, however, 
that the credit for the share of the pro¬ 
fits of the Reserve Bank for 1969-70 
has been taken earlier than usual pre¬ 
sumably with a view to overcoming the 
effects of the delayed floatation of the 
second central loan. The adjustment 
relating to the profits of the Reserve 
Bank for 1969 were mide during the 
week ended August 22, 1969 while they 
were completed in the current year dur¬ 
ing the week ended July 24. The effect 
of the reduction in borrowings of the 
scheduled commercial banks from the 
central banking institution following the 
assistance given to the Food Corpora¬ 
tion of India by the centre has been to 
neutralise the strain on the banking 
system due to the diversion of funds for 
being invested in state loans. 

The scheduled commercial banks are, 
however, still experiencing an over¬ 
extended position as even with a reduc¬ 
tion in advances against sugar stocks, 
cotton and other items latterly their 
borrowings were at the fairly high level 
of Rs 219.93 crores on July 31, 1970 
(according to the Reserve Bank returns) 
against Rs 80.65 crores during the 
corresponding period last year. It may 
be difficult for member banks to effect 
a substantial reduction under this head 
before the commencement of the next 
busy season unless the central govern¬ 
ment came again to the rescue of the 
Foo.! Corporation of India. There may, 
of course, be a drop in advances against 
sugar and other items in the next few 
weeks whereas the fresh additions to 
deposits are likely to be absorbed to 
a great extent by the new central loan 
anId the bonds that migh* be issued by 
the statutory financial corporations and 
public bodies. The financing of the 
needs of industry and tradfe in the next 
season miy thus pose new problems. 
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While the developments in the next 
few months are eagerly awaited in 
money market circles it may be asked 
whether the comfortable ways and 
means position #f the centra! govern¬ 
ment is due to the absence of accelera¬ 
tion of Plan expenditure in 1969-70. 
The big drop in the overall deficit of 
the centre to Rs 38 crores (acU al) from 
Rs 290 crores (revised) must be only 
due to the allotments of financial re¬ 
sources not being fully utilised by the 
government departments though there 
may have been also better revenues. 
Similarly in the current year there has 
been a net reduction in holdings of 
rupee securities, treasury bills, invest¬ 
ments and state overdrafts between 
April 3 and July 31 by about Rs 104 
crores against Rs 125 crores in the 


corresponding period in 1969-70. It is 
quite likely that there may be an attempt 
to step up Plan outlay in the coming 
months. But with the prospect of brisk¬ 
er tax collections and larger capital 
receipts it should not be surprising if 
deficit financing was again on a restrict¬ 
ed scale in 1970-71. This is a welcome 
feature. But there may be a contrac¬ 
tion^ effect if the estimates regarding 
Plan outlay for productive purposes 
were not realised. Whatever might be 
the ultimate outcome, it is encouraging 
to note that ihe revival in economic 
activity and the increasing monetisa¬ 
tion of the economy have been helpful 
in mobilising resources on a scale which 
could not have been thought possible 
some time back. 


to remove the common factor i.e., de¬ 
mand deposits from both these variables 
to understand the impact of one on the 
other. In other words, the growth of 
deposits may be related more specifical¬ 
ly to expansion in notes in circulation. 
The fact is that there has been no de¬ 
cline in the rate of expansion of notes 
in circulation in the past one year. 
On the contrary, as (Table II) shows, 
the rise in notes in circulation indie 
year ended June 19, 1970 at Rs 389.91 
crores was higher by as much as Rs 
24.87 crores than the rise in notes in 
circulation in the previous year. It 
follows that the argument that deposits 
of nationalised banks have not conti¬ 
nued to grow with the same momentum 
as in eaerlier years because of a glower 
growth of money supply needs to be 
reconsidered. 


Faltering Pace of Bank Deposits 


Th r: failure of nationalised banks to 
keep up the pace of deposit mobilisa¬ 
tion in the first year after their take¬ 
over by the state is being explained 
away in a number of ways. It is asserted 
that nationalised banks were hampered 
in their efforts to increase deposits be¬ 
cause the Government of India had been 
trying hard to restrain the quantum of 
deficit financing or the expansion in 
money supply. Also, the increase in 
prices during the past year had cut into 
the savings of the traditional savers in 
society and this had affected the rate of 
growth of deposits of banks. The recent 
prosperity in rural areas in the wake of 
three difficult years had increased the 
propensity to consume and it is likely, 
according to official apologists, that this 
has hurt the capacity of banks to mobi¬ 
lise deposits. That the slackening in the 
growth of deposits of banks may be 
due at least in part to the unfavourable 
impact of nationalisation on banking 
operations or efficiency, the official 
spokesmen or supporters of nationalisa¬ 
tion clearly find it difficult to contem¬ 
plate. 

The deposits of all scheduled banks 
rose by 11.86 per cent in the year end¬ 
ed July 19, 1970, as against an increase 
of 13.46 per cent in the preceding year. 
In percentage terms, all groups of 
banks—nationalised, non-nationalised 
and foreign—recorded declines in 
expansion of deposits (See Table I) 
In terms of absolute increase in depo¬ 
sits, the State Bank of India, the 
subsidiaries of the State Bank of India, 
Central Bank of India, Punjab Nation¬ 
al Bank, United Bank of India, Bank 
of Maharashtra and the foreign banks 
have shown varying improvements, 
though the sharp rise in the deposits of 
the State Bank of India (SBI) is due to 
the merger with it of two banks, the 
Bank of Lahore and the Bank of Behar. 


Nearly half of the rise in deposits of 
the SBI was due to the merger of these 
two banks. The deposits of each of these 
banks were around Rs 35 crores before 
merger with the SBI and if they had 
achieved even a rise of 20 per cent in 
deposits, as against an increase of 29.35 
per cent in the preceding year for all 
banks of the same category, they would 
have added Rs 42 crores to deposits, 
thus making all these banks reach the 
same degree of increase as in 1968-69. 

Bank deposits, no doubt are related 
to money supply Since money supply 
includes both notes in circulation and 
demand deposits, it is necessary 


Food Articles 
Liquor and Tobacco 
Fuel, Power, Light and Lubricants 
Industrial Raw Materials 

Chemicals. 

Machinery and Transport Equipment 

Manufactures '. 

All Commodities. 


It is not possible to establish a week- 
by-week relationship between bank de¬ 
posits and deficit financing as the latter 
can be measured precisely only when the 
final accounts of revenue and expendi¬ 
ture of the centre and the states are 
drawn up. The weekly change in the 
total outstanding treasury bills is not a 
very reliable indicator of deficit financ¬ 
ing because of sharp fluctuations in its 
quantum to meet the ways and means 
position of the government. No attempt 
therefore has been made here to corre¬ 
late bank deposits and deficit financing. 

The plea that the rise in prices has 
reduced the saving capacity of house¬ 
holds and has hence resulted in slow¬ 
ing down the tempo of mobilisation of 
bank deposits is again not based on 
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Table II 

RISE IN NOTES IN CIRCULATION 


1968-70 


(Rs crores) 


Week-ended 


Notes in 
circulation 


June 21, 1968 
June 20, 1970 
June 19, 1970 


3,316.10 
3,691.23 
4,081.14 


Rise in notes in 
circulation 


+365.04 

+389.91 


Table 111 

INDEX NUMBERS OF WHOLESALE PRICES 

(Base : 1961-62—100) 


July 1968 July 1969 July 1970 
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facts. Hie rise in wholesale prices in the 
year ended July 1970 at 3.4 per cent 
was half of the corresponding increase 
in prices between July 1968 and July 
1969 at 6.8 per cent (Table III). It 
follows that the rate of rise in prices 
slowed down considerably in the year 
under review and had a reduced impact 
on the saving capacity of households. 
Again, the increase in food prices was a 
a little more than one per cent. Since 
a major part of the household consumer 
expenditure is spent on food articles, 
the impact of the rise in prices on sav¬ 
ings cannot be large. The argument 
that rising prices have reduced savings 
and have had an unhealthy effect on 
bank deposits therefore seems far-fetch¬ 
ed and without much substance. 

The truth is that during the past one 
year much time and energy have been 
spent on the physical process of open¬ 
ing of new branches and advertising 
the official policy of giving increased 
patronage to small-scale industries, 
farmers and exporters than was neces¬ 
sary. Consequently, the essential func¬ 
tion of mobilising deposits got a lower 

£ riority. Also, a sense of complacency 
as overtaken nationalised banks which 
are now gradually taking on all the 
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weaknesses and deficiencies of the pub¬ 
lic sector undertakings. What is more, 
there is great uncertainty among the 
middle and top level management in 
banks about their future. Hitherto, the 
management class in banks was reward¬ 
ed for good performance but now ali 
that is certain in that lapses or errors 
may attract reprimand but there is no 
surety of reward for good work. No 
wonder that nationalised banks taken 
as a whole have not been able to put 
up a good show in the first year after 
nationalisation. 


Before the working of nationalised 
banks deteriorates further, it is time that 
the Reserve Bank of India and the 
Ministry of Finance set up and take 
constructive measures to stop the rot. 

Two steps need to be taken urgently. 

First, the mad race for opening of new 
branches among nationalised banks, 
especially in areas where a sufficiently 
large number of branches of banks exist 
already needs to be stopped. Before the 
nationalisation of the 14-leading banks, 
new branches were opened only after 
a careful examination of the require¬ 
ments of particular areas by the Reserve 
Bank of India. During the past one 
year, all such considerations, it seems, 

Table 1 

AGGREGATE DEPOSITS OF SCHEDULED COMMERCIAL BANKS 
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have been thrown to the winds. Conse¬ 
quently, the number of branches of 
different banks in already heavily-bank¬ 
ed urban areas continues to increase 
without much increase in overall depo¬ 
sits but a substantial rise in expenses 
and, perhaps, social cost. 

Second, what is needed is a weekly 
assessment of the working of a bank by 
its custodian in the same way as Mr 
Prakash Tandon, Chairman of the State 
Trading Corporation, has initiated a 
weekly budgeting of the affairs of this 

E ublic sector undertaking. Which 
ranches are lagging behind in deposit 
mobilisation and why? This is a ques¬ 
tion to which the custodians of nation¬ 
alised banks must devote more atten¬ 
tion. In other words, the constant re¬ 
viewing of the working of the branches 
of a bank is absolutely essential and for 
this purpose, the statistical wings of the 
banks need to be strengthened and also 
equipped with computers. Unless 
nationalised banks adopt modern me¬ 
thods of management and constantly 
review the various fields of their opera¬ 
tions with the assistance of all the 
technological help that is available, the 
problems which they face cannot be 
tar.'k f cd effectively. 


(Rs crores) 





Increase between 


Percentage increase 



June 19, 









1970 

July 19, 

July 18, 

June 20, 

June 19, 




1968 

1969 

1968-69 


1969-70 




and 

and 








June 20, 

June 19, 








1969 

1970 





A. 

State Bank of India . 

1118.9 

84.0 

159.7 

" 

b 9.80 


f-16.65 

B. 

Subsidiaries of SBI . 

317.5 

23.8 

28.6 

- 

- 9.17 

- 

b 9.90 

C. 

Nationalised Banks 









1. Central Bank of India. 

490.2 

35.4 

48.6 

- 

h 8.88 

+11.01 


2. Bank of India. 

393.5 

49.4 

35.7 

- 

-16.28 


- 9.98 


3. Punjab National Bank. 

387.5 

25.4 

30.0 

- 

- 7.95 


- 8.39 


4. Bank of Baroda .. 

317.0 

44.4 

34.3 

- 

-19.19 


-12.13 


5. United Commercial Bank .. . 

227.4 

28.4 

23.3 

- 

-17.07 

+11.42 


6. Canara Bank . 

173.3 

27.8 

25.5 


[-23.48 


-17.25 


7. United Bank of India. 

165.3 

18.2 

18.9 

- 

-14.51 

- 

-12.91 


8. DenaBank . 

136.8 

19.2 

11.8 

- 

-18.39 

H 

- 9.44 


9. Syndicate Bank. 

132.2 

26.3 

22.5 

- 

-32.35 


-20.51 


10. Union Bank of India. 

130.8 

16.2 

15.8 

- 

-16.88 


-13.74 


11. Allahabad Bank. 

122.6 

10.9 

8.8 

- 

-10.90 

- 

- 7.73 


12. Indian Bank . 

83.5 

10.8 

4.2 

- 

-16.00 

H 

- 5.30 


13. Bank of Maharashtra. 

89.6 

10.5 

11.4 

- 

-15.84 

H 

-14.58 


14. Indian Overseas Bank 

74.5 

11.2 

7.2 


-20.51 

H 

-10.70 


Total ‘C (1 to 14). f 

.. 2924.21 

334.0 

297.9 

+14.96 

+11.34 


Total (A.B.C.) . 

4360.5 

441.9 ' 

486.2 

+13.19 

+12.55 

D. 

Other Indian scheduled Commercial Banks .. 

324.8 

68.6 

25.6 

+29.35 

+ 8.56(a) 

E. 

Foreign Banks . 

522.6 

37.9 

40.2 

+ 8.68 

+ 8.33 

F. 

Total for all scheduled Commercial Banks 

5207.9 

548.1 

552.0 

+13.46 

+11.86 


Notes (1) Data are provisional. (2) Constituent items may not add up to the total shown in the statement due 
to rounding differences. (3) Excluding inter-bank deposit transactions, (a) Not comparable with the preceding 
year because of the merger of the Bank of Lahore and the Bank of Behar with the State Bank of India. 
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19th or 20th Century Socialism 

J.R.D. TATA 


The title of my talk, which may sound 
a bit odd to you, has been inspired by a 
recent trip to Singapore, Japan and 
Australia, which has dramatically con¬ 
firmed my views on India’s economic 
policies. While recognising the substan¬ 
tial progress made in some directions, 
particularly in providing infrastructural 
facilities and raising agricultural pro¬ 
duction, most of us, I imagine, are un¬ 
happy and worried at India’s poor 
economic performance, compared to 
that of other countries. It is useful in 
coming to a rational judgment to know 
and understand what is happening in 
other developing countries. 

The first thing that strikes an Indian 
visitor to the three countries I visited is 
their immeasurably higher standards of 
Jiving than ours. Nowhere on this trip 
or, in fact, on any of my travels around 
the world in recent years, did I see any 
sign of the poverty, squalor and misery 
prevailing in most of our 500,000 vil¬ 
lages or in the appalling slums and 
squatters’ colonies of Bombay and Cal¬ 
cutta. Instead, everywhere I went, 
whether in Bogota or Abidjan, Cara¬ 
cas or Singapore, in Perth or Tokyo, 
I could see clearly the signs of growing 
prosperity, rising employment and con¬ 
fidence in the future. 

Lowest Rate of Growth 

While one has come to be reconciled 
to the much higher standards of living 
enjoyed by the people of the advanced 
countries of the west, whose industria¬ 
lisation dates back to the 19th century, 
it comes as a shock to realise how far 
ahead of us many other developing 
countries have gone on the road to pros¬ 
perity. 

The most usually quoted index of the 
standard of living of any country is its 
per capita income. Singapore’s per 
capita income is already 10 times that 
of India, Japan’s 16 times, and Austra¬ 
lia’s 33 times. What is even more strik¬ 
ing is their rate of growth during the 
last 10 years. While India's per capita 
income rose by 4 per cent, Japan’s 
rose by 116 per cent, Australia’s by 
87 per cent, and Singapore’s, in only 
five years, by 50 per cent. 

Another striking fact is that Japan 
and Singapore have achieved their 
miraculous rates of growth despite the 
most grievous handicaps. Twenty-five 
years ago Japan, very much like Ger- 
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many, lay prostrate, her economy shat¬ 
tered, her main cities and industries 
destroyed in a war in which she had 
suffered total defeat. 

Japan-A Super Phoenix 

Today, like a super phoneix rising 
from its own ashes, Japan is the third 
greatest economic power in the world, 
the third largest producer of steel, the 
second largest of motor vehicles, and 
the undisputed leader in ship-building, 
electronics and optics. By 1975 she ex¬ 
pects to surpass even the USA and 
Russia in steel production in spite of 
having less than half their population 
and no steel-making raw materials. Her 
rate of industrial growth has averaged 
a phenomenal, cumulative, 17 per cent 
per year during the last decade, equiva¬ 
lent to doubling her industrial output 
every four years. Truly an economic 
miracle! 

At the other end of the scale, little 
Singapore has put up an equally dazzling 
performance, all the more remarkable 
because her nationhood is only six 
years old. In 1965, when she attained 
independence, every economic factor 
seemed loaded against her. A small 
island city state of only 225 square 
miles (at low tide!) and two million 
people, with no material resources other 
than a good harbour, no foreign ex¬ 
change, no industry, no worthwhile 
market, her Malaysian hinterland cut 
off, threatened by the explosive racial 
mixture of her population, surrounded 
by unfriendly neighbours, she began her 
independent career under a coalition 
government of socialists and commu¬ 
nists vociferously anti-capitalist and 
anti-west. The economic portents could 
hardly have been gloomier! 

A mere six year later, Singapore 
presents an almost incredible picture of 
economic growth and stability. The 
same socialist government, but without 
its communist partners, did not take 
long to realise that quick progress was 
impossible without private enterprise 
and foreign capital. Today, the island 
is humming with activity, the Singapore 
dollar is one of the strongest currencies 
in the world, entrepreneurs are flocking 
in from all over the world to join Singa- 


porians in building a modem in¬ 
dustrial state. Over 300 factories have 
been established in a magnificent 17,000- 
acre industrial estate put up by the go¬ 
vernment. Under the leadership and 
pragmatic policies of its enlightened 
socialist Prime Minister and govern¬ 
ment, Singapore is fast becoming the 
leading business and financial centre 
of south-east Asia. 

Australia, which has already achieved 
one of the highest standards of living 
in the world, is racing towards still 
higher levels of prosperity. Like India, 
Australia is endowed with tremendous 
natural and mineral resources, some of 
which have only recently been dis¬ 
covered, but very much unlike India, 
she suffers from a crippling dearth of 
manpower. Despite this grave handi¬ 
cap, she has embarked mainly with 
foreign help on a huge programme of 
exploitation of her immense natural 
resources. Today, western Australia’s 
16 per cent rate of annual GNP growth 
is the highest in the world. 

It may be argued that to compare 
India with Australia is not fair because, 
despite its geographical location on the 
other side of the world, Australia is 
really a European country with many 
decades of development behind its pre¬ 
sent prosperity. But what about Japan, 
Korea, Taiwan and Singapore, all 
Asian countries, peopled by Asians like 
ourselves and all devoid of the natural 
resources we and Australia have in 
abundance ? Yet their rate of economic 
growth has equalled or exceeded Aust¬ 
ralia’s. Some of them, it is true, are 
small, but Japan with its 108 million 
souls, has the fifth largest population in 
the world. 

Why Stagnation? 

Should we not, therefore, ask our¬ 
selves why and how these and many 
other developing countries have done 
so much better than we have in creating 
mass employment, widely dispersed 
prosperity and stability for their peo¬ 
ples while, after 20 years of planning, 
draconian controls and Rs 30,000 crores 
invested in development, our economy 
continues to stagnate, unemployment to 
grow, and wholesale shortages to pre¬ 
vail? Could there be in those other 
countries a common factor, lacking in 
India, responsible for their progress? 

There is indeed such a common fac¬ 
tor, and it lies in the economic policies 
of their governments. All of them un¬ 
like ours are totally free from economic 
dogma and prejudice. 

All of them, including those with 
socialist governments, rely mainly on 
private enterprise for production and 
distribution. 

All of them go put of their way, to 
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vatc business and industry, both inci¬ 
dentally in the name of socialism, 1 
might mention my own experience with 
two of them on this trip. When know¬ 
ing only too well the tight web of condi¬ 
tions imposed on foreign collaboration 
agreements in our country, I asked, with 
some trepidation, the socialist Finance 
Minister of Singapore, who kindly in¬ 
vited me to lunch, what conditions his 
government imposed on foreigners like 
ourselves who might wish to under¬ 
take business or ventures in Singapore, 
his answer was — “Only one: that you 
make a profit. Wc need your profits to 
finance our socialist programmes. Wc 
don’t want any lame ducks here!” 

Friendly Australia 

Similarly, when I called on the dy¬ 
namic Minister of Industrial Develop¬ 
ment of West Australia, who had per¬ 
sonally invited me to visit Perth, he 
recommended we station a senior offi¬ 
cer there with a view to exploring the 
possibilities of industrial development 
and, incredibly by Delhi standards, 
added: “If he has any difficulty in find¬ 
ing an office in Perth, I will accommo¬ 
date him in my ministry!” Can you 
imagine our Minister for Industrial 
Development inviting an Australian 
businessman to start some industry in 
India and offering accommodation for 
his representative in his ministry's 
secretariat?! 

Whenever i mention the example of 
other countries which do so much better 
than ours to my socialist friends, I am 
invariably told that conditions are 
entirely different in India, that what 
happens in other countries has no rele¬ 
vance to India. That we have our own 
problems and our own difficulties, self- 
inflicted or otherwise, is not denied. 
Differences exist between all nations but 
when one finds that in so many count¬ 
ries, with dissimilar conditions and 
problems, similar policies produce 
similar results, one needs to take a hard 
and sceptical look at this argument so 
regularly trotted out as an alibi for our 
failures. When one finds that the econo¬ 
mic policies followed in western Europe, 
in Australasia, in the far cast, in south¬ 
east Asia, have invariably resulted in a 
rapid, and at times dramatic, rate of 
economic growth and human better¬ 
ment, and, on the other hand, the poli¬ 
cies followed by India, Burma, Egypt 
and others have all resulted in economic 
stagnation, can wc deny the need, at the 
very least, for an objective review‘of 
those policies? 
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capitalist enterprise for industrial pro¬ 
duction and distribution. 

India went one better at first. Under 
the leadership of Jawaharlal Nehru, she 
adopted a mixed economy in which 
public enterprise would join hands 
with private enterprise in bringingabout 
rapid industrialisation. Despite mis¬ 
givings in soim quarters, Indian indust¬ 
rialists a.-rd businessmen supported such 
a mixed economy concept and looked 
forward to playing their full part in it. 

I, for one, in my innocence, believed 
that India would thus progress even 
faster than other countries which relied 
on only one source of entrepreneurship 
and investment. I had a vision of a 
partnership between the public and pri¬ 
vate sectors, each concentrating on those 
fields for which it was best suited, ea:h 
comnlcmenting und supporting the 
other and both actively helped by go¬ 
vernment in converting India rapidly 
into a great industrial power and, in 
the process, in creating millions of jobs 
every year for its people. 

The vision dimmed as the concept of 
such a grand alliance for progress itself 
dimmed and was progressively dis¬ 
carded. 

Socialism or Welfare Stale 

Our government, from the Prime 
Minister down, never fail to proclaim 
the establishment of socialism as us 
principle objective, never that of a wel¬ 
fare state. With socialism equated in 
Ihcir minds* with a dominant and ulti¬ 
mately exclusive public sector, private 
enterprise cannot be allowed to grow, 
while big business has become ana¬ 
thema. 

So, instead of harnessing to the task 
of economic development all the ener¬ 
gies, abilities, resources and expertise 
available in the country, and where 
necessary outside it, government's eco- 
mic and industrial policies becam: in¬ 
creasingly aim:d at stifling the grovth 
of the private sector, except in the agri¬ 
cultural and small-scale fields. 

Recently, I was glad to read tlni 
Prime Minister Indira Gandhi has pub¬ 
licly recognised in Parliament I he need 
to let private enterprise contribute to an 
all-round increase in production with¬ 
out which progress and social justice 
cannot be achieved. Whether action will 
follow her wise words remains to be 
seen. 


September^ 1970 

create conditions favourable to private 
investment, initiative and enterprise. 

None of them impose on their busi¬ 
ness and industrial community India’s 
nightmarish licensing system and para¬ 
lysing, all-pervasive controls. 

None of them seek to counter the 
mythical danger of a concentration of 
cconcmic power in private hands by 
concentrating it in those of a handful 
of ministers and bureaucrats. 

None of them believe, as our govern¬ 
ment does, that socialism primarily 
means the nationalisation of trade and 
industry and a dominant public sector. 
On the contrary, they consider a domi¬ 
nant private sector entirely compatible 
with tocialhm, for theirs, unlike ours, 
is a 20th century socialism. 

None of than have adopted the sava¬ 
ge!) high rales of personal taxation pre¬ 
vailing here which have provided 
such a powerful deterrent to investment 
and initiative, and encouragement to 
tax evasion and black marketing. \ 

Pragmatic Approach 

While Indian socialists cling to a 19th 
century Marxist form of socialism, 
notwithstanding the fact that almost 
every economic theory and prophecy 
of Marx has been falsified in the last 
hundred years, the democratic socialists 
of all the non-ccmmunist socialist 
countries of the world no longer con¬ 
cern themselves with theory but with 
the practical means of creating an 
egalitarian welfare state. They know 
not only that Marxist economic pro¬ 
grammes of the kind which our own 
socialists naively hope to implement by 
democratic means cannot in fact be exe¬ 
cuted except by ruthless authoritarian 
means, but also that communism has 
failed up to now to produce the affluent 
and egalitarian societies flourishing in 
many countries of the world today. 

Thus we see modern socialist govern¬ 
ments going all out to encourage pri- 
viate enterprise to create the wealth 
frem which they can extract the tax 
resources required to pay for the wel¬ 
fare services of a socialist state. They 
have understood, what our socialists 
have failed to do, that capitalist enter¬ 
prise can play a crucial role in financing 
socialism, and in making the fruits of 
economic development available to the 
people in the very process of develop¬ 
ment; the cake, so to speak, being distri¬ 
buted while it is being made. 

To illustrate the contrast in the atti¬ 
tude of the governments of these dyna¬ 
mic and fast growing countries and that 
of our own government, towards pri- 


A noteworthy fact is that all the three 
countries referred to, and others like 
Germany and all north European count¬ 
ries, most of them under socialist or 
liberal governments, rely exclusively on 


Before I close, let me express the 
hope that my remarks have not been 
interpreted by any of you as an attack 
on socialism as such. I genuinely be¬ 
lieve in modern 20th century socialism 
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an a politico-cconomic way of life w hich 
embodies, as so aptly stated elsewhere, 
J< lhc universal hi man ideals of equality 
freedtin and 'fellowship'*. But 
I also believe that in a country like 
India where poverty and unemploy¬ 
ment arc Mill so widespread, it is free- 
dun frrm want and freedom to work 
which, for the present must take prece¬ 
dence over every other ideal. Social¬ 
ism’s primary aim should be to assure 
to every Indian the basic necessities of 
life and the right to work and to earn a 
decent living. In the economic, if not 
the philosophical plane, a welfare stale 
is the very essence of the 20th century 
socialifiu to which J subscribe un¬ 
reservedly. 

But that is a far cry from the 19th 
century socialism foisted on us a hund¬ 
red years behind the times, compounded 
of outmoded theories, slogans and an 
obsessive hatred of private enterprise 


and property , and aimed princ/paJ/y at 
an undemocratic concentration of eco¬ 
nomic power in the hands of a few politi¬ 
cians and bureaucrats. 

In all sincerity and some humility 
I suggest to my socialist friends in and 
out of government, that their policies 
are betraying the true ideals and aims 
of sociali* m and the interests of the miss¬ 
es whom they arc supposed to represent. 
Let them look beyond our shores and 
see for themselves the magnificent achi¬ 
evements of 20th century democratic so¬ 
cialism in action in country after country 
around the globe. Let them also under¬ 
stand that the sands of time are running 
out on them, that the people of India 
will not accept much longer the sacri¬ 
fices needlessly thrust upon them in 
the name of a barren and outdated 
socialism which brings them nothing but 
continuing poverty, unemployment and 
misery. 


and ornaments. Sundries’ exports, as 
a matter of fact, constitute the second 
most important export merchandise and 
registered the sharpest increase from 
S 93,000 in 1960 to $ 34.5 million in 
1965 and $ 28.9 million during January* 
June 1966. These are expected to have 
earned much larger amounts of foreign 
exchange in subsequent years. 

Promotion of exports industry follow¬ 
ed a broad-based, selective and inten¬ 
sive export effort, embodied in the Five- 
Year Export Promotion Programme as 
a part of the first five-year Plan. The 
programme had a support of such 
legislative measures as the Export 
Encouragement Law, Export Guild 
Law, Export Association Law, Trade 
Law and Export Controls and Inspec¬ 
tion Law. These measures facilitate 
the ‘encouragement’ regulation and 
control of exports from the country. 
The Programme, further, depended and 
still depends for its success on the ‘bold’ 


South Korea’s 


O- J 

India has set a high export target 
at Rs 1,900 crores to be attained in 
1973-74—the last year of the fourth 
five-year Plan as against the actual 
export figure of about Rs 1300 crores 
in 1969-70. A stipulated export 
growth rate of seven per cent per 
annum during the fourth Plan period 
compared to 3-4 per cent annual 
increase in recent years is expected to 
stimulate interest in the measures taken 
in the Republic of Korea for attaining 
a phenomenal growth of exports. 

The Republic of Korea is a conspi¬ 
cuous instance of industrial and export 
development since her liberation from 
the Japanese. Gross national product 
(GNP) recorded an impressive annual 
growth rate of 8.3 per cent and per 
capita income 6.0 per cent during the 
first Plan period (1961-66). These 
rates arc characterised by an early 
attainment of the second Plan targets. 
The estimated GNP for 1969 is 1300.7 
billion won, exceeding the year's target 
by 11.2 per cent. The per capita natio¬ 
nal income is estimated to be 41,628 
won (about US $ 193) —5559 won 
more than the amount set for 1971. 
Such a bulldozer progress in GNP 
is attributed to the rapid growth of 
manufacturing and construction indus¬ 
tries. Manufacturing and mining 
accounted for 25,9 per cent of total 
GNP in 1968, indicating a gradual 
approach for a modern industrial 
society. Such an impressive success 
ol the Korean economy is reported to be 
due to the large increase of domestic 
savings through price stability as well 
as the adoption of free market rates of 


xport Experience 
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interest and to the active import of 
foreign capital. 

Export development for self-sus¬ 
tenance of the economy has been a 
chief characteristic of South Korea's 
planning strategy. Its exports rose 
from $31.8 million in 1960 to $358.6 
million in 1967 as against the first 
Plan's target of $340.0 million. They 
further recorded a far bigger leap to 
$ 703 million in 1969, of which manu¬ 
facture accounted for 79 per cent as 
compared to 20 per cent in 1960. Such 
a shift in the composition of exports 
has been instrumental in building a 
consolidated export industry in the 
country. 

Small and medium industries signi¬ 
ficantly contributed to the manufactured 
exports. They exported goods worth 
2018 million won, that is, 41.4 per cent 
of the total manufactured exports 
between July 1963 and June J964. 
As many as 215 small enterprises of the 
converted export industries earned 
foreign exchange worth $ 14.6 million 
in 1965 compared to $ 5.2 million in 
1964. During the first quarter of 1964 
to that of 1965, two industries, viz., 
shoes and clothing, exported 68.2, 
75.6, 71,9, and 52.4 per cent of their 
total production in the successive 
quarters of this period. Though opera¬ 
tive in almost all the industries, small 
enterprises contribute towards exports 
mostly in the field, of ‘sundries', inclu¬ 
ding labour-intensive goods, handicraft 
items, viz,, apparel and garments, foot¬ 
wear, various office supplies and equip¬ 
ment, sports goods, and decorations 


export promotion policy, whose main 
constituents are the (i) selective and 
phased development of small industry 
exports; (ii) fostering of exporting 
enterprises through credit allocation for 
preferential finance and tax relief on 
import of raw materials and other 
production requisites; (iii) establish¬ 
ment of export industrial estates; (iv) 
introduction of comprehensive export 
inspection system and Trade Law 
for maintaining and enhancing the re¬ 
putation of Korean exports abroad. 

Creation of Exporting Enterprises 

Such a development is guided by 
certain criteria, which apply not only 
for converting the existing enterprises 
into exporting enterprises but for 
establishing the new ones as well. 
First, the product lines arc designated 
for specialised export production in the 
light of their comparative advantage in 
the world market; secondly, small 
enterprises of the designated product 
lines are selected on such broad bases 
as the high potentiality of specialisation, 
high rate of net foregin exchange earn¬ 
ings or import-saving, high degree of 
utilisation of existing facilities, and 
shorter period of gestation of invested 
capital. The designated product lines 
include clothing items; leather, rubber 
and ceramic products; handicrafts 
and radio and electrical appliances. 
During the first three phases extended 
over 1964-66, 543 enterprises were 
selected. In 1967, 171 new enterprises 
were added to the selected list. 

The government makes special finan¬ 
cial allocations for granting the plant 
and equipment fund loans to the ‘con¬ 
verted’ exporting enterprises through 
the Medium Industry Bank and the 
development loans to the ‘converted* 
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To keep 
your 
records 

straight 

Business equipment by Kodak 


You’ll be surprised at the difference it makes to speed, 
efficiency and economy in your organisation. 

VERIFAX Copier: For the production of single or 
multiple permanent copies from printed, typed, hand* 
written or drawn originals up to and including the size 
of 35.6x457 cm (14*x18*).The originals can be opaque 
or translucent, single-sided or double-sided. Pencil or 
Ink characters are faithfully reproduced. 

STATFILE Recorder: An all-purpose camera recorder- 
oum-eniargerto record originals of up to101.6x152.4cm 
<40' x 60*) on 124 x 16.5 cnv(4.8/4* x 6J*) size films. 
The same equipment cap enlarge the films back to 
'original size or any intermediate size on photographic 
.paper. 

i RECOROAK Microfils Camera MRG-1: Instantly and 
’accurately microfilms engineering drawings and other 
•Ilarge documents up to 114.3 x 160 cm (45* x 63") on to 


35 mm film, o Portable mlcrofllmers for microfilming 
of documents up to 30.5 cm (12") in width on 16 mm film 
are also available. 

RECOROAK ’Prostar' Processor: Forautomatic proces¬ 
sing of 16 mm and 35 mm film at the rate of 5 ft. per 
minute. i 

REC0RDAK Precision Reader Printer: Provides ready* 
to-use prints from 16 mm and 35 mm film within 30 
seconds. It can also be used as a Reader. j 

MIRAC0DE System: The most efficient recording 
system of information and of retrieval which will flash 
back or print one record out of a million in seconds. 

KOM-90 Microfilmer: Converts information from 
computer magnetic “tapes directly into readable lan¬ 
guage on microfilm. As many as 300 pages of 
information can be translated in a minute. 
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When yon feel 
the faultless suspension 
of a Rajdoot motorcycle, 
remember— 



there's interdependence at work. 



Not mil components of the RAJPOOT 
suspension oro modo at Uscofto. Its 
vitally Important springs, for Instance, 
aro made, among others, by Southern 
Automatic Industries, Madras — In a 
remarkable form of cooperation with 
Escorts. At Escorts, we call that 
interdependence. 

Southern Automatic, for example, began 
Its association with Escorts by supplying 
24,000 springs In 1064. Since then it has 
provided Increasing volumes of quality 
springs ( 147,000 last year alone). In 
return, Escorts has helped it to develop 
them to high international standards. 
Today, Southern Automatic Is over 12 
times its former size. In place of one 
small workshop, It now has two busy 
factories in Madras and Bombay, and 
another recently established at Faridabad 
to cater specially to Escorts* requirements. 
Its bond of Interdependence with Escorts 
Is stronger than ever, and if today it 
begins to export. Escorts will be there 
again to help. 

Only a few critical components of Escorts 
products are made at Escorts, The rest-* 
nearly 70%—are provided by over 1000 
manufacturers, spread all over the country, 
employing about 100,000 men. 

With them as with Southern Automatic, 
Escorts has established the same form of 
Interdependence. They provide quality 
components; Escorts provides technical, 
even financial, eld. Helps them to 
specialise and Qrow. 

At Eacorts, we believe this Interdepen¬ 
dence is the basis of rsal industrial 
development 

As stwsfs, Escorts Is Intsrsstsd In 
hssrfng pom msmtfsctursn, howstsr 
smstt, who bshorothoycon bosoms a port 
of this Msrdspsodsnes. Writs, ststh if 
your snQfnsoring spscifksUon, to 
Qonorsl Msnogsr, Escorts Umttod, 

191$ Mothurs Rood, Eortdohod, (Hsrysns) 
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and specialised exporting enterprises on 
preferential basis through the state-run 
Korean Reconstruction Bank. It 
provided an amount of 3800 million 
won and $ 54.2 million for the plant 
and equipment fund loans during 1964- 
66 and die outstanding balance on 
account of these loans was 611 million 
won at the end of the first quarter of 
1969. These loans enabled the borrow¬ 
ing enterprises to improve their 
operations ratio from 46.8 per cent in 
August 1964 to 74.2 per cent in Decem¬ 
ber 1965. Their exports rose from 
USS 7.5 million to US $ 32.0 million 
during the corresponding period. The 
government also provided an amount 
of 200 million won in 1966 and an 
equal amount in 1967 for the same pur¬ 
pose. In addition, it allocated a separate 
sum of 1000 million won for the 
development loans and allowed a 
maximum loan amount of 10 million 
won to a specified exporting enterprise 
as against 5 million won to a domestic 
market-oriented enterprise. These 
loans aided the designated enterprise 
to export goods worth 91.62 million 
won as against the target of 80 million^ 
won in 1967. The borrowing enter¬ 
prises are obliged to devote more than 
30 per cent of their total production 
capacity for export manufacturing and 
the enterprises having installed the 
imported machinery under such a loan 
facility arc required to pay for the 
machinery within one to three years, 
with foreign exchange earned from the 
operation of their installed capacity. 
Thus, the preferential finance is closely 
tied with production for export. 

Export Financing 

The government also provides special 
funds for export financiang too, such 
funds, initially amounting to 8,500 
million won, benefit the manufacturers 
of export goods and raw materials 
used in export production and the 
merchant-exporters as well. Export 
loans out of these funds are offered at 
the rate of 200 won per dollar of anti¬ 
cipated export receipts at the lowest 
possible rate of 6.5 per cent per annum. 
Another government fund amounting 
to 1000 million won in 1964 is utilised 
for loans to the manufacturers of ex¬ 
port merchandise, having a net foreign 
exchange receipt of more than 30 per 
cent of their production. Such loans 
are given up to a maximum amount of 
5 million won at the rate of 120 won per 
dollar of anticipated export earnings 
at the interest rate of 26 per cent. 
Not only this but also out of the counter* 
part Fund Account set up by govern¬ 
ment with 200 million won, loans are 
advanced to the enterprises manufac- 
turing/processing export goods under 
contract with foreign importers, 
those manufacturing export goods on 
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orders from overseas trading com¬ 
panies and those engaged in the manu¬ 
facture of goods for delivery to the 
UN Command for payment in doll¬ 
ars. Such loans are limited to a 
maximum of 5 million won in amount 
and 12 months in period and carry an 
interest rate of 18 per cent. Another 
point to be noted is that as against a 
substantial increase in interest rates on 
ordinary loans, those on export 
loans have recently been slashed down, 
reflecting the government's determina* 
tion to boost exports through concessi¬ 
onal finance required for the purpose. 
As an aid to the effective dispensation 
of credit, the procedure of granting 
loans to the exporting enterprises has 
been considerably simplified and made 
expeditious in action. 

Encouraging Small Industries 

In addition, the Medium Industry 
Bank grants loans out of its funds to 
the small-scale industries on conces¬ 
sional interest rates. It advances such 
loans to the exporting enterprises in 
an increasing proportion, which was 
27.3 per cent of its total outstanding 
loans in 1967 compared with 11.7 
per cent in 1964. 

The exporting enterprises are exempt¬ 
ed from excise tax on raw materials 
used in export goods and duty on im¬ 
ported raw materials to be manufac¬ 
tured for processed for export within 
two years after the date of import 
licence. They are also entitled to the 
refund of a duty already paid on such 
raw materials and to import free from 
duty and excise tax, the comparable 
raw materials which were imported 
after paying duty and used in commo¬ 
dities exported. They can even import 
commodities—normally prohibited from 
import-—for export manufacture if the 
same is considered to be essential by the 
Ministry of Commerce and industry 
for the purpose. But they are required to 
deposit foreign exchange amounting to 
30 per cent of the import cost of speci¬ 
fically prohibited commodities and 20 
per cent in case of commodities which 
are not specifically banned from import 
but arc not at the same listed as the 
authorised import items. 

The exporting enterprises are au¬ 
thorised to open letters of credit for 
import of necessary materials by 
means of payment guarantees extended 
by the financial institutions. In case 
the export letters of credit are received 
or the export contract is confirmed by 
the chief of a Korean foreign 
legation, the import of raw materials 
on D/P, D/A or shipper’s usance 
basis ts allowed to firms with a previous 
export performance of more than 
8 300,000 a year. Also, the bonded 
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warehouse transaction (BWT) facilities 
are extensively offewd to the exporting 
enterprises to enable them import the 
needed raw materials, on which the 
custom’s duty is deferred or withheld. 
The volume of bonded processing trade 
rose from 8 1,152,500 in 1962 to 
819,630,029 in 1965. Such an increase 
was made possible, besides the conces¬ 
sions in customs, by the modern 
techniques of manufacturing and proces¬ 
sing, coupled with the availability of 
cheap skilled labour. 

These estates, providing the inter¬ 
industry linkages and several common 
facility services, have proved a success¬ 
ful instrument for boosting export 
production. Actively fostered since 
1964, two such estates have come up 
with encouraging performance. One 
of them is the Koorodong Industrial 
Estate designed to accommodate 60 
industrial firms; and the other is the 
Bupyung Industrial Estate providing 
accommodation for 50 such firms. 

The latter, in particular, offers the best 
locational advantages, the needed 'insti¬ 
tutional' supporters, the integrated 
package of requisite services at lhe 
enterprise level for cost reduction and, 
above all, the maximum advantage to 
foreign entrepreneurs willing to invest 
in the selected labour-intensive indus¬ 
tries, viz., electronics; electric applian¬ 
ces; metal products; textiles; wooden, 
glass and rubber products; processing 
of agricultural marine and mineral 
products; handicrafts; leather articles; 
chemicals; wig industries; etc. Labour 
force available there is amply hard¬ 
working and much less expensive. 
Land is very cheap for purchase or lease. 
Besides, the estate has got all the modern 
public facilities and simplified adminis¬ 
trative procedures. Its entire manage¬ 
ment is handled by the Export Industrial 
Corporation. There is also an estate 
exclusively for light export industries 
for the Korean entrepreneurs residing 
abroad. 

Exemption From Taxes 

Apart from the preferential finance 
and exemption of customs duties on 
imported raw materials for export pro¬ 
duction, the profits from export business 
are exempted, to a varying degree, from 
business tax, income-tax and corpora¬ 
tion tax. Such an exemption is also 
granted for five years to the foreign 
investors, mostly in export-oriented 
industries, in proportion to their share 
in the total stock of enterprises of such 
industries. In addition, cash subsi¬ 
dies are paid on the exports of new 
manufactures and for the exploration 
of new export markets. These, bring 
very specific in purpose, are sanctioned 
after a close scrutiny of the objective 
in view. These prove highly beneficial 
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to the exporters especially when exports 
are made on a loss to them. 

The Medium Industry Bank provides 
export market intelligence to the small 
and medium industries as a part of its 
‘guided financial policy'; and the 
Korean Export Promotion Corporation 
undertakes market and commodity 
surveys for their benefit. The groups/ 
associations of exporting small indus¬ 
tries also undertake market exploration 
surveys and are given certain financial 
incentives for the same. The National 
Federation of Small Industry Co¬ 
operatives provides consultancy ser¬ 
vices, including export intelligence, to 
these industries on group basis; and the 
‘Small Industry Guidance Centres' 
render integrated consultancy services 
to these industries for enhancing the 
latter’s production capabilities and 
export competitiveness. 

These two measures are intended to 
have a selective approach towards 
export production; the first screens out 
the production units for export and the 
second seeks to restrict the trade firms 
for export business. 

Stringent Inspection Law's 

The Export Inspection Law provides 
for the inspection before export of 
designated commodities in respect of 
quality, packaging, material used and 
processing of the product, according 
to the standards laid down by the 
Ministry of Commerce and Industry 
and for the specifications supplied by 
the overseas customers. It is carried 
out by the government agencies and 
also by government-supervised and 
sometimes subsidised agencies accord¬ 
ing to the fields of their specialisation. 
All inspectors are carefully selected and 
have the status of public officials. Each 
inspection agency conducts the inspec¬ 
tion of all the goods or the sample 
thereof. In respect of approved com¬ 
modities, a certificate is issued stating 
classification (if grade is desired), the 
name of inspection agency and the 
expiration date. The manufacturers 
of export goods are encouraged to 
acquire the Korean Standards (KS) 
mark. The government keeps a watch 
on inspection methods, account books 
and other operational aspects of the 
inspection agencies. An exporter of the 
non-dcsignated commodities under¬ 
takes a self-inspection in compliance 
with the mutual contractual terms; or 
consigns them to a third party mutually 
agreed upon to inspect and check the 
same He is also encouraged to 
observe the product specifications laid 
down by the government under the 
Export Inspection System. 

The 1 rude Law Enforcement Decree 
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enforces certain qualifications and res¬ 
trictions on business activities of the 
Korean export firms, A firm, once 
registered under it, had to maintain an 
annual export performance of more 
than $ 100,000 as on January 1, 
1966. Such a minimum amount has 
been continuously enhanced from 
year to year. Further, an approved 
firm engaged in export and import 
business must employ persons possess¬ 
ing such qualifications as have been 
laid down by the government; it must 
have an issued capital of not less than 
5,000,000 won; and also it must 
have made exports of not less than 
S 10,000 a year before it is authorised 
to apply for registration. But the 
small exporting enterprises are regis¬ 
tered for export under the law if their 
minimum export performance before 
registration is $ 5,000 and their annual 
export performance after registration 
exceeds $ 50,000. 

The lower prescribed limits are 
intended to encourage small indus¬ 
tries to take up export business. 
Besides such an ‘enabling’ provision, 
the Trade Law facilitates the forma¬ 
tion of export associations by the small 
industries for achieving the scale of 
economies in marketing abroad. Such 
associations arrange for as many pro¬ 
duction and marketing aids as possible 
and thus tend to reduce to a minimum 
the active participation of the govern¬ 
ment in export assistance to the small 
industries. 

Growing South Korea 

South Korea is unusually favourably 
situated for industrial investments to 
generate rapid growth through decen¬ 
tralised market-oriented development 
techniques. The country has taken 
advantage of the favourable circums¬ 
tances arising from its special relations 
with Japan and the USA. By the 
early 1960’s when industrialisation in 
the country was beginning, Japan had 
virtually run out of cheap labour. The 
Korean government took out some of 
the labour-intensive industries on 
their own initiative. After 1965, when 
the relations with Japan were normalis¬ 
ed, Japanese capital and enterprise began 
to come in (mainly through suppliers’ 
credits and follow-up service). Fur¬ 
ther, the Korean entrepreneurs’ self- 
confidence in landing into business 
involving modern chemical or electrical 
technology owes something to their 
experience under the Japanese rule. 
Many South Korean entrepreneurs 
learned mechanical skills, management 
and material handling skills as well as 
marketing techniques and some of the 
American market characteristics in 
competition for the US soldiers’dollars, 
They showed a surprising success in 
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exploiting fashion opportunities ( e.g., 
wigs and sweaters). 

In short, the industrial enterprise 
stimulated by Korean culture, high 
levels of education, a realistic exchange 
rate, and a situation in which trade 
union do not force all wage rates for 
above the prevailing level in the country, 
are the important factors which have 
aided export development in the 
country. 

Small industry exports from India 
need to be multiplied manifold during 
the fourth Plan period. The Import 
Policy for the year 1970-71 provides 
for certain relaxations/concessions in 
the allotment of imported raw materials 
for export production. Also, a num¬ 
ber of official institutions render techno¬ 
business—financial assistance to small- 
scale industries with a slant in favour 
of production by them for export. 

Korean Model 

But, as borne out by the experience in 
Republic of Korea, there is an indis¬ 
pensable need for (i) a deliberate and 
bold programme of assistance to foster 
modern small industry enterprises for 
export production on a phased and 
selected basis, (ii) integration of techno 
financial assistances to small indus¬ 
tries for export production through 
the medium of a single agency like the 
Medium Industry Bank in Korea, 
(iii) special loans exclusively for export 
production on much liberal terms as 
against a marginal preferential interest 
charged by the State Bank of India on 
loans utilised by small-scale industries 
for export, (iv) provision of export 
facilities and incentives in an ‘on-the- 
shelf’ manner to exporting enterprises 
as in the Bupyung Industrial Estate in 
Korea, (v) simplification of export 
formalities and delegation of powers by 
the existing institutions with a central¬ 
ised agency, prefeiably the Small Scale 
Industries Development Organisation 
(SSIDO) for grant of export conces¬ 
sions and facilities, and (vi) institutiona¬ 
lisation of export intelligence for the* 
benefit of small exporting enterprises 
exclusively. 

The SSIDO visualises in its Program¬ 
me of Work for the fourth five-year 
Plan to concentrate its assistances to 
the selected small-scale industries for 
export promotion in a phased manner 
and the proposed Trade/Export 
Authority provides for counselling at 
micro-level to exporting enterprises, 
particularly in the small sector. Their 
programmes, if implemented, should 
go a long way to facilitate the export of 
small industry products from India. 
But these need to be supplemented with 
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the centralisation of grant of export a single agency for the benefit of small- 
assistances and export incentives and scale industries working under several 
the provision of export intelligence in structural and operational constraints. 

The Marketing Challenge 

B- SATYANARAYAN 


A GOOD market mechanism not only 
adapts itself to the changing tastes and 
needs of the consumers, but tries to 
influence their very habits through its 
advertisement ar.d demonstration- 
effect. In our competing world, or even 
under the situation of oligopolistic 
competition, the firms will have to 
plan ahead of others by having long- 
run or perspective plans. The firms 
should keep abreast with the technical 
innovations and other developments 
taking place in other countries. After 
having planned the pattern of produc¬ 
tion, its management has to give its 
attention to the reduction in the cost of 
production, and cost of marketing. 
Marketing research has to be constantly 
carried out. Individually, costs of' 
research might assume prohibitory 
dimensions. The best way would be 
to form into various marketing associa¬ 
tions, product-wise; thereby spreading 
a network or branches down to the 
district and panchayat levels. This 
method not only reduces the costs of 
marketing the produce, but minimises 
the danger of intra-product competi¬ 
tion. These commodity-wise associa¬ 
tions should have research celts, which 
should study the ever-changing human 
habits, tastes etc. They should cons¬ 
tantly make an endeavour to keep in 
tune with these changes. 

Quality Control 

The other equally important factor 
which goes a long way in building a 
permanent image in the field of market- 
mechanism is to keep up and maintain 
quality of the produce. Aside from 
quality, it is sticking to timing schedules 
(like supplying newspapers), assuring 
after-sales services (in fields like ma¬ 
chinery, electrical gadgets etc), which 
have an enduring effect on the public. 
The marketing associations should be 
able to spread the techniques of 
market mechanism, such as screening of 
films exhibiting various aspects of the 
products, advertisement in newspapers, 
display at showrooms and exhibitions, 
mass contact through door-to-door 
campaigns. This sort of work could 
be done either through the marketing 
associations, or co-operative societies. 
These organisations should be able to 
collect market intelligence from time 
to time through various methods, and 
pass on the information to the respec¬ 
tive films, so that they get posted with 


the marketing opportunities an“ 
potentialities. In some fields like th e 
marketing of milk and fish, the associa* 
tions should be able to provide go- 
down, gradation and storage facilities, 
so as to wrest better prices from the 
market. 

Efficient Distribution System 

Today’s business performance de¬ 
pends mostly on the efficiency of the 
distribution system. For success in 
business, various ingredients are needed. 
One of the important factors for the 
proliferation of business is to develop 
the qualified manpower . in marketing 
techniques. Various categories of man¬ 
power in marketing should be trained. 
They should be able to take dynamic 
decisions in regard to the study of 
market-mechanism. All this could 
be possible only through big marketing 
associations, and not individually. 
The essential knowledge of know-what 
ami know-how arc the most important 
factors. A central organisation should 
be assigned “the task of forecasting and 
assessing the requirements quantity- 
wise and quality-wise. The present 
and future requirements should be made 
known to all the departments producing 
other allied products. Educational 
and training programmes aiming 
at producing suitable candidates in 
marketing research and techniques 
should be given priority.” 

Marketing executives are constantly 
required to make right decisions at the 
right time. In marketing, the costs of 
wrong decisions as well as the costs of 
delaying right decisions are indeed 
enormous. Hence, whatever a marke¬ 
ting executive docs—whether launching 
a new product or opening a branch 
elsewhere or starting an advertising 
campaign—he does it by taking deci¬ 
sions. He may or may not even some¬ 
times realise that he is taking those 
decisions. This is how, the element of 
uncertainty in marketing is eliminated- 

The essential features of all marketing 
problems are: 

(a) Recognition of the existence of 
several possible alternative 
strategies; 

(b) prediction of the pay-off of 


each of one of the strategies; 
and 

(c) assessemnt of the order of pre¬ 
ference of the strategies. 

In order to make valid decisions, the 
marketing executives should have 
actionable facts at his disposal—facts 
that are reliable, adequate, effective, 
precise and dependable. Such facts aro 
digested and refined to obtain “key- 
data” that are pertinent to decision¬ 
making. The key data are analysed 
(by means of mathematical models) 
to determine the alternatives. These 
alternatives with their advantages and 
disadvantages are studied carefully 
after considering the inter-related ana 
inter-locking effects before an intelli¬ 
gent decision is taken. Such decisions 
are reviewed periodically in order to 
ensure that they are in accordance with 
the stipulated goal of the organisation. 

Best Strategy 

Decision-making under conditions 
of certainty occurs when all the informa¬ 
tion for the different strategies to be 
adopted in a specific case is available 
clearly, but the problem for the execu¬ 
tive is to choose the best strategy out of 
the various possible ones. The problem 
for the marketing executive is to deploy 
his resources in a way that optimum 
results or maximum profits are obtained 
in the perfonmarfee of overall sales 
after duly considering capacities of 
warehouses, demand for warehouses, 
production capacities of plant, trans¬ 
portation costs etc. Since these factors 
can be obtained in a definite manner, 
such problems are classified as “cer¬ 
tainty situations” and techniques like 
linear-programming arc available to 
the marketing executive in such situa¬ 
tions to locate the best alternative. 
The problems in the field of forecasting, 
brand loyalty, insurance, market re¬ 
search surveys, extension of test marke¬ 
ting results, bidding, inventory etc. 
belong to this categoy. 

In this connection, the marketing 
executive has to determine the best 
manner when the strategies are not 
clearly defined, but only sufficient past 
data are available or can be obtained 
by special sample surveys in order to 
establish the ‘ ‘probability” of occurrence 
of each of the strategies. The term 
‘probability’ is defined as the propor¬ 
tion with which an event occurs in a 
large series of repetitive situations and 
is very useful to measure the risk. Thus, 
one finds that decisions will be subjec¬ 
tive or personal in an uncertain situa¬ 
tion, whereas under the conditions of 
relative stability decisions could be 
objective or impersonal. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 



EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukool, U.P. 

Offices: 80MBAY 
OELHI.CALCUTTAMAORAS 
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FROM T HE mSS GALLERY 

Demand for Dynamic Foreign 

Policy 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday 

The Rajya Sabha debate on foreign 
policy and the adoption by the Lok 
Sabha of West Bengal budget, conse¬ 
quent upon the extension of President’s 
rule in that state for another six months, 
were the nvin features of the proceed¬ 
ings in Parliament during this penulti¬ 
mate week of the current monsoon 
session. 

The most important fact that emerged 
from the debate on foreign affairs was 
that not only did the non-communist 
opposition assail this policy as having 
no perspective and dynamism, but also 
the CPI spokesman, Mr Bhupesh Gupta 
— an ally of the Prime Minister — felt' 
so. The Prime Minister and the foreign 
office, he bemoaned, had completely 
failed to give direction to the foreign 
policy which bad now been reduced to 
just a “hang-over” of Mr Nohrus’ 
policy. 

The reasons for the growth of the 
above feeling among both the rightist 
and the leftist sections of the House, 
however, were quite different. Whereas 
the leftists thought that the government 
was too willing to placate and appease 
the rightists on any foreign policy issue, 
the rightist members felt that the govern¬ 
ment was going out of its way to placate 
the Soviet Union- 

Dynamic Foreign Policy 

Some very pertinent observations 
came from the former Foreign Minister, 
Mr M.C. Chagla- now an independent 
member of the Rajya Sabha. In Mr 
Chagla’s view, the policy of non-align¬ 
ment had ceased to be a dynamic policy 
as the whole concept of non-alignment 
had changed since the two power blocs 
did not exist now as they existed when 
Mr Nehru enunciated this policy. Mr 
Chagla as well as most of the other 
critics of the government, stressed that 
“national interest” and “national secu¬ 
rity” should guide the foreign policy 
in accordance with the fluctuating in¬ 
ternational relations. There coukl be 
no room for being static in approach to 
foreign affairs, he added. 

In one of the most hard-hitting 
speeches delivered by him. the Cong- 
rm-O spokesman, Ms &N. Mishra, 


assailed the government’s subservience 
to the Soviet Union. In support of 
this contention of his, he cited the in¬ 
effective stand taken by the govern¬ 
ment against the Soviet Union's carto¬ 
graphic misrepresentation of our coun¬ 
try’s borders, the Soviet Embassy’s 
action in constructing two buildings 
in Trivandrum and Bombay and the 
use of diplomatic number-plates on 
cars by Russian journalists. Mr Mishra 
also expressed fears that the country 
had been isolated in the world. These 
fears were shared by many others as 
well. They referred in this connection 
not only to the nonc-too-cordial rela¬ 
tions with Pakistan but also to a num¬ 
ber of problems coining up in our rela¬ 
tions with Nepal, Ceylon and Burma. 

Dual Diplomacy 

Another important accusation made 
by Mr Mishra was that the Prime Minis¬ 
ter was using the foreign policy to servo 
narrow party interests instead of na¬ 
tional interests. He also spoke on wbat 
be described as “dual diplomacy” — 
one by the foreign office and the other 
by the Prime Minister’s secretariat. 
In concentrating in her hands wide 
powers, the Prime Minister, Mr Mishra 
thought, was trying to create a cotrie 
of her own in the diplomatic corps. 
He warned that if the foreign policy 
was not changed and reoriented to suit 
the present day conditions not only 
within the country but also in the out¬ 
side world, India might go the Sokarno 
or the Srimavo way. 

Pleas were made, as usual, in this 
debate by the leftist members of the 
House for the grant of full diplomatic 
recognition to East Germany. The 
rightist members, on the other hand, 
wanted a similar recognition of Israel 
and Taiwan. In between, pleas were 
also heard from the leftists for the re¬ 
cognition of the National Liberation 
Front of Vietnam. The rightists objected 
to this demand. 

The government was also vehemently 
criticised for its half-hearted approach 
to the Vietnam and the Arab-Israel 
issues. Vociferous pleas were made for 
strengthening relations with the de¬ 
veloping countries in general add with 
our neighbours in particular. The policy 
towards China came under fire on the 
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feeling that the government was resiling 
from the stand it had taken on talks 
with that country on the basis of the 
Colombo proposals only. It was feared 
that this basis was now being aban¬ 
doned. As regards the Indian Ocean, 
it was stressed that the government 
should see to it that this ocean was used 
for no purpose other than trade. 

Replying to the debate, the Minister 
for External Affairs, Mr Swaran Singh, 
dwelt at length on our role in Vietnam, 
Cambodia and Laos and asserted that 
as a result of this effective role, there 
had emerged positive signs of a desire 
for talks betweon the warring factions in 
Laos which might develop into a full- 
dialogue. Another chink of hope in the 
Indo-China situation, he stressed, was 
the current talks in Paris on Vietnam 
which was the kingpin of the problem 
of the “cruel war” in this area. He 
reiterated the government’s view that 
withdrawal of all foreign troops from 
South Vietnam was essential for the 
progress at the Paris talks. 

The External Affairs Minister also 
took pains to explain the steps which 
were being taken by the government to 
develop dose relations with the neigh¬ 
bouring countries. He pointed cut that 
except with Pakistan, our relations 
were extremely cordial with all our other 
neighbours. He blamed Pakistan's 
leadership for the unsatisfactory re¬ 
lations between us and that country. 
He hoped that the differences with 
Nepal over the trade and transit treaty 
would be sorted out soon. While talk¬ 
ing of oui relations with foreign count¬ 
ries. Mr Swaran Singh also referred to 
his proposed visit to Turkey in the next 
two or three months. He saw no reason 
why this visit should not bring about 
better understanding and improved re¬ 
lations with that country. 

Lull in Middle East 

Referring to the west Asian situation, 
the Exteinal Affairs Minister warmly 
welcomed the cease-firo between Israel 
and the United Arab Republic. India, 
he added, fully supported the UN 
Security Council resolution of 1967 
that one of the essential elements for 
the restoration of peace in west Asia 
was the return to rightful owners of 
the territories occupied by Israel. 

Mr Swaran Singh tried to ridicule the 
charge that the government was sub¬ 
servient to the Soviet Union by suggest¬ 
ing that this bogey had been created by 
the Congress-O, the Jana Sangh and 
the Swatantra parties. But his defence 
against the cartographic misrepresenta¬ 
tion by the Soviet Union of our 
Aksaichin and NEFA areas remained 
as feeble as during the recent weeks. 
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Swaran $ingh continued to berp on 
bis contention that this misrepresenta¬ 
tion wos of no political significance. 
He refuted the suggestion that there was 
a secret agreem^t between the Soviet 
Union and our country on defence. 

Referring to China, Mr Swaran 
Singh observed that while a slight 
change had been noticed latelv in the 
Chinese propaganda against “neigh¬ 
bours”. there had been no “substantive 
change” in her attitude towards us. 
However, if China took some concrete 
steps towards normalisation of rela- 
Iations with us, we would "not be lack¬ 
ing in response”, he added. On the 
other hand, should China use. or threa¬ 
ten to use, force, she Would find us ready 
to defend every inch of our tenitory, he 
' declared. Mr Swaran Singh expressed 
the hope that sooner or later, China 
would abandon her hostile attitude to¬ 
wards our country. He made it clear 
that normalisation of relations would 
not bo possible until there was a desire 
in China to settle disputes by “peaceful 
bilateral negotiations, with respect for 
each other’s territorial integrity and 
sovereignty and avoiding the use of 
force or threat of the use of force". 

Sitaalion in West Bengal 

During the Lok Sabha discussion on 
the West Bengal budget and the bill 
seeking to extend President’s rule in 
that state by another six months (till 
March next year), critical references 
wore made by many members to the 
Naxalilc activity leading to deteriora¬ 
tion in the law and order situation in 
that stato. The Minister of State for 
Home Affairs, Mr K.C. Pant, declared 
that “prolonged efforts would be neces¬ 
sary to restore full confidence in the 
people, to enablo them to pursue their 
avocation peacefully and to create condi¬ 
tions in which thoy could exercise their 
franchise without intimidation in the 
election”. He did not agree with the 
view expressed by some leftist members 
that the law and order situation in West 
Bengal would improve if elections were 
held soon. Normalcy, he stressed, had 
not been restored in the state to hold 
elections. 

Replying to the charge levelled by 
some C’PM members that the develop¬ 
ment of West Bengal was being neglec¬ 
ted and that central assistance, the 
Minister of State for Finance, Mr 
V.C. Shukla, asserted that there was no 
truth in these allegations. He quoted 
figures of central financial assistance 
and the central investments in the pub¬ 
lic sector projects to prove that West 
Bengal had twen treated better than 
the comparably industrially-developed 
state of Maharashtra. Both the 
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West Bengal budget and the extension 
of President’s rule in this state upto 
March-end next year was also approv¬ 
ed by the Rajya Sabha. 

The future of raw cotton trade figured 
prominently in the Lok Sabha this 
week. The Jana Sangb and the Swatan- 
tra groups took strong objection to the 
government’s decision to take over this 
trade. They saw in this decision politi¬ 
cal motives and alleged that the step 
was another indication of the govern¬ 
ment's totalitarian tendencies. The 
domestic trade in cotton, the Swatantra 
spokesman, Mr M.R. Maxani, pointed 
out, was of an “extremely delicate 
kind”. It meant selection of quality, 
proper pricing and blending. The in¬ 
dustry and trade had over the years and 
through mutual co-ordination deve¬ 
loped the trade in cotton into a very re¬ 
fined trade which the government could 
not handle properly for lack of “exper¬ 
tise of the highest order”. The Jana 
Sangh spokesman, Mr Srichand Goyal, 
expressed the view that the governmem’s 
economic policy ran just counter to the 
present need of the economy which 
was more and more decentralisation of 
trade and industry. He urged that suffi¬ 
cient funds should be made available 
for the development of cotton produc¬ 
tion within the country so that the im¬ 
port bill for cotton, which was of the 
order of Rs 80 to 90 crorcs per annum, 
could be brought down substantially. 
The Minister of Stare for Foreign Trade, 
Mr L.N. Mishra, however, disagreed 
with both Mr Masani and Mi Goyal 
and reiterated the government’s policy 
to take-over import trade in cotton in 
the first instance and the internal trade 
in this commodity evcnlually. This 
policy, he stressed, was irrevocable. 

No Change in Atomic Policy 

Inteivening in reply to a question in 
the Rajya Sabha, the Prime Minister, 
Mrs Indira Gandhi, made an important 
statement on atomic research currently 
being carried on in the country. The 
question, tabled by Dr Bhai Mahavir 
(Jana Sangh), sought to elicit informa¬ 
tion from the government on whether 
an atomic explosion was being secretly 
planned to synchronise with the 1972 
general elcccion, as stated by the Jana 
Sangh Pres ; dent, Mr A.B. Vajpayee. 
The Minister of State for Atomic 
Energy, Mrs Nandani Satpathi, who 
originally replied to. the question, said 
that the Atomic Energy Commission 
was studying the possible economic 
benefitsand implications of underground 
nuclear explosions. 

The Prime Minister’s intervention 
came during the* supplementary 
to the question. Mrs Gandhi disclosed 
that research was going on in 
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the country for conducting nuclear 
explosions for peaceful purposes, but 
this did not mean that defence needs 
were being ignored. Among the studies 
now being carried out, she added, were 
not only the economics of 
development but also the effects of un- 
ground explosions on contamination 
of underground water sources and 
ecology which were much greater in 
underground explosions than in the 
“conventional” explosion?. The Prime 
Minister, however, pointed out that even 
the countries most advanced in nuclear 
technology had not so far developed 
really safe and effective methods of 
nuclear explosions. She drew the atten¬ 
tion of the House that we have still to 
learn a great deal in atomic research and 
one of the difficulties in the way was 
that many of our nuclear plants were 
under bilateral safeguards. 

The Rajya Sabha adopted this week 
the Indian Telegraph (Amendment) 
Bill which sought to empower the go¬ 
vernment to take possession of tele¬ 
graphic messages or order interception 
of messagos in the interests of the inte¬ 
grity of the country or prevention of an 
offence. The Lok Sabha passed this 
year’s supplementary demands for gran¬ 
ts (general) totalling Rs 215.57 crores 
and supplementary demands for grants 
(railways) aggregating Rs 273,000. 
Replying to the debate on the former 
demands, Mr V.C. Shukla informed the 
House that the government hoped to 
bring before the next session of Parlia¬ 
ment a scheme envisaged in the bank 
nationalisation law to carry out its pro¬ 
visions. The regular boards of direc¬ 
tors of tbe nationalised banks would be 
constituted after Parliament approves 
the scheme. In his reply to the supple¬ 
mentary demands for grants (Railways), 
the Minister for Railways, Mr G.L. 
Nanda, painted an encouraging pic¬ 
ture of railways* earnings. During 
the first four months of the current 
financial year the earnings from paseo- 
get traffic, he said, were Rs 4.5 crores 
more than anticipated in the budget. 
The earnings from the general goods 
traffic were up to the budget expecta¬ 
tions. 


CORRIGENDUM 

In the advertisement of the Syndicate 
Bank, appearing on page 86 of this 
journal’s issue of July 10,1970, the rates 
of interest should read as “6$%” instead 
of “6) %" for deposits of over 3 years 
but upto and inclusive of 5 years and 
”6J %” instead of “6%” for deposits 
over 5 years but upto and inclusive of 
6 years. The errors ate regretted. 
However, the advertisement with cor¬ 
rect; interest rates appeared on page 
204 of July 31, 1970, issue of this 
journal. >’ 
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Manpower Policy in Sweden 

JOSSLEYN HENNESSY 


WINDOW ON THE WORLD 


THE REHN MODEL 

LONDON: 

In view of the growing interest in the 
problems of manpower utilisation, both 
in the industrialised and in the develop¬ 
ing countries, Sweden’s experience in 
manpower policies is of particular value 
and interest, because she was the first 
country to tackle manpower problems 
on a systematic national basis, and I 
offer here a summary of a study, which 
appeared in The Three Banks Review 
by Mr Bertil Rehnberg, Deputy Director 
General of the Swedish Labour Market 
Board. 

Swedish labour market policy has in 
recent years been increasingly correla¬ 
ted with the economic policy, because 
of the efforts during the postwar period 
to check the recurrent strain between 
full employment and inflation, i.e., 
full employment achieved through gene¬ 
ral economic measures, a situation 
which usually includes both excessive 
demands for manpower in certain re¬ 
gions and sectors and unemployment in 
others. 

The Swedish Confederation of Trade 
Unions (LO) strongly claimed from the 
government a restrictive economic 
policy combined with a selective labour 
market. In a constant boom there are 
not many ‘natural’ tasks left for the 
trade union movement, which is instead 
forced to help check wage claims. 
According to the Rehn model (so- 
called after the Swedish economist 
Gosta Rehn, now head of the Man¬ 
power and Social Affairs Directorate 
of the OECD), economic activity 
should be balanced at an employment 
level corresponding to about 96-97 
per cent of the labour force. The gap 
should be selectively filled through 
labour market policy measures to 
avoid unemployment. This could create 
conditions rendering it possible to 
come nearer to attaining the main eco¬ 
nomic aims. An essential objective of 
the labour market policy is also to faci¬ 
litate and even to make it possible to 
accelerate the structural changes in the 
economy. This can be done primarily 
through measures to facilitate the re¬ 
adjustment of manpower to new jobs. 

Mr Rehnberg concedes that know¬ 
ledge of the functioning of the labour 


market is fairly limited. However, 
through labour force surveys now carri¬ 
ed out every month, the Swedish autho¬ 
rities know that there is a continuous 
flow of people into and out of the labour 
force and from one sector to another of 
the labour market. Business cycles and 
seasons, changes in the technological 
and economic conditions of production, 
etc., continuously influence manpower 
requirements. 

Increasing Labour Force 

The Swedish labour force num¬ 
bers some 3.8 million persons, but 
the labour force sample survey shows 
that during 1967, 4.4 million persons 
simultaneously were in the labour 
force. The number of persons employed 
on the Swedish labour market has been 
on the increase for several years. It is 
true that this has in part been because 
Sweden has had for some years a net 
influx of labour, but another impor¬ 
tant factor has been a gradual increase 
in participation in the labour market— 
particularly among married women. 
The definition of ‘full employment’ in 
Sweden is therefore no longer the same 
as it was a few years ago, and today it is 
generally accepted that it should be 
possible further to raise the employ¬ 
ment rate by means of am active labour 
market policy without coming into con¬ 
flict with the other aims of economic 
policy. 

The increasingly rapid changes in 
the economy require greater labour mo¬ 
bility, changes in production, e.g. new 
materials, new machinery and methods, 
require continuous adjustment of staff 
within the enterprise. Many workers 
can take up other tasks without previ¬ 
ous training. Others are re-training with¬ 
in the enterprise. This is done without 
the support of public authorities, i.e. 
at the expense of the enterprise. There 
are no branch funds or other funds that 
can be utilised for this purpose. Out 
of a total of 1.6 million members of the 
LO, 350,000 had to change jobs within 
the enterprise in which they were em¬ 
ployed during the period 1966-April 
1968. Many, though not all, obtained 
better paid jobs. 

Early information on expected chan¬ 
ges on the labour market is im¬ 
portant for labour market policy. 
Sweden has for many years had an 
agreement between a central govern¬ 
ment body, the National Labour Market 
Board and the employer organisations 


on advance warning of production cut¬ 
backs. It is a voluntary agreement 
without legal backing, which now also 
includes the employee organisations. 
The agreement stipulates that anticipa¬ 
tion of lay-offs of more than two weeks 
shall be made to the county labour board 
concerned at least two months in ad¬ 
vance. Notification must be made of 
dismissals affecting more than 50 per¬ 
sons at least three months in advance. 
When the warning has become public, 
the county labour board, the trade 
unions and representatives of the enter¬ 
prise inform all employees affected 
about problems and measures connec¬ 
ted with the production cut-back. This 
is done at a joint meeting. The manage¬ 
ment explains the causes of the produc¬ 
tion cut-back and the pace at which the 
change-over is planned to take place. 
The trade unions give information on 
the stipulations concerning advance 
warning and Jay-offs included in the 
collective agreements, on conditions 
for redundancy payment, unemploy¬ 
ment benefits from the unemployment 
insurance funds, etc. The county la¬ 
bour board provides information of the 
services offered by the employment 
offices: employment opportunities, 
re-training facilities, transfer grants, 
employment-creating measures, etc. 

The possibility of finding acceptable 
solutions to the employment problems 
depends to a high degree on creating 
trustful co-operation between bureau¬ 
crats, employers and workers. Accord¬ 
ing to the agreement on advance warn¬ 
ing, the county labour board can re¬ 
quest that a joint committee consisting 
of representatives of the employer, the 
employees, the municipality and the em¬ 
ployment office be set up. The most im¬ 
portant task of the committee is to 
support and facilitate the work of the 
employment office. The committee 
discusses all measures that may be re¬ 
quired to facilitate the re-employment 
of the workers concerned and may also 
consider the particular problems of in¬ 
dividual workers. The experience gained 
in recent years shows that these commi¬ 
ttees have played a very important role 
and have effectively contributed to the 
smooth development of the comprehen¬ 
sive structural changes in recent years. 

il 

OBSTACLES TO MOBILITY 

However, there are many obstacles 
to rapid and adequate mobility on th: 
labour market. Sweden’s rising stan¬ 
dard of living leads to increased local 
ties. Strong social- and psychological 
ties keep people attached to the place 
where they have long earned their liveli¬ 
hood. Many persons who are forced to 
consider other employment lack infor- 
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raation on tfw? opportunities available. 
Those who nave been unemployed for 
some time often lack the funds needed 
to move to another place. In Sweden’s 
rapidly changing economy, many people 
are unable to adjust to new tasks be¬ 
cause they lack the new occupational 
qualifications required. Other unem¬ 
ployed persons cannot move Vcause 
they own a house in a place where no 
buyer can be found. In other cases a 
move cannot be made because it is im¬ 
possible to find a flat or house in the 
place where a new job is offered. 

Measures to Facilitate Mobility 

These examples could be multiplied. 
If is a primary task of the labour mar¬ 
ket policy to remove or reduce these 
obstacles to mobility. It is of greatest 
interest to society, the employers and 
the individual workers, that this adjust¬ 
ment should be as rapid, smooth and 
successful as possible. This is particu¬ 
larly important in these days when the 
capital behind each person employed 
in production grows at a rapid rate. 
All parties are alive to the value of rapid 
and successful adjustment. Sweden’s 
employers regard the public employ¬ 
ment service as a service institution 
which is able to follow the development 
on the whole labour market and to give 
them valuable information and practi¬ 
cal help when they have to hire or lay¬ 
off' labour. The Swedish trade unions 
are equally prepared whole-heartedly 
to support the employment service be¬ 
cause the more effective it is the more it 
promotes the interests of their members. 

A network of public employment 
offices collect data every day on vacan¬ 
cies and job-seekers. The National 
Labour Market Board publishes 
every week a gazette containing, 
in addition to general information, 
short descriptions of some 15,000 vacan¬ 
cies of every kind, from simple jobs to 
the most skilled posts for graduates. 
The number of copies printed every 
week is 35,000. The vacancies are not 
advertised anonymously and the job¬ 
seekers are free to contact the em¬ 
ployers direct. An increasing number of 
employment offices have what is called 
an open reception, where the job-seekers 
can obtain a vacancy list without any 
registration procedure and then them¬ 
selves contact the employers direct. 
The list is renewed once, or if necessary 
several times, a week. This system has 
proved successful and the possibility 
of using automatic data processing to 
get the lists printed more rapidly and 
to eliminate errors is now being studied. 
Sweden's Employment Service has some 
250 branch offices provided with modern 
equipment and everything needed for 
rapid communication all over the 
country, e.g. teleprinters. 

An example may illustrate the efforts 


to improve mobility between different 
parts of the country. Labour require¬ 
ments for agriculture And forestry have 
for many years been fjeclining in nor¬ 
thern Sweden. For various reasons it 
has not been possible to create a suffi¬ 
cient number of new employment oppor¬ 
tunities in this relatively sparsely popu¬ 
lated part of the country. Consequently, 
the measures have to a great extent 
been directed at facilitating the removal 
of the unemployed to other areas. For 
this purpose employment service staff 
from places in southern and central 
Sweden reporting manpower shortage 
have been sent to help the employment 
offices in the north. 

These officers came with first¬ 
hand information on job opportuni¬ 
ties in their home districts and 
have therefore been able to give detail 
ed in formation on these vacancies. The 
applicants have then been able to gain 
further knowledge of them by personal 
visits to the employers which unem¬ 
ployed persons can make. This means 
that the employment office arranges 
visits to potential employers in other 
places and pays the travelling expenses, 
including a daily allowance, for these 
visits. The employment offices in these 
surplus areas have further intensified 
their efforts by sending their staff to 
visit under-employed and unemployed 
persons, who have not themselves visit¬ 
ed the employment offices, to give them 
information on emplyament oppor¬ 
tunities, removal grants, etc. In this way 
it has been possible to get into touch 
with those who have been least aware 
of the emplo>ment offices and who might 
otherwise have been left behind in a 
period of rapid and fundamental changes 
in the local ccononw. 

Monetary Grants 

Grants to facilitate geographical 
mobility arc given to job-seekers who 
have to move to other localities in order 
to find suitable employment. They in¬ 
clude travelling and removal expenses, 
a starting allowance when taking up 
new employment, and a separation 
allowance to persons who, owing to the 
housing situation or other reasons, have 
to maintain two households. In cer¬ 
tain regions with exceptionally high un¬ 
employment it is also possible for the 
labour market administration to buy 
owner-occupied houses, which cannot 
be sold on the open market, when the 
owner is taking up employment else¬ 
where. To some extent it is also possible 
—through co-operation between the 
Labour Market Board and the National 
Housing Board —- to give workers 
immediate access to a house or flat in 
the new place of work. Around 30,000 
job-seekers receivrTmobility grants dur¬ 
ing the year. The average cost of moving 
a family from the depressed areas in 


the north to central Sweden is about 
£500. 

Although many workers who have 
to leave a job can directly take up a new 
one or can otherwise receive without 
difficulty the training that they need at 
their new place of work, many others 
need to be trained in a new skill before 
they can get a job. In such cases private 
employers also do much without govern¬ 
ment grants to help their new worker. 
Nevertheless, in many cases, especially 
during a recession, public training facili¬ 
ties are required to render employable 
those who have become unemployable. 
Often the cause of the difficulty is a 
physical handicap or the age of the un¬ 
employed person. 

Sweden has therefore for many 
years had a government-financed 
labour training programme. The 
employment offices decide if such 
training is necessary in individual cases. 
Those eligible are persons who are, or 
expected to become, unemployed or 
under-employed or who suffer from 
physical or other handicap. However, 
for several occupations in which there 
is a great shortage of manpower, un* 
employment is not an essential condi¬ 
tion for admission to the government 
financed training programme. Thus, 
persons who have a job can also be 
offered training for transfer to occupa¬ 
tions suffering from manpower shor¬ 
tage. The duration of the training varies 
between two months and two years (for 
handicapped persons it may even be 
longer). The training is provided at 
special centres operated by the National 
Board of Education, at courses arran¬ 
ged by private organisations but paid 
for by the Labour Market Board, in 
ordinary schools, and to some extent 
in private enterprises. The special 
courses arranged by the National Board 
of Education at present offer training 
in some 250 occupations or occupational 
specialities, but in principle the pro¬ 
gramme covers the whole labour market. 

Training for the labour market is 
free and the trainees receive a training 
allowance. For a man with a wife and 
two children it totals £90 a month. The 
usual practice has been to vary the scope 
of the training programme to meet 
seasonal and business cycle require¬ 
ments. Thus, training for the labour 
market has in principle had the same 
stabilising effect as the selective employ¬ 
ment-creating measures described in 
the next section. The total number 
undergoing training during 1968 wa$ 
84,000. In March, 1969 there were 
36,500. 

Ill 

JOB CREATION MEASURES 

Despite all efforts, it is not always 
possible immediately, or even in the long 
run, to find jobs for all the unemployed, 
either because of obstacles or local ties. 
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The labour market programme there¬ 
fore also seeks to create employment. 
The Labour Market Board has con¬ 
siderable fiinds to finance government, 
municipal or private relief works, which 
can be started at short notice in districts 
where employment needs boosting, be 
carried out during a certain time of the 
year or be reserved for certain categories 
of unemployed. 

The Labour Market Board can'also 
use its funds to finance extra govern¬ 
ment orders to provide the time re¬ 
quired to find new jobs for workers 
affected by advance warnings or to 
bridge over a temporary decline in 
production. For the same purpose 
grant-in-aid can be given for municipal 
orders. Since all these employment 
creating measures are initiated on labour 
market policy grounds, they can be 
timed and aimed at a certain geographi¬ 
cal area or at a given branch of industry, 
and they can be reserved for certain un¬ 
employed categories. For handicapped 
persons, older workers and workers with 
local ties there are special workshops 
and simple outdoor jobs. In January,' 
1969, there were about 29,000 in such 
sheltered employment. In addition t* 
this, the Employment Service can also 
offer employers willing to employ handi¬ 
capped persons, who cannot be placed 
in the open market in the normal way, 
a grant amounting to about £400 per 
person per year. 

Tangible Results 

When it is desirable, employment 
can also be selectively increased 
through changes in private and public 
investment, as was done during the last 
European recession, when the situation 
in Sweden did not permit a general 
stimulation of demand. The investment 
funds,,of industry (held in reserve by 
the government under a scheme previ¬ 
ously described in this column) were 
released in the winters of 1967-68 and 
1968-69 to promote employment in the 
construction and engineering industries. 
For the same reason housing construc¬ 
tion and the building of schools and 
hospitals have also been allowed to 
ex|>and. The government takes its de¬ 
cisions on proposals from the Labour 
Market Board. 

By selective measures — including 
training for labour market purposes— 
it was possible during the winter of 
1967^68 to provide employment for some 
100,000 persons or about 3 per cent of 
the Swedish labour force. During the 
winter of 1968-69 this part of of the 
labour market policy programme pro¬ 
vided employment and training for 
about llO^OOO persona simultaneously. 
The government’s efforts has 
to a great extent been aimed at 
northern Sweden which, owing to 


structural changes in forestry, has had 
the highest unemployment rate in 
the country. Apart from this, efforts 
were largely concentrated on persons 
whom it has not been possible to fit 
into the open market. Another part of 
the labour market policy is to further 
a long-range increase in employment in 
certain underdeveloped areas, primarily 
in northern Sweden. Grants and loans 
can be made for the expansion of firms 
already established or to set up new 
manufacturing enterprises. During 
1963 to 1968 such aid, to a total of 
£65 million, was granted to 767 estab¬ 
lishments. The result in employment 
was 26,000 new job opportunities. 

Has this policy been successful in 
the sense that it has brought us nearer 
to the government’s various economic 
objectives? Mr Rehnberg answers: 
Yes. There was an increase in un¬ 
employment between 1966 and 1967, and 

“Disastrous 


during the first three quarters of 1968 
there was a further slight increase 
in the number of unemployed, but the 
highest differences registered at any 
time between 1966 and 1968 did not 
exceed one percentage unit. Building 
investments were, owing to the various 
steps taken, maintained on a high and 
rising level throughout the recession. 
Productivity within manufacturing has 
risen at a faster pace than usually. 
Consumer prices have been more stable 
(during 1968 completely stable) than 
earlier during the 1960s, and industry 
seems to have been able to manage 
its cost problems. Exports havekept 
pace with imports and the balance of 
payments improved. The growth of the 
GNP, 3.1 per cent in 1966 and 3.3 
per cent in 1967, was 4.5 per cent in 
1968. Not least, the serious shortage of 
manpower in important service sectors, 
such as health care and other public 
services, has been appreciably reduced. 

Trade Bill” 


H- R. VOHRA 


WASHINGTON: 

“Disastrous Trade Bill” is the heading 
of an editorial comment in the New 
York Times on the tariff bill proposed 
by the House Ways and Means Com¬ 
mittee. Only a staunch protectionist 
would quarrel with the description of 
the paper. 

The Committee’s press release makes 
it amply clear that what it wants is 
quantitative limitation of imports of 
textiles and footwear if not other items. 
Textile items are defined as articles of 
cotton, wool, man-made fibre and their 
blends while footwear are non-rubber 
footwear. 

“Under this provision,” says the 
press release “total quantities of im¬ 
ports of certain textiles and footwear 
would be limited by category and by 
country beginning in calendar year 1971 
to the average annual quantities im¬ 
ported during 1967-69.” 

It adds: “For the years after 1971 the 
total quantity of imports of each cate¬ 
gory of textile articles or footwear arti¬ 
cles would be limited to the quantity 
determined for the foreign country for 
the preceding year plus an increase 
determined by the President. Such 
increase would be limited to a percen¬ 
tage (not over five per cent) of the total 
quantity permitted to be entered in the 
immediately preceding year which the 
President determines to be consistent 
with the purpose of these quota provi¬ 
sions. The percentage increase for any 
category for any year would be the 
same for all countries.” 

. This is the main pivot of the proposed 


legislation. There are also other pro¬ 
visions which arc likely to make the re¬ 
versal from freer trade even more ob¬ 
noxious. For instance, the bill gives 
the President qualified authority to end 
the American Selling Price System which 
leads to astonishingly high tariffs on 
chemicals, for instance. But he is inst¬ 
ructed to seek more favourable terms 
than those negotiated during the Ken¬ 
nedy Round in exchange for an end of 
ASP. And Congress is to reserve the 
right to overrule the President’s action 
by a simple majority vote within 60 days 
after he takes it. 

Quaintly enough, the Committee’s 
bill allows the President to exempt parti¬ 
cular countries or products from com¬ 
pulsory quotas if he thinks these are 
opposed to the national interest. The 
Committee ignores that if he did use this 
clause, he would incur the wrath of 
GATT for practising a discriminatory 
form of bilateralism. 

While using state control for compul¬ 
sory quotas, it lashes out against state- 
controlled economies of other countries 
if they “dumped” their goods in the 
US on “construed value.” 

For the New York Times, as for 
other thoughtful papers, it is altogether 
a bad bill which deserves to be rejected 
by both House and Senate. Should it 
pass, the paper recommends that it 
overwhelmingly deserves a Presidential 
veto. 

The bill ignores the President’s opposi¬ 
tion to mandatory quotas on shoes mid 
other products. The only exception 
reluctantly made by the President is 
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textiles. The bill* however* also ignores 
the opposition of^he Joint Committee 
on Internal Revenue Taxation “to the 
wasteful scheme of export subsidies 
under a so-called Domestic International 
Sales Corporation (DISC)'*, And. of 
course, it ignores consumer interest to 
pander to the interests of the industries 
which have proved incapable of stand¬ 
ing up to the test of competition. 

A debate is now about to begin whose 
echoes will be heard all over the world 
and one might as well understand the 
arguments on both sides. 

Advocates of restrictions complain 
of dwindling foreign trade surplus and 
loss in the competitive position of the 
US. The US* they say* has been losing 
ground in its export trade in nearly all 
categories of finished manufactures, in¬ 
cluding machinery. They attribute the 
decline to the country’s tariff-cutting 
over the past 30 odd years. 

Adverse Trade Balance 

A leading advocate of this view is 
Oscar Strackhein. He says; “The 
irrefutable fact is that we are in a weak 
competitive position in world markets, 
and in our own market vis-a^vis im¬ 
ports.” If those exports which are fi¬ 
nanced under foreign aid are deducted 
from the official total export figures and 
if insurance and freight arc added to the 
official imports figures, the US had an 
excess of imports over exports in 1968 
amounting to $4.6 billion. 

To these people, the evaporation of 
the favourable trade balance from $6.7 
billion in 1964 to less than $1 billion in 
1968, on the basis of the official statistics, 
appears disastrous in light of the conti¬ 
nuing negative balance of payments 
position of the US. So, they say, im¬ 
ports must be curtailed if exports can¬ 
not be increased. 

Secondly, they also attribute the de¬ 
cline in exports to high American 
wages. Although the US leads the world 
in output per man hour, the lead in 
many instances is no longer held wide 
enough to overcome the foreign labour 
cost advantage. 

It follows from this argument that low 
wages paid abroad make the import- 
competition “unfair,” They complain 
that wages in some countries are so low 
that they would be illegal in the US. 
The argument is particularly addressed 
to American-owned firms abroad which 
use American-technology but employ 
low-paid local labour. 

Thirdly, they assert that devaluation 
of foreign currencies has helped narrow 
the favourable US trade balance. The 
US has not devalued the dollar during 
the tariff-cutting era of the past 33 years. 
Many of the tariff concessions the US 
has obtained from other countries have 


tended to disappear under the impact of 
currency devaluations. 

Fourthly, they refute the Administra¬ 
tion’s cure for “injury” to an industry 
through adjustment assistance. They 
prefer instead quantitative quotas which 
grow as US economy expands and cont¬ 
ract if it shrinks. 

Supporters of textile and footwear 
quotas base their argument on the rapid 
growth of imports. Between 1961 and 
1968 imports of textiles have increased 
by 135 percent compared with an in¬ 
crease in domestic production of only 
47 per cent or almost three times as 
fast. The shoe industry points out that 
the imports of shoes increased from 
eight million pairs in 1955 to 180 million 
pairs in 1968 or from 1.3 per cent of 
domestic production to 28 per cent. 
Projections indicate that by 1975 im¬ 
ports would be 90 per cent of domestic 
output. 

Advocates of liberalisation are un¬ 
impressed. They draw on trade statistics 
which show that total exports have been 
increasing steadily since 1962 at approxi¬ 
mately $2.3 million a year while im¬ 
ports have been increasing at about 
$2.8 billions a year. But they attribute 
the trade gap in large part to the severe 
inflation in the US during the past few 
years. 

Turn Around Period 

But perhaps the most convincing 
argument against quotas comes from 
those who believe that the main link of 
the US with other markets today is via 
production facilities in foreign countries 
rather than via export. The position of 
the US in the world economies, they 
think, is stronger today than before. 
Though US exports are growing between 
7 and 8 per cent a year, the deliveries 
of US industries to foreign markets from 
their production facilities abroad exceed 
their exports from continental United 
States by about five times. The growth 
of this production abroad is at the rate 
of 9 to 10 per cent. 

American industries abroad are pro¬ 
ducing at least $200 billion worth of 
products a year campared with exports 
of $35 billion from continental United 
States. Thus, they conclude, that with 
its dwindling trade surplus and its 
growing returns from foreign invest¬ 
ments ‘*is quite possible that the Uni¬ 
ted States is in a turn around period.” 

This means that it would become nor¬ 
mal to expect that it is advantageous 
for imports to exceed exports as long as 
monetary receipts offset the excess. 

It is readily admitted that the growth 
of American corporations abroad will 
compel adjustments within the United 
States with respect to certain companies 
and certain workers and the government 


can assist and smooth the process. They 
reject the argument that imports of 
American-controlled corporations are 
injurious to American workers because 
they do not accept the distinction bet¬ 
ween “labour” and “consumers.” 

Utilisation of Resources 

They do not agree that the function 
of production is merely to provide jobs. 
If that were so all we would have to do, 
they say, would be to abolish labour 
saving machinery. The American Enter¬ 
prise Institute in an analytical summing 
up, adds: 

“One of the purposes of the economic 
system is to encourage technological 
innovations which make it possible to 
produce more consumption goods with 
less effort .Technological unemployment 
is a serious problem, but it will not be 
solved intelligently by restricting the 
output of goods. International speciali¬ 
sation of production, whether it be by 
American-owned or foreisn-owned ca¬ 
pital is one aspect of the phenomenon of 
technological innovation. Capital gra¬ 
vitates to areas where profits are highest 

J his is what is meant by the ‘maximum 
filiation of resources.' Owners of 
American capital find that they can 
maximise their gains by producing cer¬ 
tain goods abroad rather than at home. 
The decisions are made, not in terms of 
physical productivity alone, but in view 
all environmental factors, including 
governmental interferences with pro¬ 
duction and trade.” 

Workers, as a whole, will benefit 
most from production when total out¬ 
put is large. They will suffer from 
policies that increase the share of one 
segment of the population at the ex¬ 
pense of total production. Freedom to' 
import, liberals assert, if accompanied 
by genuine governmental concern to 
take care of displaced workers and in¬ 
jured industries will benefit everyone. 
Supporters of liberalisation specifically 
refute that quotas on imports of textiles 
and shoes are justified even on economic 
reasons. They say: 

“Neither the textile industry nor the 
shoe industry has asked for relief from 
import competition under the ‘escape 
clause’ provision of existing; law. 
Failure to take such action implies that 
the leaders of the industries themselves 
are convinced that they cannot prove 
that increased imports have caused, or 
threatened to cause, serious injury to 
their industries. In fact, during the 
1960s both sales and profits of the do¬ 
mestic textile and footwear industries 
increased substantially. From 1961 to 
1969 sales of textiles increased 62.6 per 
cent, and profits 114.4 per cent while 
apparel sales increased 83.5 per cent 
and profits 187.9 per cent” 
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Thfre is nearly as much economics 
as there is politics in the treaty which 
the Federal Republic of Germany has 
signed with the USSR in Moscow, 
While German reunification may be 
deemed to be dear to Bonn’s heart, it 
must certainly have been an acutely 
frustrating situation for export-oriented 
economies, such as West Germany's, 
to be merely or mostly watching while 
Britain, France and Italy arc nibbling 
at the enormous cake of the Russian 
market. The clear implication of the 
pact is that Mr Willy Brandt and his 
advisers have thought it profitable to 
leave it to time to settle the reunification 
issue and, in the meanwhile, explore 
current or prospective opportunities for 
trading more extensively with the Soviet 
Union which the improvement in politi¬ 
cal relations effected by the Moscow 
agreement should bring about. s 

With the United States going increas¬ 
ingly protectionist and Japan's export 
prowess becoming more and more 
formidable. West Germany may well 
feel that the Common Market is becom¬ 
ing an inadequate market place for 
its industry. Since the Soviet Union 
is apparently now in a position to invest 
more and more in consumer durables 
to which its people have been denied 
access for years and years, it is but 
natural that West Germany should 
have felt powerfully tempted to explore 
means of giving a decent burial to as 
much as possible of the remnants of 
the cold war in Europe. It is possible, 
no doubt, to debate whose have been 
the greater political gains—Moscow's 
or Bonn’s—, but it is surely obvious 
that, so far as economic advantages arc 
concerned, Mr Willy Brandt has not 
merely calculated hopefully, but wisely 
and well. The commercial re-integra¬ 
tion of Europe it appears may come 
before its political division is signifi¬ 
cantly repaired. The Common Market 
meanwhile, seems to be in for a sea- 
change -and this not because of any¬ 
thing that Britain may decide to do 
or not to do about it. In fact, one by¬ 
product of the Moscow-Bonn treaty 
may be a further decline in Britain's 
political influence or economic impor¬ 
tance in relation to Europe generally 
and western Europe in particular. 

>:< * 

The design of the ‘standard’ which 
the Chief Minister of Tamil Nadu seeks 
to inflict on that state should leave no 
one in doubt that Mr Karunanidhi's 


move cannot be accepted by the lur 
tion. The design shows the national 
flag at the top left corner and the stale's 
symbol of a temple ‘gopuram* in the 
bottom right. It is intolerable that in 
any ‘flag’ or ’standard; or whatever 
Mr JCarunanidhi, in his clever-clever 
way may choose to call it, the national 
flag should be pictured anywhere except 
at the centre or indeed that it should be 
made to share space with any other 
emblem. If, unfortunately, it so hap¬ 
pens that due to the exigencies of 
the opportunist politics of today, Mr 
Karunanidhi is able to go his way to 
the extent of having a state Hag for 
Tamil Nadu, it should at least be en¬ 
sured that the national flag is not 
slighted or otherwise insulted bv being 
incorporated in it 

While it is undoubtedly true that the 
main object of Mr Karunanidhi's move 
is to divert public attention in his own 
state from the poor and even venal 
record of the DMK in office, it is pait 
of his strategy also that his party's 
long-term aim of enfeebling the autho¬ 
rity of the central government should be 
furthered through every possible means 
of eroding the consciousness of their 
nationhood among the people of Tamil 
Nadu and* indeed, among the people 
in all the states. 

* # 

Meanwhile, the kind of political 
morality which the people of the 
country must be prepared to reckon 
with while dealing with the DMK 
brand of politics has been disclosed, 
perhaps unwittingly, by Mr Karuna¬ 
nidhi while talking to newsmen in 
the capital last week. Reacting to the 
Jana Sangh's efforts to cultivate 
Tamil Nadu, the Chid' Minister made 
the astonishing observation that any 
growth of Jana Sangh activities in his 
state was bound to revive the conflict 
between the Brahmins and the non- 
Brahmins there. Mr Karunanidhi's 
declaration has some interesting impli¬ 
cations. It seems to be his belief, for 
instance, that the Jana Sangh in Tamil 
Nadu such as it is, is either a Brahmin 
party already or can develop only as a 
Brahmin party. I wonder what ground 
there is for this presumption. The 
Jana Sangh is not an organisation -of 
Brahmins, but a Hindu political party 
and there is no particular reason 
why only Brahmins in Tamil Nadu 
and not other Hindus in that state 
should respond to such an appeal 
as the Jana Sangh’s principles or 


programmes may h ue. 

As a matter of fact, considering that 
Brahmins am a Minll nunouu in Tamil 
Nadu, the Jana Sangh must ohviously 
try to appeal to far wider sections of 
the Hindu community in that slate if 
it u at all serious about building up 
its presence there, Neither the Jana 
Sangh north: Brahmins in Tamil Nadu 
can be politically so naive a > to believe 
that this parly can expect to have a po¬ 
litical future in that state as a Brahmin 
or even mainly Brahmin body. Mr 
Karunanidhi is not exactly an unintelli¬ 
gent person and he must, therefore, be 
presumed to know this much, If, 
nevertheless, he has chosen to invoke th: 
ghosts of the Qruhmin-non-Brahmin 
conflict, to which his party may trace its 
origins, with or without pride, it must 
be because he is intellectually and 
morally too weak to resist the tempta¬ 
tion of bullying oi blackmailing a 
numerically sm ill and, theieforc, politi¬ 
cally vulnerable section of the people 
of 'Tamil Nadu which he apparently 
believes, is not to he relied upon in 
electrora! terms by his party. 

Here is the cloven hoof of fascism for 
all to see, Fortunately for th* Brah¬ 
mins of Tamil, Nadu, thnr political 
options arc not confined to a choice 
between the DMK and the Jana Sangh, 
although for the DMK itself ih;rc may 
not, be fhr same wide scope to be choosy 
when it comes to pekmg its electo¬ 
ral all’cs. Even at the last genera! elec¬ 
tion the DMK had associated with the 
Muslim League, thereby subordinating 
its vaunted secularism to the conve¬ 
nience of an electoral alliance with the 
religions communalism of the Muslim 
League Except in some constituen¬ 
cies, the Brahmin vote may be far too 
scattered to be worth bargaining lor, 
but this community need not be w> 
poor in spirit that it should let itself be 
neutralised by threats or such other 
forms of intimidations as the present 
Chief Minister of Tamil Nadu seems 
poised to practise.- Incidentally, is 
it Mr KarunanidhTs suggestion th'il the 
Brahmins in Tamil Nadu think or arc 
inclined to think that their political 
future could be made safe only by 
their community associating itself with 
an all-India party, whether it is the 
Jana Sangh or some other party? 
If so, it speaks poorly of the DMK as a 
political organisation with pretensions 
to being considered a modem political 
party in a democratic political order. 

V.B, 
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RAILS FOR SOUTH KOREA 

Tuii Hindustan Steel Ltd has sc:ured 
an order from South Korea for the 
supply of 4l t (XK) tonnes of rails against 
competition from such industrially 
advanced countries as Japan and 
Canada. A Press note issued by the 
HSL states that the approximate value 
of the order is S 7.5 million (about 
Rs 5.6 crores). In 1968, Hindustan 
.Steel had secured an order for supply 
of rails. The HSL is likely to commence 
supply against the repeat-order from 
April 1971 and complete the delivery 
by September 1971. 

INDUSTRIALIST S MEET CHAVAN 

Tur Financi- Minister, Mr Y.B. 
Chavan called for a “continuous dialo¬ 
gue” between the government and the 
business community to ensure rapid 
economic growth at an hour-long meet¬ 
ing with the committee of the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry. The leading industrialists 
explained their problem* in details. 
Mr Chuviin pointed out that an impres¬ 
sion had been created that there was a 
sense of hostility between the govern¬ 
ment and the business community. 
This was wrong. There was no question 
of the government not listening to the 
point of view of others. Mr Chavan 
added that economic development, 
had to be coupled with social justice. 
“I bis dual approach influences govern¬ 
ment policies and not any rigid ideologi¬ 
cal considerations,” Mr Chavan said. 

The Finance Minister replied to a 
number of points raised by the FICCI 
President Mr D. S. Kothari, and 
members of the committee including 
the proposal to convert excise duty on 
sugar, tobacco and cotton into sales 
tax and voting rights in respect of shares 
pledged with the banks. Mr K K Birla 
referred to the situation in West Bengal 
and said that the atomospherc of un¬ 
certainty was such that unless credit 
conditions were relaxed, bunks would 
find it difficult to advance loans to 
industry and trade in that troubled 
slate. 

At a separate meeting with the 
foreign Trade Minister, Mr L.N. 
Mishra. the HCCI committee reviewed 
the export trends. Mr Kothari ex¬ 
pressed the fear, that the annual growth 
rate of seven per cent set for ihs fourth 
Plan may not be reached. In this con¬ 
text, the called for a fresh look a. 
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export incentives and policy imple¬ 
mentation. 

R-B.I- GUIDELINES ON GURANTEE 

The Reserve Bank of India has re¬ 
viewed the practices of commerical 
banks and other financial institutions 
taking personal guarantees from 
directors and other managerial person- 
nal of borrowing concerns and 
has issued certain guidelines to 
help identify the circumstances under 
which a guarantee may or may not be 
considered necessary. In the case of 
public limited companies when lending 
institutions arc satisfied about the 
management, its stake in the concern 
and economic viability of the proposal, 
the Reserve Bank says no personal 
guarantee be insisted upon. The same 
thing applies to companies under pro¬ 
fessional management. In cases where 
lending institutions are not satisfied 
about the aspects of loan proposals, 
the bank says they should seek to 
stipulate conditions to make the pro¬ 
posals acceptable without such guaran¬ 
tees. In any case the bank wants the 
lending institutions to review the exis¬ 
ting cases where guarantees have been 
obtained. The case of companies 
where shares are held closely by a per¬ 
son or a group (not being professionals 
or government) irrespective of other 
factors, the batik suggests that personal 
guarantee should preferably be that of 
the principal members or th; group hol¬ 
ding shares in the borrowing company 
rather than that of the director mana¬ 
gerial personnel functioning as 
director in any managerial capacity. 
The bank says that guarantees may be 
helpful in the case of public limited 
companies other than those rated as 
first class. 

ASSISTANCE FROM CANADA 

Three agreements were recentlysign- 
ed between this country and Canada un¬ 
der which the latter country will pro¬ 
vide assistance of a total value of $ 15.2 
million or Rs 10.65 crores. The agree¬ 
ments were signed, on behalf of India, 
by Drl.G. Patel, Secretary, Department 
of Economic Affairs, Ministry of Fi¬ 
nance, and on behalf of Canada by the 
High Commissioner, Mr James George. 
One of the agreements is for a develop¬ 
ment loan of Rs 9.1 crores or $13 
million. This agreement is in continua¬ 
tion of the one signed on April 22,1970 
under which Canada provided Rs H. 9 
crores or $17 million. Both develop¬ 


September 4* 1970 

ment loans are for use largely by Indian 
industry for the import of Canadian in¬ 
dustrial commodities. 

Fifty per cent of $13, million to be 
provided under the present agreement 
willbe used to increase stocks of edible 
oilseeds through the import of Cana¬ 
dian rapeseed. Other items for import 
include copper, asbestos, zinc and rub¬ 
ber. There is also provision for mis¬ 
cellaneous commodifies such as ferro¬ 
alloys, acetylene black, etc. There is no 
interest or any other service charge on 
the development loan made available 
under this agreement. It is to be 
repaid over 50 years including an initial 
10-year grace period — the most favour¬ 
able terms available to India from any 
source. Of the other two agreements 
signed, one relates to a plan of opera¬ 
tion for Canadian assistance to an 
all-India co-ordinated research pro¬ 
gramme in dry-farming. This project 
is in direct support of the pronounced 
emphasis on dry-land farming develop¬ 
ment contained in fhe fourth five-year 
Plan. The initial estimated cost of 
Canadian contribution is $1.5 million 
or Rs 1.05 crores* which will be pro¬ 
vided on a grant basis. Canada will 
also supply suitable agricultural ma¬ 
chinery and laboratory equipment not 
available in India. Indian scientists 
will also be able to spend short periods 
at Canadian dry-land research centres. 

The third agreement relates to a plan 
of operation for a groundwater hydrolo¬ 
gical survey of the hard rock areas of 
Andhra Pradesh. The survey will 
establish techniques under which vari¬ 
ous groundwater development agencies 
will be able to evaluate the extent of 
groundwater resources and their poten¬ 
tial for future exploration. Covering 
an area of 3,000 square miles incentral 
Andhra Pradesh, the survey will pro¬ 
vide quantitative data capable of extra¬ 
polation to other areas of the Deccan 
Plateau. The initial estimated cost of 
this Canadian contribution is $0.7 
million or Rs 50 lakhs which will be 
provided on a grant basis. 

HYDRAULIC EQUIPMENT 

The union government has desired to 
create additional capacity for the manu¬ 
facture of hydraulic equipment such as 
hydraulic pumps and valves, oil hydrau¬ 
lic equipment and accessories which 
are extensively used in various items of 
machine tools, automobiles, agricultural 
tractors, aircrafts and ships. Applica¬ 
tions have been invited from prospec¬ 
tive entrepreneurs for grant of licences 
under the Industries (D&R) Act, 1951, 
for the establishment of such capacity, 
for the manufacture of hydraulic pumps 
and valves, oil hydraulic equipment and 
accessories needed for the purpose. 
Applications for grant of industrial 
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licences have to reach the Secretary, 
Ministry of Industrial Development and 
Internal Trade (Department of Indust¬ 
rial Development), New Delhi, before 
November 30, 1970. 

HANDICRAFTS EXPORTS 

Exports of all handicrafts, including 
gem and jewellery reached a record 
figure of Rs 94.72 crores during 1969- 
70, showing an increase of Rs 18.25 
crores, or 23.9 per cent over the pre¬ 
ceding year. Since 1961-62, the 
beginning of the third Plan period, 
exports of handicrafts have increased 
five-fold from a modest amount of Rs 
19.34 crores in 1961-62 to Rs 94.72 
crores during 1969-70. In terms of the 
US dollars, exports have increased three¬ 
fold from $ 40.7 million in 1961-62 
to $ 126.3 million in 1969-70. 

RUBBER PRODUCTION 

Addressing the meeting of the Rubber 
Board held recently the union Minister 
of Foreign Trade, Mr L.N. Mishra. 
stated that the production of natural 
rubber had, during the decade and a 
half from 1954-55 to 1969-70, increase^ 
from 21,774 metric tons to 81,953 
metric tonnes. The consumption of 
rubber has also been steadily increas¬ 
ing during this period from 26,332 
metric tons in 1954-55 to 86,213 met¬ 
ric tons during 1969-70 exclusive of 
synthetic and reclaimed rubbers. This 
has been due to the steady increase in 
installed capacity during the successive 
plan periods to meet the growing 
internal requirements of tyres 
and other manufactured goods like 
foot-wears and industrial appliances, 
in addition to the larger requirements 
by the defence forces. 

Mr Mishra added that he was not un¬ 
aware of the anxiety of the rubber 
growers about a fair price to them 
which would ensure a satisfactory econo¬ 
mic return. A decline in the price of 
natural rubber during the last few weeks 
had also come to his notice, he added. 
An unfortunate fall in consumption by 
tyre factories, while production esti¬ 
mates had been fulfilled, had obviously 
contributed to accumulation of stocks 
and lesulted in falling prices. The 
report presented by the Tariff 
Commission in 1969 is currently 
under active consideration. He was 
hopeful that it would be possible to 
announce the decision of the govern¬ 
ment shortly. 

IRRIGATION POTENTIAL 

Periodical survey of irrigation poten¬ 
tial as on the lines of annual pow r cr sur¬ 
veys is likely to be undertaken in the 
near future. This was stated by Dr 
K.L. Rao, union Minister for Irriga¬ 
tion and Power, when members of the 


Consultative Committee met the Irri¬ 
gation Commission recently. The minis¬ 
ter added that though the irrigation 
potential today was 100 mi’Iion acres, 
lhe utilisation was not very satisfactory 
due to various factors. The govern¬ 
ment was also concerned about the slow 
progress of major irrigation projects, 
such as the Rajasthan Cana!. One sug¬ 
gestion was that the Rajasthan Canal 
should be taken as a central project 
and a statutory authority set up to 
administer the complex. Another mem¬ 
ber suggested that the present policy of 
financing some vital piojects, which 
should be considered as national pro¬ 
jects, should be decided and each plan 
should make a provision of Rs 500 to 
1000 crores specifically for their speedy 
execution. It was also suggested that 
betterment levy should be collected only 
after a period of five years of introduc¬ 
tion of irrigation. Special consideration 
should be given to chronic drought 
affected areas. 

BOOK PUBLISHING 

A 27-day Regional Training Course in 
Book Publishing Management organised 
by UNESCO was held in New Delhi 
starting from August 31, 1970. The 
course covers economics of book pub¬ 
lishing, book production, marketing 
considerations, promotion and adver¬ 
tising, evaluation of sales experience 
and long-range planning. About 
28 participants from 10 Asian member 
states, including 14 from India, joined 
the course. 

RURAL HOUSING 

The mcmbeis of the Consultative 
Committee of Parliament attached to 
the Department of Works, Housing 
and Urban Development are under¬ 
stood to have noted with concern that 
out of total fourth five-year Plan pro¬ 
vision of Rs 168 crores for housing (in¬ 
cluding Rs 40 crores for Calcutta Metro¬ 
politan area), only Rs 2.5 crores were 
so far allotted bv the states for Village 
Housing Project Scheme. * Members 
were generally of the view that funds 
for rural housing should be earmarked 
and rural housing boards should be 
set up in the states to undertake hous¬ 
ing programme in rural areas. The 
Minister of Health, Family Planning, 
Works, Housing & Urban Develop¬ 
ment, Mr K.K. Shah, who presided 
over the meeting, apprised the Members 
of the decisions taken at the Jaipur 
Conference of state ministers in-charge 
of Rural Housing. He said that in view 
of the paucity of resources and the 
magnitude of the problem, it was de¬ 
cided that rural housing programme 
would be undertaken on the basis of a 
selective approach instead of disbursing 
the meagre resources all over the state. 


Each state would select one district for 
every one crore of population, for under¬ 
taking an intensive programme of rural 
housing. States having a population 
of less than one crore would also select 
one district each under this programme. 
As much as 75 per cent of the expendi¬ 
ture required for the construction of 
houses under the programme would be 
provided by the central government as 
a loan and the remaining is per cent 
would be borne by the state govern¬ 
ments themselves. 

CO OPERATIVE BANKS MEET 

Co-ordination between co-operative 
credit institutions and commercial banks 
in financing agricultural production 
will be one of the main topics for dis¬ 
cussion when chairmen of state co¬ 
operative banks meet the Finance 
Minister, Mr Y.B. Chavan, in 
New Delhi on September 7. 1970. 
Mr Chavan s meeting with chairmen 
of state co-operative banks follows 
a similar conference that the Finance 
Minister had with custodians of na¬ 
tionalised banks on July 22, 1970. 
Other subjects on which Mr Chavan 
and chairmen of state co-operative 
banks will exchange views include de- 
f>osit mobilisation by co-operative 
banks; financing of primary agricultural 
societies by commercial banks msclee- 
Iccted areas; and rehabilitation of weak 
ccntial co-operative banks. Besides 
chairmen of co-operative banks, others 
taking part in the discussions will be 
officers of the Reserve Bank of India, 
representatives of the Ministry of Food, 
Agriculture, Community Development 
and Co-operation and custodians of 
three commercial banks. 

ASSISTANCE TO PUBLISHERS 

In order to mitigate the hardship 
caused to students in schools and col¬ 
leges and to the reading public owing 
to short supply of educational text¬ 
books and reference books and with a 
view to helping publishers and book¬ 
sellers to bring out and sell sufficient 
stocks of these necessary publications, 
Dena Bank has introduced a scheme for 
granting advances against stocks of 
educational books and text books 
approved by the appropriate educa¬ 
tional authorities. The amount of ad¬ 
vance will be related to the monthly 
turnover of the bookseller and the value 
of books held by him in stock. As a 
further measure to encourage import 
substitution, Joans will also be granted 
to publishers for printing and publish¬ 
ing Indian editions of foreign books 
which have been approved as text books 
in colleges. The bank will also grant 
loans to booksellers and publishers 
against plcdge/hypothecalion of stocks 
of exercise books, account books and 
stationery. 
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Company Affairs 


GREAT EASTERN SHIPPING 

The directors of the Great Eastern 
Shipping Co. Ltd have proposed an 
equity dividend of Rs 1.20 per share 
of Rs 10 each for the nine-month period 
ended March 31, 1970 on a higher 
capital resulting from the bonus issue 
made last year in the ratio of one 
new share for every share held. Th * 
company had paid an equity dividend 
of Rs 2.50 per share on the old capital 
for the previous year ended June 30, 
1969. The company’s working during 
the nine-month period has resulted in 
a gross profit of Rs 277.46 lakhs 
compared with Rs 378.26 lakhs in the 
previous year ended June 30, 1969. 
The directors have provided Rs 109.24 
lakhs for fleeted depreciation and 
Rs 9.44 lakhs for managing agertts’ 
remuneration. No provision has 
been made for development rebate 
reserve against Rs 86.45 lakhs in the 
previous year. The net profit thus 
works out to Rs 105.77 lakhs during the 
period against Rs 146.80 lakhs in the 
previous year. After making some 
adjustments, the amount available for 
disposal is Rs 106.58 lakhs. The 
directors have transferred Rs 58.63 
lakhs to the reserve of exempted profits 
under section 80 J of the Income-Tax 
Act 1961 and Rs 47.50 lakhs to general 
reserve, leaving a sum of Rs 45,270 
to be carried forward against Rs 46,129 
brought in. A sum of Rs 4.50 lakhs 
has also been transferred to general 
reserve No. 2 released from develop¬ 
ment rebate reserve. The dividends 
will absorb Rs 57.49 lakhs. 

NATIONAL MACHINERY 

National Machinery Manufacturers 
Ltd has made rapid strides in textile 
machinery manufacture, h ving com¬ 
pleted the production of its 5000th 
automatic loom last month. Since its 
phased manufacturing programme in 
1961, it has steadily diminished the 
import content cf components from 
65 per cent to 15 per cent. The turn¬ 
over in the current year is expected 
to amount to Rs 7 crores against Rs 6 
crorcs last year. It has set a target 
of 15 per cent increase in its turnover 
for five years to achieve a turnover of 
over Rs 12 crores. The company had 
diversified production to cover doublers, 
carding engines and automatic looms. 
Since 1955, when production of com¬ 
plete machines was undertaken, NMM 
has so far supplied 7,848 ring frames, 
832 doublers, ^73 carding engines 


and 4,850 automatic looms. The 
current order book shows 20 months' 
production of automatic looms and 
10 months" production of spinning 
frames. In the conventional textile 
machinery range, it has recently com¬ 
pleted a proto-type draw frame. 
Regular production is expected to 
begin next year. Through its colla¬ 
borators, Platt International UK, 
Ruti of Switzerland, NMM offers the 
Indian textile industry the latest in 
textile machinery technology. Fur¬ 
ther diversification is envisaged by the 
company to meet the needs of the indi¬ 
genous market. It expects to add a 
range of mach : nery for the processing 
of synthetic fibres to its current manu¬ 
facturing schedule next year. In this 
connection, it is negotiating a techni¬ 
cal collaboration with Barmag of 
West Germany. The company at 
present exports only spinning machi¬ 
nery to countries such as UAR. It has 
received inquiries for aiitomjic looms. 
It sells about 80 per cent of the loom 
requirements of the mills in the country. 

INDIAN CABLE 

The gross profit of Indian Cable 
Company Ltd for the year ended 
March 70, has declined from Rs 41.66 
lakhs to Rs 37.75 lakhs although 
sales have registered an increase of 
Rs 41.22 lakhs to Rs 13.49 crores. 
The company has, however, decided 
to maintain its equity dividend at 2.5 
per cent for the year. After charging 
Rs 29.04 lakhs for depreciation, Rs 
4.20 lakhs for reorganisation expenses 
and Rs 1 lakh for taxation, the net 
profit is higher at Rs 3.51 lakhs against 
Rs 1.44 lakhs. Bringing in Rs 12.28 
lakhs being taxation no longer required, 
the net available surplus amounts to 
Rs 15.79 lakhs, against Rs 3.89 lakhs. 
Of this, a sum of Rs 12.88 lakhs has 
been transferred to general reserve while 
development rebate reserve gets 
Rs 2.70 lakhs and debenture redemp¬ 
tion sinking fund Rs 21,472. The pro¬ 
posed dividend absorbs Rs 10.36 
lakhs and it will be paid out of the 
general reserve. In his annual state¬ 
ment, Mr D. Forwood, chairman has 
struck a note of cautious optimism 
about the future prospects of the cable 
industry. Towards the end of the year 
under review, he indicated some healthy 
trends were visible like finalisation of the 
fourth Plan targets, expansion of the 
schemes of state electricity board and 
encouraging improvement in other 
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sectors of the economy. But the 
development of the cable industry, he 
remarked would wholly depend on the 
adequacy demand and unhindered 
supply of basic raw materials together 
with good industrial relations to fulfil 
this demand. 

HINDUSTAN WIRE PRODUCTS 

Subject to the consent of the Can* 
trailer of Capital Issues, the directors 
of the Hindustan Wire Products Ltd, 
have proposed to capitalise Rs 6.25 
lakhs out of genera! reserve and issue 
62,500 equity shares of Rs 10 each as 
bonus shares to the existing sharehol¬ 
ders in the ratio of onc-for-thrce. 
Meanwhile, they have proposed a higher 
dividend of Rs. 1.50 per share for the 
year ended March 31.1970, as against 
Rs. 1-25 a share paid previously. 
Transfer books will be closed from 
September 17 to 23. 

HIND RECTIFIERS 

The directors of Hind Rectifiers 
Ltd have proposed to maintain an 
equity dividend of 10 per cent for 
the year ended March 31, 1970. 

The company has shown better re¬ 
sults for the year with its gross, profit 
rising to Rs 13.60 lakhs from Rs 8.62 
lakhs in spite of a small decline in sales 
to Rs 1.16 crores from Rs 1.18 crores. 
Out of the profit, depreciation claim; 
Rs 4 00 lakhs, taxation Rs 4.09 lakhs, 
development achate reserve Rs 98,364 
and managing agents’ remuneration 
Rs 1.14 lakhs, leaving a net profit of 
of Rs 4,33 lakhs against Rs 3,41 lakhs. 
With a write-back of Rs 44,295 being 
the excess tax provision for the pre¬ 
vious year, the disposable surplus 
amounts to Rs. 4.77 lakhs out of which 
a sum of Rs 40,000 has been used 
to write of goodwill and the balance ot 
Rs 4.37 lakhs has been set apart for 
the general reserve. The proposed 
dividend amounting to Rs 3 lakhs will 
be paid out of general reserve. 

ESTRKLA BATTERIES 

Estrela Batteries Ltd, will shortly 
issue right shares. It has undertaken 
a big expansion programme of Rs 2 
crores and is negotiating with the 
1FCI for a loan of Rs I crons. 
Sales during the year ended March 31. 
1970 went up from Rs 406 lakhs to 
Rs 487 lakhs and the directors are hope¬ 
ful of maintaining the sales this year. 
The company has secured permission 
to replace the worn-out equipment and 
machinery and has already placed 
orders abroad to import machinery 
worth more than Rs 20 lakhs. The 
company has also received govern¬ 
ment sanction to import capital goods 
for expanding production by 60 million 
cells. The project to manufacture 
plastic tubular cases for battery jackets 
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is also under government considera¬ 
tion, 

SANDVIK ASIA 

The sales of Sandvik Asia Ltd for 
the year ended March 31, 1970, have 
gone up from Rs 2.87 crores Up Rs 
4.79 crores. The profit before tax has 
more than doubled to Rs 68.82 lakhs. 
This has been arrived at after providing 
Rs 26.37 lakhs for depreciation. The net 
profit amounts to Rs 22.82 lakhs as 
against Rs 12.82 lakhs in the previous 
year, after providing for taxation of 
Rs 42 lakhs and setting aside Rs 4 
lakhs for development rebate reserve. 
A sum of Rs 22.82 lakhs from the net 
profit is transferred to general reserve. 
The directors have proposed a dividend 
of Rs 12 per share for the year which 
will claim Rs J3.20 lakhs and will be 
paid from general reserve. The 
directors have decided to change the 
financial year of the company April- 
March to January-December. Accor¬ 
dingly, the accounts and reports that 
will be presented at the next annual 
general meeting will be for the period 
of nine months from April 1 , 1970 to 
December 31, 1970. During the year 
the company’s exports totalled Rs 
22.08 lakhs compared with Rs 4,25 
lakhs in the previous year. These 
include exports through Messrs Atlas 
Cap-Co (India) Pvt Ltd who are the 
sole selling agents for rock drill steels. 

INDIAN STANDARD WAGON 

After transferring the balance stan¬ 
ding to the credit of general reserve 
amounting to Rs 1.43 lakhs and writing 
v back excess provision for taxation to 
the credit of profit and loss account and 
after providing Rs 6.56 lakhs for depre¬ 
ciation and Rs 2.95 lakhs to other re¬ 
serves, the Indian Standard Wagon 
Co. Ltd has reported a net balance in 
the profit and loss account for the year 
ended March 31, 1970, and this to¬ 
gether with the loss brought forward 
from the previous year aggregating 
Rs 122.14 lakhs has been carried for¬ 
ward to next year. For the previous 
year, the comparable figure was a loss 
of Rs 41.88 lakhs after providing 
Rs 5.06 lakhs for depreciation, Rs 
1.54 lakhs for retrenchment compensa¬ 
tion and Rs4.18 lakhs for other reserves. 
The directors have proposed to skip 
the equity of dividend for the fourth 
year in succession. The dividend on 
preference shares is also skipped as 
against 7 per cent paid previously. 

CELLULOSE PRODUCTS 

Mr Laxmikant Bhagubhai, managing 
director of the Cellulose Products of 
India Ltd, has expressed the hope that 
the company would be able to show 
better results in coining years as two new 
projects were coming up. Presiding 
over the company’s annual general 


meeting in the absence of the chairman, 
Mr Y. N. Mafatlal, in Ahmedabad 
he told the shareholders that the 
Pillo-Pak board project was now ready 
for trial production and commercial 
production would start soon after. 
At full capacity the annual turn over of 
the project would be around Rs 1.20 
crores. The Agar-Agar project estab¬ 
lished at Madurai had also gone into 
production since May last and its annual 
turnover was expected around Rs 18 
lakhs to Rs 20 lakhs per year. The 
sales during the first four months 
amounted to Rs 83 lakhs compared with 
Rs 71 lakhs in the corresponding 
period of the previous year. He said 
that the board has once considered the 
question of bonus issue but felt that the 
government would not allow it owing 
to new policy guidelines. Hence the 
board decided not to recommend a 
bonus issue. 

SESHASAYEE PAPER 

The profit of the Seshasayee Paper 
for the year ended March 31, 1970, 
has risen to Rs 117.65 lakhs from 
Rs 58.31 lakhs before providing for 
depreciation. After wiping off the 
arrear of depreciation amounting to 
Rs 79.62 lakhs, the directors have set 
aside Rs 50.05 lakhs. The surplus of 
Rs 16.90 lakhs has been carried over 
to the current year against Rs 28.90 
lakhs brought in. The dividend for the 
last working year has been passed over. 
It is not un likely that an interim 
dividend may come out as the current 
year's working is reported to be very 
good. 

SANGAMESHWAR COFFEE 

Sangameshwar Coffee Estates Ltd 
has earned a lower net profit of 
Rs 95,696 for the year ended March 31, 
1970, after providing Rs 84,247 for 
depreciation and Rs 51,000 for taxa¬ 
tion. A sum of Rs 50,000 has been 
transferred from the general reserve. 
Equity and preference dividend has 
been maintained at 10 per cent. Equity 
and preference dividends will absorb 
Rs 1.45 lakhs. The coffee crop was 
lower at 332 tonnes. For the current 
year the crop estimate is 388 tonnes. 

AMUL 

The sales turnover of the Kaira Dis¬ 
trict Co-operative Milk Products 
Union (AMUL) has gone up by 12 
per cent to Rs 27.19 crores for the year 
ended March 31, 1970. The working 
of the Union for the year has resulted 
in a net profit of Rs 17.04 lakhs against 
16.44 lakhs for 1968-69. Despite 
the unsatisfactory monsoon in the dis¬ 
trict, the Union was able to get 10 per 
cent more milk during the financial 
year under review from member- 
societies, The sale of liquid milk in 
1969-70 went up by 43 per cent. The 
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increase in the output of milk products 
was affected to this extent. The Union 
had 610 member-cooperatives on March 
31, 1970 against 600 a year earlier, 
comprising a total farmer-membership 
of 1.75 lakhs against 1.48 lakhs in 
1968-69. According to the Chairman 
of the Union, Mr T.K. Patel, 
the levy of excise duty on dairy pro¬ 
ducts, other than baby food and ghee, 
and on metal containers has affected 
the operational economy of the Union, 

SOUTH INDIA VISCOSE 

The inauguration of the pulp plant 
of South India Viscose Ltd was an 
outstanding achievement of the year 
1969, stated Mr. R. Venkataswamy 
Nadiu, Chairman while addressing the 
annual general meeting of the company 
recently. The plant has reached its 
rated capacity from July 1970 and the 
chairman is confiden that the company 
would meet not only its own require¬ 
ments of wood pulp but also would have 
a surplus of nearly 14,000 tonnes for 
sale to other rayon, staple fibre, and 
cellophane production units. Mr Naidu 
added that the quality of the pulp pro¬ 
duced in this factory has reached inter¬ 
national standard for similar products 
out of bluegum. This pulp could also be 
used for the production of polynosic 
fibres according to the report submitted 
by the collaborators. This would fulfil 
the long felt need for a substitute for 
long staple cotton which is in short 
supply in this country. 

Mr Naidu pointed out that the union 
government has issued a letter of in¬ 
tent for the expansion of staple fibre 
plant from 10 to 50 tonnes per day. 
The proposed expansion he added, 
would consists of 20 tonnes of normal 
stable fibre and the remaining of poly¬ 
nosic fibre. Mosc o f the machinery and 
equipment required for this expansion 
would be available from indigenous 
sources and would be fabricated out of 
the drawings and expertise «o bC pro¬ 
vided by the collaborators. The expan¬ 
sion is to be financed from internal re¬ 
sources. Mr Naidu added that the com¬ 
pany has plans to double the capacity 
of the pulp plant from 60 to 120 tonnes 
per day. After necessary clearance 
from the union government and the 
assured availability of wood for this 
purpose the company would have a de¬ 
tailed survey of the forest resources in 
Tamil Nadu and the neighbouring states. 

The chiarman revealed that the net 
profit of the company for the year 1969 
was 31,09 lakhs after providing for 
depreciation. He added that the com¬ 
pany would do better in the coming 
years in view of the pulp plant which 
has stablised the production of rayon 
and staple fibre by eliminating the impo¬ 
rts of wood pulp, This has also contri* 
buted to the increase profitability of 
the company, he adde^* 
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C OMPANY MEETINGS 

POYSHA INDUSTRIAL COMPANY LIMITED 


Extracts from the speech of the Chairman, Hr. M. R. Ruia. 

POYSHA KEEPS GROWING 


Last year I expressed the hope that 
the Poysha group (the units at Thana, 
Ghaziabad and Cochin) and Kaira 
Can would between them effect a total 
sale of about Rs 6.5 to 7 crores, unless 
something unexpected happened. I am 
glad to say that the hope has been 
fulfilled* the total sales by Poysha go¬ 
ing up to Rs 5.42 crores, and by Kaira 
Can to Rs 1.54 crores, />., to a total of 
Rs 6.96 crores in all. Including the 
sales (Rs 14.94 lakbs) of the wholly- 
owned subsidiary, Colrige, the total 
group sales were nearly Rs 7.11 crores. 
We should, in the normal course of 
things, top Rs 8 crores this year and 
possibly go a little higher. 

Our gross profits for the year were 
Rs 50.32 lakhs, as against Rs 35.67 
lakhs last year. The net profits, after 
providing for depreciation, develop¬ 
ment rebate reserve, managing agents' 
commission, and provision for taxatiori, 
amounted to Rs 27.66 lakhs, as against 
Rs 15.85 lakhs last year. The Company 
has, therefore, maintained the tempo 
of its progress during the year unaer 
review, in spite of increasing competi¬ 
tion. 

Shortage of Raw Material 

The position of the main raw material, 
tinplate, continues to be somewhat 
difficult. Hindustan Steel have not been 
able to keep to their schedule over a 
period of several months. Various ex¬ 
planations have been given, but the 
fact remains that there is a serious back¬ 
log of our orders now pending with 
them, as well as with the Tinplate Com¬ 
pany of India. In fact, the position 
has been so unsatisfactory that it has 
become somewhat unsafe to place con¬ 
tinued reliance upon their promises of 
supplies during the course of a quarter, 
a half-year, or a whole year. As the 
industry cannot survive without an 
adequate supply of tinplate, the Govern¬ 
ment of India have been forced recent¬ 
ly to allow the import of a large quan¬ 
tity of suitable tinplate for its needs, 
in view of the indigenous manufacturers’ 
proved inability to effect satisfactory 

S pplies. This is not a happy state of 
airs, and we feel that the production 
of Hindustan Steel in the Rourkela fac¬ 
tory should be rationalised and syste¬ 
matized to enable it to give the full 
service it can obviously give. The exist¬ 
ing hand-to-mouth situation in regard 
to tinplate has resulted in a strange situa¬ 
tion under which, while very high in¬ 
ventories have to be kept at a consider¬ 
able cost, there is a chronic shortage of 
the correct sizes to meet day-to-day 
requirements. Recent discussions with 


Hindustan Steel, however, have given 
us some hope that the situation in 
Rourkela is on the road to tangible 
improvement. We trust this hope will be 
realised. 

Rising Cost of Tinplate 

There seems to be no end to the co- 
tinuous rise in the cost of tinplate, 
which constitutes anything from 60 to 
80 per cent of the total cost of the tin 
container. There has been a further 
substantial rise during the year under 
review; and to cap it all, an excise duty 
of 10 per cent ad valorem has been re¬ 
cently imposed on the finished can. 
It almost looks as if there is a determin¬ 
ed attempt on the part of the authorities 
to price the tin can out of commercial 
existence. Apparently, the idea under¬ 
lying the new excise duty is that a metal 
can is more or less a luxury article and 
deserves to be heavily taxed. 1 can 
only express my dismay at this sort of 
thinking, when the well-known fact is 
that about 30 per cent of the total food 
stuffs in the country goes to waste 
every year, and the only way to prevent 
such criminal waste is to give every 
possible encouragement to the Food 
Preservation industry and can as much 
of the food as possible, which would 
otherwise go to waste. T should have 
thought that this would have been one 
of the first priorities in the problem 
of maintaining adequate food-supplies, 
apart from large-scale irrigation, the 
use of fertilizers, etc. Apparently, how- 
over, the prevalent ideology does not 
bother about the facts, and the most 
promising means of food preservation, 
namely, the tin can, is being taxed both 
on its prime raw material and on itself 
as a finished product* not to mention 
the additional excise on the canned pro¬ 
duct, too. 

Heavy Taxation 

The tin can of today is a sophisticated 
product, it requires high-precision equip¬ 
ment, and it is required to pass strin¬ 
gent tests before it can be allowed to 
serve as a packaging for processed 
foods. In the general conditions prevail¬ 
ing in the country today, the tin can is 
a vital means of food preservation, un¬ 
der hygienic conditions and for long 
periods, not only in towns and cities 
but in the remotest rural areas. It is, 
in fact, the standard container for the 
rural store-keeper and serves various 
other purposes, besides food preserva¬ 
tion. I would, therefore, most earnestly 
urge the Government to reconsider 
the imposition of this sort of heavy ex¬ 
cise duty on the finished can, on the top 


of the steadily increasing levies being 
imposed on its primary raw material, 
namely, tinplate. I would suggest that, 
as a matter of food policy, a real fillip 
should be given to the growth of the 
can-manufacturing and food-preserva¬ 
tion industries by abolishing the new 
excise duty and reducing the current 
levy on indigenous tinplate, i would 
again emphasise that food preservation 
is definitely not a luxury industry, as is 
erroneously imagined. We have indeed 
gone a long wav from the Govern¬ 
ment's subsidy on O.T.S, tinplate four 
or five years ago to triple taxation on 
tinplate, tin containers and the canned 
products. 

The packaging industry, with the ex¬ 
ception of small-scale manufacturers of 
4-gallon tins, is definitely not a small- 
scale industry, as the Government 
seems to think. The importance of ade¬ 
quate customer service, especially in 
the case of open top cans for packing 
food, and of complete technical service, 
is not well understood. The si/e of the 
operation makes a real difference to the 
consumer, both internal and foreign, 
and it would be mistaken policy to in¬ 
hibit the further growth of can-manu¬ 
facturing units beyond a certain compa¬ 
ratively low Jcvjfl. 

Foreign Collaboration 

l am glad to report that our efforts 
to arrange a technical collaboration 
agreement with American Can Com¬ 
pany arc bearing fruit. We have recei¬ 
ved a Letter of Intent from the Govern¬ 
ment, agreeing to the broad terms of 
the proposed collaboration, and we arc 
now in the process of clarifying certain 
details, before concluding the matter. 
Exports 

I should like to say a few words re¬ 
garding exports, to which we have been 
making general references in previous 
reports. I am glad to produce some con¬ 
crete figures now for your information. 
From about the end of August, 1969, to 
the end of March, 1970, our exports 
amounted to a little over Rs 7 lakhs; 
from 1st April, 1970, up to now, they 
have increased by a further Rs 8i lakhs; 
and the value of the orders in hand is 
slightly above Rs 371 lakhs. Our exist¬ 
ing exports are to the Middle East, in 
the form both of printed tinplate and 
of manufacture containers. We hope 
to increase, fairly, rapidly, the volume 
and the range of these exports. These 
exports are, of course, in addition to the- 
large-scale indirect exports in the shape 
of food and other goods packed in our 
containers, the value of which runs to 
several crores a year. 
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Shri Satish Chandra. 

Gentlemen, 

I have great pleasure in welcoming 
you lo this |4th Annual General Meet¬ 
ing of the Corporation. The Direc¬ 
tors' Report and Audited Statement 
of Accounts of the Corporation for the 
year ended March 31, 1970 have been 
circulated to you and, with your per¬ 
mission, I shall take them us read. 

I am glad to inform you that during 
the year 1969-70 your Corporation 
made a gross profit of Rs 18.23 crores 
which, after providing for deprecia¬ 
tion and interest, resulted in a net ‘ 
profit of Rs 2.52 crores. The turnover 
of the Corporation stood at the record 
figure of Rs 65,80 crores as against 
48.79 crores during the previous year. 
Against an authorised capital of Rs 200 
crores, the Corporation's paid up capi¬ 
tal, including advance by Government 
of India towards equity shares, was 
Rs 96.55 crores. 

Our Nangal and Gorakhpur units 
have yielded profits of Rs 7.18 crores. 
As in the previous years, the per¬ 
formance of Nangal was the best 
among the production units. The 
unit's production during the year not 
only exceeded its target but also excee¬ 
ded its rated capacity of 79,540 tonnes 
Nitrogen slightly by 225 tonnes. 
Production of heavy water also was an 
all time record at 15,846 Kgs. against 
the rated capacity of 14,100 Kgs, 

Gorakhpur’s production during its 
first full year of operation was 72,710 
tonnes of Nitrogen, or 91 % of the 
rated capacity of 80,000 tonnes. 

Sindri has suffered a marginal loss 
of Rs 26 lakhs. Its production during 
the year was 87,306 tonnes of nitrogen 
against the attainable capacity of 
99,250 tonnes i.c., production was 
achieved at about 88% of the attain¬ 
able capacity. Sindri has shown 
progressive improvement in produc¬ 
tion from 1967-68 onwards. 

Trombay and Namrup, on the other 
hand, produced only half of their 
rated capacity. Trombay produced 
48,032 tonnes of nitrogen and 16,988 
tonnes of P t O* while Nararup pro¬ 


THE FERTILIZER CORPORATION OF 
INDIA LTD. 

Following is the text of the speech delivered by Shri Satish 
Chandra, Chairman and Managing Director on 29th August, 
1970 at New Delhi. 


duced 22,920 tonnes of nitrogen. 
They together suffered losses totalling 
Rs 4.40 crores. For Namrup it was, 
however, the first full year of commer¬ 
cial operation. Your Directors are 
deeply concerned over the performance 
of these two units and are continuing 
with their efforts to improve it. 

The internal resources of the Cor¬ 
poration arising from its revenue sur¬ 
pluses and the amounts allocated to¬ 
wards depreciation by the production 
units during the year amounted to 
to Rs 11.76 crores as against Rs 12.96 
crores during the previous year. 
Total internal resources generated since 
the inception of the Corporation's 
oldest unit at Sindri amount to Rs 
95.64 crores including Rs 79 crores of 
depreciation and Rs 13.29 crores of 
Development Rebate Reserve. 

There are at present four major 
projects under construction by your 
Corporation. These are Durgapur 
in West Bengal, Barauni and Sindri 
Rationalisation projects in Bihar and 
Namrup Expansion in Assam. Of 
these Durgapur is expected to go on 
stream early in 1971 and Barauni and 
Namrup Expansion a year later. 
Problems of indigenous supply of 
equipment are proving very difficult. 

In addition, our Planning and 
Development Division has started 
work on the coal-based plants at 
Talcher and Ramagundam. Work on 
the third coal-based plant at Korba will 
start later. Each of these projects 
will have the capacity of 900 tonnes 
per day of ammonia and 1500 tonnes 
per day of urea. Government have 
also approved recently the Trombay 
Expansion project based on ammonia 
imported from Iran and Kuwait. This 
project will yield 132,000 tonnes of 
both nitrogen and P»O b per year. 
Preparatory work in respect of two 
other major projects at Haldia and 
Nangal has also been taken in hand. 
For Haldia a protocol has been signed 
with Ensa-Polimex group for identify¬ 
ing and tying up supplies and services 
on the basis of Franco-Polish credits. 
Two licence agreements have also been 
signed with Monticatini Edison, one 
for an ammonia plant and another for 
a urea plant. Action is being taken 
for firming up the specifications of 
equipment and for concluding the other 


licence agreements. In respect of 
Naftgal Expansion, discussions regard¬ 
ing financing are continuing with the 
World Bank. 

The Marketing Division of the Cor¬ 
poration was strengthened during the 
year and a large network of dealers 
was established in various parts of the 
country. At the same time, full 
utilisation was made of the existing 
co-operative and other official institu¬ 
tions and organisations. Marketing 
research and survey cells cum statistical 
sections were set up in the Marketing 
Division at the Head Office, in the 
Eastern Marketing Zone and in Trom¬ 
bay. Large scale promotional efforts 
have also been undertaken comprising 
of fertilizer demonstrations organised 
in a number of States with the assis¬ 
tance of the extension machinery, 
farmers’ days, festivals, seminars, 
etc. In particular, preparations are 
being made for handling nearly a 
million tonnes of urea to be produced 
every^ year from 1973 onwards in the 
Eastern Marketing Zone comprising 
the States of Bihar, West Bengal, 
Assam and Orissa. 

The Wage Board award has generally 
not been acceptable to the workers. 
But in many units/di visions unions 
have signed agreements with the 
management for continuing with the 
Government scales of pay and dear¬ 
ness allowance with a minimum wage 
of Rs 170 recommended by the Wage 
Boaid. Industrial relations, on the 
whole, have been satisfactory. 

1 n conclusion, 1 am happy to put on 
record my gratitude to you, the share¬ 
holders, for the confidence, trust and 
understanding extended to your Direc¬ 
tors and to me throughout. I also 
express my gratitude for the co-opera¬ 
tion and assistance I received from the 
officers and employees, of the Cor¬ 
poration in the matter of formulation 
and implementation of your Corpora¬ 
tion’s policies and programmes. I 
have no doubt that these will sustain 
us in facing the challenging problems 
posed by the growing activities of an 
expanding organisation in the years 
to come. 

(This does not porport to be a report 
of the proceedings of the About! Got*- 
ml meeting). 
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SOUTH INDIA VISCOSE LIMITED 

COIMBATORE 

Sri R. Venkataswamy Naidu’s Review 


Addressing the Twelfth Annual General Meeting of the shareholders held on 29th 
August, 1970 at 10.45 A.M> at the Registerd Office of the Company at 'Sbanmnga 
Manram’, Race Course, Coimbatore-18, Sri R. Venkataswamy Naidu said : 


Ladies and Gentlemen, 

I have great pleasure in extending to 
you all a hearty welcome to the Twelfth 
Annual General Meeting of the Com¬ 
pany. 

It was not possible to hold the Anrntul 
General Meeting before the end of June, 
1970 as the accounts could not be pre¬ 
pared in time in view of the heavy capital 
expenditure incurred on the construc¬ 
tion of the Pulp Plant during 1969. 

The Annual accounts and the Direc¬ 
tors’ Report have already been circula¬ 
ted and with your permission I will take 
them as read. 

PULP PROJECT: 

The outstanding achievement of the 
year 1969 was the inauguration of our 
Pulp Plant on 21-12-’69 by His Excellen¬ 
cy Sardar Ujjal Singh, the Governor of 
Tamil Nadu, when Thiru S. Madhavan, 
the Honourable Minister for Industries 
presided over the function. During 
his presidential address, Thiru S. Ma¬ 
dhavan emphatically assured that the 
Government of Tamil Nadu would ren¬ 
der all assistance for further develop¬ 
ment of the industry and that the 
Government of Tamil Nadu would 
stand by all the assurances given at the 
time of starting of the industry. He also 
stressed that developing countries not 
only should mobilise their resources 
to the maximum but also should foster 
a climate which would encourage 
foreign investment. On behalf of the 
Government of Tamil Nadu, he held 
out the assurance that the Government 
of Tamil Nadu would foster such a 
climate. 

Though our country is not endowed 
with long fibre varieties of wood, we 
have been aide to produce dissolving 
pulp utilising hard wood with short 


fibre of “Eucalyptus globulus". It is 
a matter of pride to us that this venture 
has created the possibility of utilising 
the high range forest areas not fit for 
other cultivation, for growing bluegum, 
thereby augumentmg the revenue of the 
State and providing employment oppor¬ 
tunities in these areas. The afforestation 
of the high range forest areas with 
the growth of the bluegum will improve 
the climatic conditions of the Nilgiris 
attracting rain as this afforestation will 
involve regular cutting and regeneration 
of trees. 

The Pulp Plant has reached its rated 
capacity front July. 1970 onwards and 
wc are confident of meeting not only 
our own requirements of wood pulp 
without depending upon imports but 
also will have a surplus of about 14,000 
Tonnes for sale to other rayon, staple 
fibre and cellophane production units. 
This would mean increased profitability 
to the Company and also saving of con¬ 
siderable foreign exchange to the coun¬ 
try. 

I am glad to report that the quality 
of the Pulp produced in our factory has 
reached international standard for simi¬ 
lar product out of bluegum. 

We have received a report from our 
Collaborators that this pulp can be 
utilised for the production of Poly- 
nosic fibre also. The Polynosic Fibre 
production will fulfil to a large extent 
our long felt need for a substitute for 
long staple cotton which is in short 
supply in our country. 

EXPANSION: 

In this context I am glad to inform 
you that the Government of India 
have issued a Letter of Intent to us for 
the expansion of our Staple Fibre Plant 
from i0 to 50 Tons per day. The pro¬ 
posed expansion of 40 tons will consist 
of 20 Tons normal staple fibre and the 


balance Polynosic fibre. Most of the ma¬ 
chinery and equipment required for our 
expansion project will be procured from 
indigenous sources and will be fabrica¬ 
ted out of the drawings and expertise to 
be provided by our Collaborators. Tho 
foreign exchange requirements for our 
expansion are expected to be minimal. 
The expansion will be financed from our 
own genet ated resources. 

1 am happy to inform you that your 
company has a scheme to double the 
capacity of the Pulp Plant from 60 to 
120 Tons per day. Of course this ex¬ 
pansion is subject to the issuance of 
necessary Industrial Licence by the 
Government of India and the availabi¬ 
lity of wood. Your Company is propos¬ 
ing to have a detailed survey of the forest 
resources in Tamil Nadu and the neigh¬ 
bouring States to explore the possibi¬ 
lities of getting adequate wood supply. 

RAW MATERIAL: 

I wish to report a disquieting feature 
with regard to our raw material posi¬ 
tion. The Government of Tamil Nadu 
have originally agreed to supply blue¬ 
gum and wattle wood at fixed rate for 
a period of 10 years and 7 years res¬ 
pectively, while retaining the right to 
review the terms after three years of the 
commencement of the agreement. Un¬ 
fortunately even during the pendency 
of the agreement and even before the 
Pulp Plant was commissioned, they pro¬ 
posed to revise the agreement by enhan¬ 
cing the rates. We have requested the 
Government to retain the terms of the 
old agreement during tho duration of 
the agreement. We have also sub¬ 
mitted to the Government that any 
change made in solemnly entered agree¬ 
ments would create difficulties for this 
Company; it will upset the confidence of 
foreign collborators and bankers and 
in the long run it will affect the industria¬ 
lisation of this State. I am confident 
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that the Government of Tamil Nadu 
will accede to our re<jhest and will not 
insist on making any changes in the 
agreed terms. 

In order to meet the long range re¬ 
quirements of bluegum and wattle 
Wood, we have requested the Govern¬ 
ment of Tamil Nadu for a long term 
lease for 20,000 acres in Gudalur Taluk 
and negotiations are pending. Your 
Company is taking all steps to stabilise 
the arrangements for transporting 
wood to the factory. 

POWER: 

1 take this opportunity to thank the 
government of Tamil Nadu and the 
Tamil Nadu Electricity Board for hav¬ 
ing permitted us to operate our 5000 
KVA Turboset in parallel with the State 
Grid, as a special case, to ensure unin¬ 
terrupted power supply to the essential 
loads in our factory and also to gene¬ 
rate about 10 million units of energy 
per year for the Company. Such an 
arrangement for an uninterrupted power 
supply is essential to a continuous in¬ 
dustry like yours, as otherwise, any 
interruption in power would seriously 
damage the equipment and will involve 
foreign exchange for renewal. 

FINANCIAL RESULTS: 

You would have noted With concern 


that though the production and sale of 
our products increased ovei those of 
1968, there was no corresponding in¬ 
crease in the gross profits during the 
year under review on account of the ris¬ 
ing cost of raw materials and wages. 

Our net profits for the year under re¬ 
view is Rs. 31.09 lakhs after providing 
for depreciation of the Pulp and Rayon 
Plants. Though the prospects of profits 
of Rayon and Staple Fibre are not very 
bright mainly because of the restrictions 
imposed by the Government, I can 
assure you that your Company will do 
well in future because of the pulp pro¬ 
duction. The decision of your Board of 
Directors to erect the Pulp Plant has 
proved to be a commemendable fore¬ 
thought. This has not only stabilised 
our production of Rayon and Staple 
Fibre by eliminating the imports of 
wood pulp but also has contributed to 
the greater profitability of your Com¬ 
pany, by utilisation of its generated re¬ 
sources for production of its own essen¬ 
tial raw material. 

EXCISE DUTY: 

A reference was made in our last re¬ 
port to our being obliged to resort to 
legal remedies for ending the discrimi¬ 
native and unfair levy of excise Duty 
at higher rates on Viscose filament yarn 
by coupling the clearance of both staple 


September 4,,197$ 

fibre and filament yam. Though our 
petition has not been admitted, further 
respresentations have been made in this 
regard to the Government. 

CONCLUSION: 

Man made fibre industry has an inten¬ 
sive growth potential in India. I am 
quite confident that your Company will 
play a notable part in this field, (here¬ 
by, contributing to the economy of the 
Nation. 

The relations between the Labour and 
Management wero cordial during the 
year. 

I take this occasion to thank our 
Collaborators M/s. Italviscosa Eastern 
Trading S.p.A., for their assistance 
in setting up and commissioning the 
Pulp Plant in record time. I also wish 
to express my thanks to Industrial De¬ 
velopment Bank of India, Mediobanca 
of Italy, State Bank of India, Bank of 
Baroda and Indian Bank for their finan¬ 
cial assistance to our Pulp Plant; also 
to my colleagues on the Board for 
their whole-hearted co-operation and 
to our employees at all levels for their 
unstinted services. 

NOTE: This does not purport to be a 
record of the proceeding of the Annual 
General Meeting. 
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Readers* Roundtable 


ROAD PROGRAMMES AND 
UNEMPLOYMENT 

Sir, 

We appreciate your editorial “Troub¬ 
le on the Road” (Eastern Economist, 
August 7, 1970) as a welcome endea¬ 
vour at a balanced presentation. 
We would, however, like to clarify a 
few points. 

The Indian Roads and Transport 
Development Association (IRTDA) 
is devoted to the cause of road develop¬ 
ment and promotion of road transport 
as a means of securing overall economic 
and social advance in our country. 
The IRTDA has been, naturally, seized 
of the problem of unemployment. 
On November 21, 1969, the IRTDA 
presented at a press conference ih 
Bombay a paper outlining a programme 
of roads and road transport develop¬ 
ment to tackle the problem of unem¬ 
ployment. 

The TRTDA’s paper was based on a 
report of die National Council of 
Applied Economic Research, entitled 
“Employment Potential of Road Trans¬ 
port”. The norms of employment 
generated in various sectors as identi¬ 
fied by the Planning Commission 
also support die IRTDA diesis. 
According to the Planning Commission, 
the employment generated in terms of 
man-years, from an investment of Rs 
one crore in each, are 8,000 in forestry, 
7,p00 in irrigation, 5,200 in agriculture 
arid 5,000 in housing, and 2,260 in 
fisheries. It is below 2,000 in animal 
husbandry, community development, 
power, village and small industries, 
large and medium industries, railways, 
ports and harbours as well as social 
services. It is even less than 1,000 in 
co-operatives, civil aviation, posts and 
telegraphs as also broadcasting, educa¬ 
tion and health. 

In respect of roads alone, both 
according to the Planning Commission 
and the NCAER the output of jobs 
for an investment of Rs one crore 
exceeds 10,000. This is because 60 
per cent of road investment, represent 
wages. Additionally, on the opera¬ 
tional side of toad transport 2,500 
more permanent jobs will be created. 
A dose of investment yielding 19 jobs 
in railways, 17 in small or large indus¬ 
try, 50 in agriculture or housing can 
secure to the economy more than 
100 jobs, if directed into road program¬ 


mes, not to mention a bonus of 25 
jobs in road transport. 

The opportunity costs of road invest¬ 
ment, too are very appreciable. The 
costs of our reluctance to allot adequate 
finance for roads would mean, sooner 
or later, the obligation to maintain 20 
million citizens on some form of 
unemployment doles, as an alternative. 
At only Rs 600 each per annum this will 
gross up to Rs 1.200 crores! 

Road investments have these advan¬ 
tages over unemployment doles. (1) A 
community asset is created which pro¬ 
motes further employment in road 
transport. (2) The community recoups 
the entire road investment in just 2) 
years, by way of taxes on road trans¬ 
port. On the community’s investment 
of Rs 1,265 crores, net of maintenance 
expenditure, tax revenues from road 
transport in 1969-70 amounted for 
Rs 512 crores. This annual return on 
investment amounts to 40 per' cent net 
of maintenance. 

The Keskar Committee has estab¬ 
lished beyond a shadow of doubt that 
every commercial vehicle yields as 
tax payments Rs 13.000 to the public 
authorities annually. Our hesitation 
to build adequate roads and promote 
road transport through a growth-orien¬ 
ted policy, hamstring the pace of our 
development. 

Judicious use of deficit financing 
constitutes a development strategy in 
all developing economies. Which 
other anti-inflationary investment, 
quick-maturing community asset capa¬ 
ble of investing the existing endowment 
of resources with higher productivity 
than road programmes, exists? The 
green revolution cannot be confined 
to a few pockets of all-weather roads 
and assured water supply. The only 
way out of rural stagnation is to en¬ 
mesh the entire rural economy with all- 
weather rural roads. We endorse 
unreservedly President Giri’s sugges¬ 
tion to resort to deficit financing, if 
necessary. 

It is odd that in an era of planning, 
investment in road development 
should be governed by ad-hocism. 
The IRTDA President has established 
that road outlays are in splendid isola¬ 
tion, unrelated to growth rates of 
traffic, investment in commercial 
vehicles and tax revenues tapped from 
road transport. Further uniform 


criteria are not applied for dealing 
investment plans in rail and road. 
It is no credit to a system of priori¬ 
ties if it results in a right policy for one 
mode of transport and just the opposite 
for another. 

The excuse that the government have 
to meet the demands of the other S©C* 
tors is unique among lame ones- It 
fails to disguise the irrationality of the 
spending spree on rail and the starva* 
tion on roads. Precisely because the 
resources are scarce and demands are 
countless, we have to evolve a scheme 
of priorities that wiil optimise output, 
incomes and employment. 

The Chief Engineers' Plan has an 
unmistakable relevance today, Emp¬ 
loyment-creation cannot bean exclusive 
programme by itself, abstracted from 
other developmental activities. It is 
the chief goal of the whole exercise of 
planning in the ‘seventies. The 
IRTDA President’s case for a better 
deal for road development, was based 
on these facts. 


Yours, etc. 

K, MeenakshiSundaram 
Assistant Secretary, 
The Indian Roads and 
Transport Develop¬ 
ment Association Ltd. 

BOMBAY 
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Reviewed by Prof. S.S.M. DESAI 


It is symptomatic of the times and 
conditions in which we live in India after 
more than 20 years of independence, 
that a man like V.V. Giri should think 
it fit to write Jobs for Our Millions. 
The author was feeling for quite some 
time that “there was something funda¬ 
mentally lacking in our development 
plans” and that “the current tempo of 
economic activity is insufficient to pro¬ 
vide productive employment to all, in 
particular to the small tiller and the 
artisan.” This is obvious from “the 
ocean of a backlog of unemployment” 
with which every new five-year Plan 
starts. The author therefore pleads that 
"effective steps have to be taken on a 
war-footing with the primary aim of 
generating employment combined with 
rapid economic growth.” He wants 
"a pragmatic approach” and the pro¬ 
gramme he has suggested should not be 
“judged against pre-conceived standar¬ 
ds and economic theories not applicable 
to the current Indian situation.” Since 
Mr Giri has stated that “these proposals 
come from me as an individual and not 
in any representative capacity” (p. 10), 
it would be perfectly justifiable and also 
fruitful to look critically into the pro¬ 
gramme which he has adumberated in 
this thin booklet of less than 120 pages 
to solve what pcssibly is the most gigan¬ 
tic, complex and baffling problem which 
India has been facing. 

Failure of Plans 

While the Directive Principle of State 
Policy states that all citizens have the 
right to adequate means of livelihood, 
the author rightly bewails that our five- 
year plans have so far miserably failed 
to move successfully in that direction. 
He wants that “Manpower budgeting 
should reach a state of near perfection 
to enable the planners to quantify the 
impact on actual employment in rural 
and urban areas of Plan efforts.” This 


is easier said than done. When the qua¬ 
lity of statistical data even in the orga¬ 
nised urban sector of our economy is 
such that our statistic; is said to lie 
somewhere between palmistry and astro¬ 
logy, it would befutile, neigh impossible, 
to achieve the exactitude in manpower 
budgeting covering lakhs of isolated 
villages inhabited by population that is 
mostly illiterate and apathetic. 

Rising Unemployment 

According to the author the estimates 
of unemployment vary from 10 to 50 
million and of underemployment from 
100 to 170 million. To this figure very 
large additions must be made annually 
due to population growth. That should 
give some idea of the dynamic process 
of growth needed to absorb India's 
idle manpower. V.V. Giri has great 
faith in co-operative farming as a means 
to absorb the vast rural unemployed 
and under-employed labour. The author 
has quoted extensively Jawaharlai Nehru 
on this subject of co-operative fanning 
(pp. 37 to 39), “which is the right ob¬ 
jective to aim at” and which is “the 
logical, scientific and reasonable ap¬ 
proach.” That Nehru said so, cannot 
lie valid argument today. And what 
has been India’s experience in this field? 
The repeated failures in this field and 
consequent wastages of human and 
material resources are writ large on the 
pages of the reports of the Planning 
Commission, the Co-operative Farming 
Advisory Body, the FAO and the Gad- 
gil Committee. Further, the main rea¬ 
son why co-operative fanning was 
insisted upon all these years was that 
the average size of Indian farms is 
small. Well, has^iot Japan shown that 
with average units of cultivation smaller 
than in India, it is possible to produce 
more per hectare than large farms in 
even the USA and USSR? To advocate 
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co-operative farming may be in con¬ 
sonance with agricultural techniques of 
production prevalent some two or three 
decades ago; but there have been revo¬ 
lutionary changes in that field making 
co-operative farming unnecessary. The 
attachment of the Indian farmer to his 
piece of land is so firm and intense 
that one at once is inclined to accept 
the observation of Gunnar Myrdal that 
no scheme of agricultural reorganisation 
in Asia would succeed which does not 
fully recognise the right of the farmer 
over his piece of land. But then co¬ 
operation has become our creed! It 
is characteristic of the Indian mind that 
we sanctify and deify not only persons 
but also institutions. When will we 
learn that co-operation is only one of 
the forms of business organisations 
suitable to particular occupations and 
only under certain circumstances. 


Land Colonisation Programme 

In Tndia about five crores of culti¬ 
vable waste land is available and on 
that basis. V.V. Giri has adumberated 
in great detail a bold and an imagina¬ 
tive programme of “land coloura¬ 
tion”. No doubt the policy to solve the 
vast and complex problem of unemploy¬ 
ment in India has to be based on some 
unconventional and unorthodox me¬ 
thods. But ‘the Garden of Eden’ pro¬ 
posed by the author with no owner¬ 
ship rights conferred on any individual 
and with common community kitchens 
and village self-sufficiency, reminds the 
discerning readers of the Fourierist 
colonies in the USA established in the 
latter part of the 19th century by that 
eccentric utopian socialist and which 
after farcial existence of some years 
inevitably collapsed for the simple rea¬ 
son that they went against some of the 
basic human instincts. 


Another major item of the author’s 
programme to provide jobs for our 
millions is to go in for labour-intensive 
rural works programmes such as large- 
scale rural housing, massive develop¬ 
ment of small and village industries and 
diffusion of industries from urban con¬ 
centrations to small towns and rural 
areas. Yes, there is merit in this sug¬ 
gestion. And it is one of the traversities 
of our planning that when thousands of 
our young engineers are begging for 
work, when villagers and townsmen 
want homes, schools, hospital buildings 
and roads which can be built with indi¬ 
genous raw materials available without 
any assignable limit, when necessary 
technical knowledge is already there and 
when necessary capital goods can be 
produced locally without involving any 
foreign exchange, nothing is being done 
and people are made to live sub-raargi- 
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nal life. The rural unemployment prob¬ 
lem can be tackled in the manner point¬ 
ed by Gin ; but then one should be 
ready to settle for a lower growth rate. 
To simultaneously aim at labour- 
intensive technique and a very high 
growth rate is to run in the face of facts 
and theory. It is not given to us to 
choose both, at least in the short-run. 
But there should be no objection if the 
former choice is made with open mind 
and accepting a lower growth rate. 

And thus arguments go on though 30 
chapters which include all the time¬ 
worn cliches and platitudes with which 
we have become all too familiar these 
last 20 years. The whole thing appears 
like a string of good intensions rather 
than an analytical framework for pro¬ 
viding jobs for our millions. That some 
unorthodox method to deal with the 
problem of unemployment is necessary 
should be clear by now. The traditional 
method of just raising the level of 
investment or talking in terms of in¬ 
come-investment ratio or capital out¬ 
put ratio will take us no where. But 
then merely to assert is not to argue. 
The problem is of such continental 
proportions that its solution will re¬ 
quire all that is best in the country. 
Bui when one scans the political hori¬ 
zon and sees the moral corruption which 
has been festering the Indian body 
politic from top to bottom, one really 
is left wondering whether anyone is 
really serious about creating jobs for 
our millions. It is the moral will that 
is lacking and not the resources and pro¬ 
grammes for the solution of this prob¬ 
lem. 

Jobs for Our Millions contains no 
new ideas. It is mostly platitudinous, 
the ideas lying helter-skelter in chap¬ 
ters which lack logical arrangement. 
Pragmatism and unconventional think¬ 
ing do not mean intellectual disorder. 
The book may adorn the shelves of 
ministers and officials but not of the 
academicians and at the most may 
stand as a testimony to the good inten¬ 
tions of V.V. Giri and no more. 

Absenteeism 

Absenteeism in Industries in Bombay 
is a study of much significance because 
such absenteeism has a direct bearing 
on the cost-price inflation. 

The report is based on a survey of 30 
units belonging to 21 companies and 
located in Greater Bombay, for the 
the period 1962-1964. The units re¬ 
present a cross-section of Indian in¬ 
dustries, small, medium and large. In 
1964, these units employed 33,510 per¬ 
sons which constituted 15 per cent of the 
total employment in manufacturing 
industries in Greater Bombay. The 
object of the survey is to assess the 
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magnitude, the pattern and causes of 
absenteeism among the permanent em¬ 
ployees. 

The classification of workers by em¬ 
ployment status showed that on an ave¬ 
rage 73 per cent of workers were em¬ 
ployed on a permanent basis, about 11 
per cent as temporary hands, 2 per cent 
as casual workers and about 14 per cent 
as badlis. The sex-wise distribution 
of permanent workers showed that 
male workers constituted about 94 per 
cent and female workers on an average 
about 6 per cent. Also, it was observed 
that paid annual leave, sick leave and 
paid casual leave together accounted for 
a total leave period of 83 days on an 
average of 300 working days. 

Seasonal Absenteeism 

The survey disclosed that absenteeism 
among the permanent factory or mill 
employees in Bombay ranged between 
13 to 15 per cent in almost all the in¬ 
dustries covered by the survey. There 
were striking differences in the rates of 
authorised and unauthorised absentee¬ 
ism. Considering all the industries to¬ 
gether, the proportion of authorised 
absenteeism in the total absenteeism 
amounted to about 70 per cent and 
that of unauthorised absenteeism to 
30 per cent. One interesting fact re¬ 
vealed by the survey was that the autho¬ 
rised absenteeism was fairly concen¬ 
trated in the first two quarters viz. 
January-March and April-Junc in most 
of the industries. 

Causes making for absenteeism pre¬ 
sented a kaleidoscopic picture for each 
industry. Generally, ‘other causes' 
contributed a great deal to absenteeism 
in the cotton textile, chemicals and 
chemical products, engineering industries 
and electric supply units. ‘Sickness' 
was responsible for a high rate of ab¬ 
senteeism in transport equipment (viz. 
6 to 7 per cent) and to some extent in 
chemicals and chemical products, elect¬ 
ric supply and cigarette manufacturing 
industries (viz. 4 to 5 per cent). ‘Religious 
and other causes’ occupied the next im¬ 
portant place, while the contribution of 
‘accidents and maternity* to absenteeism 
was rather insignificant. As regards the 
importance of causes in different quar¬ 
ters it was disclosed that ‘sickness' 
and ‘accident and maternity' mainly 
contributed to absenteeism in the quar¬ 
ter July-Septerabcr, while the quarters 
January-March and October-December 
were prone to absenteeism due to ‘reli¬ 
gious and social causes'. ‘Other causes' 
accounted for a comparatively hign 
proportion of absenteeism in the quar¬ 
ter April-Junc. This pattern was broadly 
true for practically all the industries 
covered by the survey. 

As regards shift-wise absenteeism, 
it was found that in industries which 
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operated general as well as first, second 
and third shifts, the rate of absenteeism 
was relatively greater in the general 
shift than in other shifts. In industries 
where the shift-working was confined to 
first, second and third shifts, absentee¬ 
ism was high in the third shift than in 
the second, and greater in the second 
shift than in the first. 

Migratory Labour Force 

There was considerable identity in the 
views expressed by the management on 
the various aspects of absenteeism. 
The management of most of the units 
were of the opinion that the work¬ 
force in the factories was basically 
migratory in character as it was village- 
based and periodically migrated to na¬ 
tive places for varied reasons such as 
management of land, meeting relatives, 
attending social and religious functions 
and change of climate. The mean dura¬ 
tion of absence during their periodical 
migration works out to 24 days. As 
regards the trend of absenteeism after 
pay day or payment of bonus, sur¬ 
prisingly the replies of the management 
did not conclusively indicate that it 
tended to increase after payment of 
wages and bonus. The management was 
of the opinion that among other reasons 
for the growth of absenteeism, liberal 
leave provision under the Employees 
State Insurance Scheme, increase in 
income due to dearness allowance and 
side income activities were important 
contributory factors. 

* 

In order to curb the growing tendency 
towards absenteeism, the management 
absenteeism, the management of some 
concerns operated incentive schemes 
such as attendance bonus scheme and 
production bonus scheme. The impact 
of such incentive schemes was however 
mixed. 

Management of many concerns were 
of the opinion that absenteeism adverse¬ 
ly affected production. Among the 
suggestions made by a number of 
managements to mitigate the evil of 
absenteeism, stress was laid on the 
need to provide better medical aid, 
hospitalisation and housing facilities 
and lighetening of the rules of sick leave 
and the ESI scheme. Another important 
suggestion was that discipline in the 
matter of leave should be enforced with 
the full cooperation of trade unions. 

There are some obvious limitations 
on the methodology used for this sur¬ 
vey. Information in regard to rates of 
absenteeism is available in the country 
only for a few industries. Also, the data 
on the cause-wise rates of absenteeism 
is available on a monthly basis only in 
the case of a few industries. Further, 
there is no uniformity in the compila¬ 
tion of statistics on absenteeism. What 
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is more important, since the statistics of 
absenteeism is collected on voluntary 
basis, the variation in the degree of res¬ 
ponse from month to month also vitiates 
the trend in absenteeism. It is indeed 
regrettable that after so many years of 
industrial planning, the country still 
gropes in the dark regarding the extent 
and magnitude of absenteeism in Indian 
industries. 

In spite of these limitations from 
which this brief survey suffers and 
though the survey is extremely limited 
in its coverage, this small booklet will 
serve as a good model for further and 
more intensive studies which must be 
encouraged in view of the great signi¬ 
ficance of the problem of absenteeism 
to a developing country such as ours 
and its direct and serious bearing on 
wages and production. 

Industrial Relations 

Dimensions of Industrial Relations 
in India has been brought out to cele¬ 
brate the 50th anniversary of the Inter¬ 
national Labour Organisation (ILO) 
and is a fitting tribute on the occasion of 
ILO's golden jubilee celebrations. 

The book covers a wide range of 
problems in the field of industrial rela¬ 
tions incorporating within its canvas 
varied topics like the wage boards, 
workers' participation in management, 
industrial co-purternship, wage-orien¬ 
ted productivity techniques, trade union¬ 
ism by objectives, comparative perfor¬ 
mance of the public and private sectors 
in the field of industrial relations, hu¬ 
man relations in industry, promotion 
of better industrial relations, collective 
bargaining, etc., etc. The list of contri¬ 
butors, beginning with Mr V.V. Giri, 
includes enlightened employers, labour 
leaders, academicians and social scien¬ 
tists. 

Mr V.V. Giri and Mr N.M. Tidke 
have in broad outline described the role 
which 1LO has played during the last 
50 years. They have emphasised the 
ILO’s standard-setting work which has 
given a new dimension to international 
thinking and has contributed, in a way, 
to the ‘common law’ of the industrial 
world. Writing about the tasks before 
the ILO, Jaisukhlal Hathi writes that a 
worker wants a higher wage and every¬ 
thing must be done to enable him to 
gel is, when he is prepared to work har¬ 
der and train himself for greater res¬ 
ponsibility. The worker must be integ¬ 
rated in our national effort as an equal. 
The author also suggests that there 
should be a special programme of ac¬ 
tion concerning productivity and the 
ILO should give clear guidelines on 
how productivity gains should be shar- 
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ed between labour and management 
and by them with society. 

Naval H. Tata has written an excel¬ 
lent article on two decades of ILO. 
According to him it is but appropriate 
that the ILO has decided to launch the 
‘World Employment Programme’ to 
synchronise with the celebration of its 
50th anniversary. The programme, he 
says, is evidence of increasing realisa¬ 
tion on the part of the ILO that its 
traditional activity in the held of stan- 
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dard-setting, by itself, cannot attain so¬ 
cial justice, unless it is effectively backed 
by a programme intended to increase 
the opportunities for employment 
coupled with training of workers. Hie 
author has rightly warned that the funda¬ 
mental factor in the programme 
being creation of jobs, it is absolutely 
necessary for developing countries to 
exercise extreme discretion in formula¬ 
ting a rational wage policy, as a nation’s 
wage policy has a direct bearing on 
many aspects of employment. To ignore 
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the index of national per capita earn¬ 
ings as a guide for fixing minimum 
wages would indeed be suicidal, since 
suen false luxury of high standard could 
only be at the cost of eroding potential 
employment by boosting the wage rate 
higher than the nation could afford. 

While Dr Bhir has given a long sur¬ 
vey of the ILO from 1919 to 1969 and 
the different roles which it has played 
in various fields, V.B. Karnik has made 
certain suggestions as to what the Go¬ 
vernment of India should do to give 
effect to some of the recommendations 
of the ILO. R.G, Gokhale has put 
forward a powerful plea for the appoint¬ 
ment and effective role of tripartite 
(voluntary) wage boards, He has em¬ 
phasised the evolution of a well-con¬ 
ceived wage policy to secure a satisfac¬ 
tory balance between fair wages to wor¬ 
ker, fair profits to the employer and fair 
prices to the consumer. He wants 
that the wage policy aimed at 
should take into consideration the capa¬ 
city of industry to pay, relationship bc- 
ween wages and national per capita 
income and labour productivity. LG. S 
Joshi has written an excellent article 
making constructive suggestions re¬ 
garding the role of government in labour 
matters, collective bargaining, recogni¬ 
tion of trade unions, works commi¬ 
ttees, grievance procedure and com¬ 
munication system between labour and 
management. He feels convinced that 
unless there is a convincing change in 
the attitude of both employers and 
workers and unless they accept the posi¬ 
tion that they have to work in union 
in the interest of national econo¬ 
my, the future of industrial relations in 
this country would continue to be un¬ 
certain and bleak. He pleads that in 
realising the above objective, the govern¬ 
ment should not assume the role of a 
super arbiter of fortunes of both em¬ 
ployers and workers but should adopt 
the role of their friend, philosopher and 
guide. 

Industrial Co-Partnership 

M.R. Meher has analysed the causes 
that were responsible for the failure 
of works committees, joint management 
councils and industrial co-partnership. 
The advantages of industrial co-partner¬ 
ship (by employee shareholding scheme) 
were stated to be that the workers would 
acquire a feeling that the enterprise be¬ 
longs to them, the stock holding would 
be more broad-based, that the scheme 
might prove a deterrent to industrial 
strife and might act as an anti-infla¬ 
tionary measure. The author feels that 
the advantages claimed for co-partner¬ 
ship proved to be only wishful thinking. 
There is already in this country a sy¬ 
stem of profit sharing under the pay¬ 
ment of Bonus Act. But the system 
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has not led to, nor created among work¬ 
ers any sense of partnership in the in¬ 
dustry nor a sense of belonging to the 
industry. A sense of real partnership 
can be generated only if the party con¬ 
cerned has some stake in the business. 
Bonus is only a one way traffic and while 
workers have a share in profits, they 
have never agreed to share losses with 
the entreperneurs. The author, there¬ 
fore, concludes that the way to 
improve employer-employees relations 
lies in other direction than industrial 
co-parternship. 

Writing about industrial relations in 
public and private sector, K.K. Bhatia 
opines that as yet we do not have 
sufficient details on various facets of the 
problems separately for the two sectors 
and consequently no pin-pointed con¬ 
clusions can be drawn. The psychologi¬ 
cal analysis of industrial conflicts by 
Mrs S.A. Vaidya is very good; but the 
author has failed to indicate what cont¬ 
ribution psychology can make towards 
the solution of the problems of industrial 
conflict. The same may be said of socio¬ 
logical analysis of industrial relations 
by R.D. Joshi. 

Problems of Collective Bargaining 

What are the prerequisites of success¬ 
ful collective bargaining? N.H. Vakil 
has given a fairly satisfactory answer to 
the above problem. According to him, 
success of collective bargaining depends 
upon: proper attitude of employers as 
also of labour unions, bargaining at the 
plant level, bona fide negotiations on the 
points of difference or demands with a 
view to reaching an agreement, nego¬ 
tiations on the basis of facts and figures 
and avoidance of unfair practices on 
either side. 

This volume contains an excellent 
collection of specially written articles 
dealing with practically all the important 
aspects of Indian labour problems. 
Possibly it must have been thought im¬ 
proper to write anything that would 
denigrate the ILO on the occasion of 
its golden jubilee. That possibly ex¬ 
plains why no writer has tried to probe 
into the problem of whether the relative¬ 
ly high standard-setting by the ILO 
in respect of wages, hours of work, 
bonus, etc., etc. under the influence of 
the developed western countries has 
not all along been producing an adverse 
effect on the industrial development 
of agricultural and overpopulated, 
countries of Asia and Africa and 
whether there should not be different 
standard-setting for Asia and Africa 
taking into consideration their special 
environment, resources and objectives. 

Any way this book would be found 
immensely useful to all those who arc 
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interested in the problems of industrial 
relations in India. 

A Terse Analysis 

Tibor Scitovsk) \ name is vvell-kown 
for his significant contribution to the 
welfare economics. Naturally, it is with 
a feeling of great expectation that the 
reader takes up this new book on 
Money and the Balance of Payments* 
especially because it is quite some time 
since James Meade published his fa¬ 
mous book The Balance o f Payments, 

Generally, theory of money and prob¬ 
lems of the balance of payments are 
discussed separately, the latter analywSis 
making a number of assumptions re¬ 
garding monetary theory. This naturally 
causes some confusion in the minds of 
readers. Such a treatment does not m ike 
for clarity, especially for the students of 
balance of payments. The author there¬ 
fore felt it proper that since problems of 
the balance of payments are in a sense 
mere extension of the monetary theory 
to the international sphere, he should 
make an attempt to assemble and pre¬ 
sent as a unified whole the many scat¬ 
tered theories and arguments that to¬ 
gether add up to a theory of balance of 
payments adjustment. 

In the first part, consisting of six 
chapters, the author has made an 
attempt to answer such questions as 
what determines the demand and supply 
of money in relation to total assets, of 
total assets in relation to the level of 
income, and how discrepancies between 
demand and supply affect economic 
behaviour and level of income 

The second part, consisting of 14 
chapters, is concerned with the sole 
question of how market forces and policy 
restore equilibrium in the balance of 
payments and how, at the same time, 
they affect the level of income. 

The author defines equilibrium and 
disequilibrium in the balance of pay¬ 
ments and analyses the sources of distur¬ 
bances and distinguishes them accord¬ 
ing to their impact on the domestic 
economy. This yields a three-fold classi¬ 
fication: (i) sources of disequilibrium 
that simultaneously worsen the balance 
of payments and lower incomes or 
improve payments and raise incomes: 
(ii) those that worsen payments while 
raising incomes or improve payments 
while depressing the domestic income 
level; and (iii) those that have no im¬ 
pact on incomes. . 

The first group comprises a shift in 
demand from one country’s output to 
anothers', since it is such shifts that cause 
similar changes in a country^ balance 
of payments and level of income. 
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International capital transfers cause 
similar disturbances, whether they arc 
occasioned by political exaction, foreign 
aid or foreign lending. 

The second group comprises pay¬ 
ments disturbances caused by deferences 
between different countries' cost levels 
or rates of general price increase. This 
is the opposite case of the relatively 
easily managed case of the previous 
group, and indeed it happens to be 
the most intractable cause of balance 
of pa>mcnis disequilibrium. 

Effect on External Reserves 

To the third group belong payments 
disturbances that leave a country’s 
account unchanged and affect only its 
liquidity position. They have their 
source, therefore, in someone’s wish to 
change the composition of his portfolio 
of assets. Thus an American’s desire 
to add to his holdings of foreign assets 
and benefit by their higher yield is one 
example; a foreigner’s desire to obtain 
long-term loans on cheaper terms of this 
country is another; and a third example 
is that where foreigners, simultaneously 
with borrowing in this country on long¬ 
term, lend on short-term by buying US 
short-term securities of the kind used 
as external securities. It is obvious that 
none of these disturbs current account 
equilibrium. All of them affect external 
reserves, and in the opposite direction, 
also the country’s long-term foreign 
asset position. 

The author after analysing and dis¬ 
cussing automatic payments adjust¬ 
ment, deals with particular problems 
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and characteristics of each of the above 
three groups. 

Having analysed payments adjust¬ 
ment through the actions of individual 
decision makers and having dealt with 
the adjustment policies of the national 
authorities, the author discusses the 
functions of international organisations 
and international co-operation in deal¬ 
ing with the problems of internat : onal 
payments. There are according to 
the author two possible functions 
for them to perform: to provide exter¬ 
nal reserves and secondly to impose rules 
of behaviour on national authorities 
to co-ordinate their economic policies 
and actions. 

It is a small book tersely written and 
highly analytical. And though the au¬ 
thor maintains that the book is written 
for students of economics who have only 
a general knowledge of economics and 
economic institutions but no specialised 
knowledge of the topic of the book, 
proper grounding in monetary econo¬ 
mics wouW be needed, if the analysis of 
the book is to be fully understood and 
policy implications appreciated. And 
further though the author prides himself 
on the shortness of the book, the reader 
wishes that the book were a little leng¬ 
thier and less compact, thus making for 
greater clarity. 

Public Finance 

When Fiscal Policy in Underdevelop - 
ed Countries was first published in 
I960, it became an instant success, il 
was then considered as the first systema¬ 
tic attempt to discuss problems of fiscal 
policy from the point of view of promot¬ 
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ing economic growth in underdeveloped 
countries. This revised edition, in addi¬ 
tion to the original text, contains a 
fairly long postscript that critically re¬ 
views recent developments in the field 
of Indian public finance. 

The author is of the opinion that the 
fiscal policy has a very important role 
to play in developing countries and the 
main objectives that should govern tax 
and budgetary policies in a country 
such as India should be : (a) increa¬ 
sing the rate of investment by 
checking actual and potential consump¬ 
tion, (b) encouraging the flow of invest¬ 
ment into desirable channels, (c) regu¬ 
lating the flow of purchasing power in 
accordance with the overall pattern 
laid down in the plan, and (d) modifying 
the distribution of income and wealth 
in a manner and to the extent that the 
long-term interests of society are best 
served. 

As regards the structure of taxation, 
the author has stated certain canons that 
would be most appropriate for India. 
In the first place, taxation must mobi¬ 
lise the economic surplus; it must mop 
up a great part of the surplus which at 
the present is not being used for produc¬ 
tive purposes. Secondly, each person 
should be made to contribute to taxa¬ 
tion in accordance with his unused 
capacity or ability to contribute to 
economic development. Thirdly, taxa¬ 
tion must also mobilise the increases in 
the surplus that arise as a result of initial 
developmental efforts. This means taxa¬ 
tion must be so fashioned as to prevent 
consumption from increasing propor¬ 
tionately with income in the earlier stages 
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of development. And lastly, the tax- 
structure must satisfy the cannon of 
equity, which means, that people in 
similar circumstances and behaving in 
the same manner (in terms of their 
utilisation of the surplus) must b< treated 
equally for tax purposes. * 

In this part of the book, while dis¬ 
cussing the tax-structure appropriate for 
India, the author has made a very 
powerful pica for partial exemption of 
savings from income taxation and has 
also put forward a detailed scheme for 
exempting approved investments from 
taxation of income. 

Changes In Taxation 

In the next part the author has exa¬ 
mined the basic features of the Indian 
fiscal system. This is to be understood 
more as an essay in the application of 
‘theory’ to certain selected fields of taxa¬ 
tion than as a comprehensive study of 
the Indian tax system. The author has 
given brief analysis of different taxes 
and has also examined the arguments of 
Kaldor. The author has suggested a 
number of changes which he wants to 
be introduced gradually. He wants that 
the administrative possibility of granting 
a partial exemption to savings be exa¬ 
mined. Similarly, capital gains should 
be made subject to regular income taxa¬ 
tion and simultaneously the scheme of 
exemption for savings should be intro¬ 
duced. He suggests that expenditure 
tax should be abolished and the rates 
of income-tax in the middle and upper 
middle income ranges should be raised, 
while the J956 rates be restored for the 
top ranges the income and super 
taxes on companies should be 
amalgamated into one corporation 
tax. Tax holidays should be abo¬ 
lished while development rebate should 
be confined to only industries of 
national importance. And finally the 
possibility oflevying excise duties on an 
ad valorem basis should be examined. 

In the postscript the author has exa¬ 
mined some of the important changes 
that have taken place in the Indian tax 
system and fiscal policy since the first 
edition of this book was published in 
1960. Author has given a proper warn¬ 
ing that preoccupation with the rais¬ 
ing of resources and increasing public 
expenditure has distracted the attention 
from i he allocative and price effects of 
the tux measures On the one hand and 
the efficiency with which resources are 
being used in the government sector on 
the other. The policy-makers must bear 
in mind that “the overall objective 
should be to raise the rate of tow sav¬ 
ing and not merely to ensure collective 
savings through the government*” 

1 his book will not attract the same 
amount of attention which it did nearly 
a decade ago when the first edition was 


published, This is because during 1960$ 
quite a large number of excellent books 
have been published by eminent scholars 
analysing the suitability of fiscal policy 
as an instrument of economic growth of 
developing countries and suggesting 
appropriate policies for different stages 
of their growth. Part I of the book just 
reproduces what was written a decade 
ago, which means that the hook, as the 
author himself is aware, has failed to 
incorporate some of the latest theoreti¬ 
cal developments in the field of fiscal 
policy and welfare economics. Thus 
the deficit financing to which most of 
the developing countries are resorting 
cither forced by circumstances or 
attracted by its theoretical possibilities 
has been dealt with in a very casual 
manner. A whole book can be written 
on the experiences of developing coun¬ 
tries during sixties in the field of deficit 
financing. The same can be said of 
public debt policy. Thus, while the 
first part is inadequate, the postscript 
based mostly on the figures up to the 
years 1966-67 only, - would require 
another postscript to bring the matters 
up-to-date. 

And yet the book is eminently read¬ 
able and must be read by the students 
of public finance and of Indian eco¬ 
nomy. There may be theoretical and 
factual gaps, but there are also remark¬ 
able insights shown by the author in 
his analysis. And above all the appro¬ 
ach which the author has brought to 
bear on the subject is sure to provide a 
critical and constructive viewpoint to 
the students of the subject. The book 
was not available in the market and 
we had to wait for quite some time 
for the second edition. It is fervently 
hoped that Raja J. Chclliah will not 
make us wait for very long before he 
gives us something more substantial 
in the field of public finance. 

Agricultural Taxation 

The contribution which agriculture 
can make and should make to economic 
development of backward countries 
has been a favourite topic with the 
growth economists. A large number of 
books have been written on this subject 
with special reference to India, many 
of which have been reviewed in these 
columns. A team of three scholars 
who were working at it for quite some 
time have now produced one more 
book on the same subject. The 
authors have not covered the entire 
gamut of land taxation (which impres¬ 
sion the rather imposing title of this 
book is bound create) but have sub¬ 
jected only two major land taxes— 
land revenue and agricultural income 
tax—to detailed analysis. 

After giving a historical review ex* 
plaining the evolution of land revenue, 


the authors have examined the case for 
enhancement of land revenue from 
various points of view. According 
to them the case for increasing land 
revenue is not so strong in respect of 
cultivators with small and uneconomic 
holdings, not so much on the ground 
that they are poor, but due to certain 
factors such as their inability to realise 
substantially the gains incidental to 
the rise in agricultural prices and their 
incapacity to derive adequate benefits 
out of public expenditure on agricul¬ 
ture. On the contrary, the richer 
classes among the agriculturists have 
greatly benefited in more than one way 
since the second world war, without 
at the same time bearing their due 
share in the tax burden. There is 
therefore a case for enhancing land 
revenue rates only when the present 
regressive structure is reorganised on 
progressive lines so that increased burden 
of land revenue is equitably distributed. 
But even if these measures are adopted, 
the land revenue system will continue 
to suffer from inequity, inelasticity and 
non-uniformity, though to a slightly 
less degree. 

“Standard Acre M Unit 

The authors therefore have spelt 
out in great detail their scheme of land 
revenue in chapter 11. The scheme is 
based on, to start with, reclassification 
of entire land holdings of different pro¬ 
ductivities in terms of one common 
unit which they call the ‘standard 
acre’. This is necessarily based on an 
estimate of yielding capacity of land 
in some form, which may be either 
gross produce or net produce. With* 
exemption from land revenue for those* 
who possess land below one standard 
acre, it is to be subsequently progressive 
in the case of people holding 
different acres of land. The authors 
believe that as only the medium and 
large landholders will have to pay more 
while those having small landholdings 
will remain unaffected, the scheme has 
the singular advantage in that it 
should weaken the resistance to en¬ 
hancement of land revenue from 
agricultural classes. The authors 
seem to belittle the influence of big 
landholders in this respect. Also the 
authors have shown limitations (on 
page 306) of their standard acre 
scheme. Though the scheme has 
certain merits, it would appear that 
the scheme is far too complex and 
administratively difficult to manage and 
would therefore prove unworkable. 

Part II of the book deals with the 
problems of agricultural income taxa¬ 
tion. It is now common knowledge 
that there is imperative need for ie* 
structuring the Indian system of agri¬ 
cultural income tirade Thfe agricul¬ 
tural income taxes operating in various 
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Indian states are at the present making 
a minimal contribution to revenues 
and are administered extremely in¬ 
efficiently. Here again in spite of 
fiscal pressure all these years, no 
scheme of reform has even been thought 
of. The proper direction of reform, 
according to the authors, would be to 
amend the constitution so as to remove 
this item from the state list and include 
it in the union list and then to integrate 
agricultural income taxation with the 
non-agricultural income taxation under 
the central legislation and adminis¬ 
tration. The authors are aware that the 
difficulties in the way of constitu¬ 
tional amendment are not light. 
But somehow they will have to be 
overcome, if a rational structure of 
income taxation is to be evolved in 
India. It is indeed a pity that the fiscal 
potential of land revenue and agricul¬ 
tural income taxation has remained 
largely unutilised, when the revenue 
needs for planning and defence are 
tending to drive the authorities more 
and more towards deficit financing 
and foreign aid. 

The book was under preparation for 
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long and therefore all the arguments 
advocated by the authors in favour of 
revision of land revenue and recons¬ 
truction of agricultural income taxation 
appear stale. And yet the book will 
be useful to the students of economic 
history who would find abundan 
historical material provided in a 
felicitious manner by Dr T.M. Joshi 
and by research students of economics, 
because of the model which would be 
found useful for research purposes. 
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ing House, 2i0 Dr Dadabhoy Naoroji 
Road, Bombay-1; Pp 406; Price 
Rs 22.50 

New Concepts in Management : Ishwar 
Dayal: Lalvani Publishing House; 
Pp 276; Price Rs 28.50 
Handbook of Statistics on Cotton 
Textile Industry : Published by the 
Indian Cotton Mills* Federation, 
10 Veer Nariman Road, Fort, 
Bombay—1; Pp 52. 
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Jawaharlal Nehru: A Man of Letters: 
V.N. Chhibber; Vikas Publica¬ 
tions; Pp 210; Price Rs 2150 
Institutional Financing of Economic 
Development in India: T.V, Sethura- 
man; Vikas Publications; Pp 166; 
Price Rs 20. 

Soviet Economics: Michael ftascr; 
Weidenfcld and Nicolson, 5 Winsley 
Street, Oxford Circus, London W1; 
Pp 256; Price £ 1.75 net (in U.K. 
only) 

Shipping: M.S. Ram; Asia Publishing 
House; Pp 303; Price Rs 35. 
Management Development and Mana¬ 
gement by Objectives for the Line 
Manager : Andrew M. Brown; 

Somaiya Publications Pvt Ltd., Pp 
118; Price Rs 24. 

Manpower Research 1968: Published 
by the Institute of Applied Man¬ 
power Research, Indraprastha Estate, 
Ring Road, New Delhi - I; Pp 220: 
Price Rs 12. 

Britain 1970: An official Handbook: 
Prepared oy the Reference Division 
of the Central Office of Information; 
Published by Her Majesty’s Sta¬ 
tionery Office, London SE 1; Pp 522. 


INDISPENSABLE PUBLICATIONS FOR EXPORTERS 


1. The Journal of Industry and Trade: A monthly containing indispensable information for exporters on marketing products 
in various overseas countries. Also gives bird’s eye view of India’s developing economy, commercial and trade developments 

abroad. Annual subscription: Rs. 12/- Single copy: Rc. 1/-. 

2. Foreign Trade of India: Profusely illustrated and printed on Art Paper, this monthly is devoted to t£e promotion of export 

publicity of various industries fast developing in India. Besides important developments in foreign trade, each issue gives 
prominence to a group of specified industries having t xport potential. Annual subscription: Rs. 21/- Single copy: Rs. 2/-. 

3. Udyog Vyapar Patrika: A Hindi monthly with feature articles on foreign trade, industry, planning and economic development. 
, The Patrika also contains comprehensive industrial, commercial and licensing infoimation, latest export promotion news and 

market survey reports. Am.ua! subscription: Rs. 12/- Single copy: Re. 1/-. 

4. Indian Export Service Bulletin: A weekly containing global tender notices, overseas enquiries for Indian products, market 
opportunities in foreign countries, trade control and tariff regulations abroad, world economic trends and other useful 

information for exporters. Annual subscription: Rs. 25/- Single copy: 50 paise. 

5. India Exports: (Open for advertisements only). An attractive quarterly journalprinted on Art Paper. It aims at Brand Pub¬ 
licity of Indian goods/manufactured in overseas markets and offers excellent medium of publicity for Indian exporters abroad. 

The following publications are available from the Manager of Publications, Civil Lines, Delhi-6, and his authorised agents: 

(i) Handbook of Export Promotion (Green Book); (ii) Guide for Exporters; (iii) India’s Trade Agreements with other countries; 
(iv) Reports on Economic and Commercial Conditions in various countries; (v) Directories of Importers of Indian products in: 
East and Central Africa, Hong Kong, Iraq, Japan, Lebanon, Nigeria, Switzerland and Syria; (vi) Market Survey Reports on 
various export commodities in the world’s potential markets. 

Subscriptions for items 1-4 above are payable in advance by Money Order/ Crossed Cheque/Bank Draft/Postal Orders made out 
in favour of t he Under Secretary, Ministry of Foreign Trade. New Delhi. 

The above journals are effective media for advertising 


For advertisement rates and other details please write to: 

Director, Commercial Publicity, 

Ministry of Foreign Trade, 

Udyog Bhmvan, New Delhi. 


No. davp-70/278. 
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RECORDS AND STATISTICS 

Foreign Collaborations 

During the quarter April to June 1970, the Government of India approved 51 Collaborations between Indian and 
foreign companies. The largest number of collaborations were in the case of US companies at 15, followed by 12 for the UK, 
eight for West Germany, five for Japan, three for Switzerland, two each for Italy and France and one each for Australia, Czechos¬ 
lovakia, Holland and Swede . 

No. Name of the Indian Co. 


I. United F.ngineering Services P.O. Box 
No. 69, Jamshedpur-1 


,2. K.C'.P. Ltd, 

Ramakrishna Buildings, 

38, Mount Road, Madras-6. 


3. B.G. Shirke & Co Ltd, 1205, R.B. 
Aptc Road, Poona-4. (F) 

4. Neddie Roller Bearing Co Ltd, 
B-16, Road No. 2 Industrial Area 
(Waglewadi). Thana, Maharashtra. 


5. Electric Control Gear Pvt. Ltd, 
Behind Arbuda Mills Ltd, 
Rakhail Road, Ahmedabad-21. 


6. Hindustan Machine Tools Ltd, 
Bangalore. 

7. Hyderabad Asbestos Cement Products 
Ltd, 

Sanatnagar, Hyderabad-18. 


8. B.C. Modi & Co, 

General Assurance Bldg.232, D.N. 
Road, P.B. No. 10118, Bombay-l.(F) 

9. Davcr N.G.M. Ltd, 

70, Lakshmi Insurance Bldg., 

Sir P.M. Road, Fort, Bombay-1. 

10. Mischmetal & Flints Pvt Ltd. 

Mani Mahal, 3rd floor 353, Kalbadevi 
Road, Bombay-2. 

11. Mukand Iron & Steel Works Ltd, 
Lalbahadur Shastri Marg, Kurla, 
Bombay-70 (AS). 

12. Textile Machinery Corpn Ltd, 

UCO Bank Building, Parliament Street, 
New Delhi-1. 


Name of the foreign collaboration 
INDIA—AUSTRALIA 

Vulcan Australia Ltd., 

Victoria, 3125, Australia. 

INDIA — CZECHOSLOVAKIA 

C.K.D. Praha, 

Czechoslovakia. 


INDIA —FRANCE 

Prive SA, 61-67 rue Victor Hugo, 94- 
Maisons-Alifort (Val-dc-Marne) 
Paris, France. 

Nedella SA, 133-137, Boulevard Na¬ 
tional, 92, Rueil Malmaison, France. 


INDIA — HOLLAND 
N.V. Hazemeyer, Holland. 


INDIA — ITALY 

Societa Nebiolo, 

47, Bologna Street, 

10152—Turin, Italy. 

Revisione Construzion Machine, 
Torino, Italy. 


1)NDIA — JAPAN 

Osaka Godo Co Ltd, 

Osaka Godo Tokyo Bldg. 6, 2-Chome 
Nihonbashi-Honcho, Chuo-Ku 
Tokyo, Japan. 

Nihon Spinlde Mfg. Co Ltd, 

Mengyo Kaikan, Bingomachi, 
Higashiku Osaka, Japan. 

Wako Busen Ltd, 

Room No. 622, Nippon Building., 

No. 8, 2-Chome Ohtemachi, 
Chiyode-Ku. Tokyo, Japan. 

Fuji Group of Japan (Daido Steel Co 
Ltd, 

Sanyo Special Steel Co Ltd, & Fuji 
Iron & Steel Co Ltd.) 

Howa Machinery Ltd., Nagoya, Japan. 


Item of manufacture 


Side-winder flexible insulated ducting. 


Dry process cement machinery. 


Nestbins (Silos). 


Needle roller assemblies and needle 
roller bearing. 


LT air circuit breakers. 


Printing machines. 


Pneumatic corrugating and stacking 
machine for asbestos cement corru¬ 
gated sheets. 


Coconut shell charcoaL 


Vari pitch sheave spindle speed regula- 
lators for ring spinning frames. 

Flints. 


For improving product and reducing 
production cost in manufacture of 
steel and wire rods. 


High Speed carding engines, high 
speed draw frames and high speed 
frames. 


(F) Indicates cases involving financial collaboration. 
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No, Name of the Indian co, Name of the foreign collaboration 

INDIA - SWEDEN 

13. Bladen Cole & Co Pvt Ltd, Sten Soderstrom of Ulvsatersvagen, 

Rangudyan, Sitaldevi Temple Road, 9, Sollentuna, Sweden. 

Mahi, Bombay-16. 


14. Hindustan Brown Boveri Ltd, 

Brown Boveri House, 264/265 Dr Annie 
Besant Rd, Bombay-25. 

15. Rajpnr Mfg. Co Ltd, 

Outside Saraspur Gate, P.B. No. 54, 
Ahmedabad-21. 

16. Scindia Workshop Ltd, 

Scindia House, Ballard Estate, 
Bombay-10. 


17. Consolidated Pneumatic Tool (India) 
Ltd, 

301/302, Agra Road, Bomhay-80. 

18. Eastern Tobacco Machniery Pvt Ltd. 
220, Masjid Bunder Road, Bombay-3. 

s 

19. Globe Industries Pvt Ltd, 

Agra Road, Mulund, Bombay-80. 

20. Heavy Electricals (India) Ltd, 

Bhopal. 

21. Indian Pctro-chemicals Corpn Ltd, 

PO Jawaharnagar, Baroda. (Gujarat). 


22. lndo-Asian Traders Pvt Ltd, 

Nakodar Road, JuIlundur-3. 

23. Inspi Auto Industries Pvt Ltd, 

2A-3, Asaf Ali Road, New Delhi-1. 

24. Mukand Iron & Steel Worked Ltd, 
Kurla, Bombay-70. 

25. Senapathy-Symons Insulation, 

14, Netaji Road, Bangalorc-25.(F) 

26. Southern Electricals (P) Ltd, 

25, Ambattur Industrial Estate, 
Madras-58. 

27. Southern Industrial Corpn Ltd, 

Post Box No 113, 99-Armenian Street, 
Madras-1. 

28. Usha Telehoist Ltd, 

14, Princep Street, Post Bag No. 8853, 
Calcutta-13. 


INDIA - SWITZERLAND 
Brown Boveri & Co, Switzerland 


Porzellanfabrik Langcnthal AG. Lan- 
genthal, BE Switzerland. 

MacGregor AG, Mazgasse 930, Basel 
Mazgasse 2, Switzerland. 


INDIA—UK 

Jacobs Manufacturing Co Ltd, UK. 


National Machinery Co. Ltd, E.D. 
Sasoon Building, Nassau, Bahama 
Islands, UK. 

Adwest Engineering Ltd, 

Reading Berkshire, UK. 

English Electric-Associated Electrical 
Industries Ltd, UK. 

Lummus Co Ltd, UK. 


Hu vent Electric Manufacturing Co, 
UK. 

Amal Ltd., Holdford Rd, Wilton 
Birmingham, UK. 

English Steel Castings Corporation Ltd, 
Sheffield, UK. 

H.D. Symons & Co, UK. 

Power Centre Co, Ltd, UK. 


Land-master Ltd, Hucknall, UK. 


Telehoist Limited, Manor Road, Chel¬ 
tenham, Gloucester, UK. 


INDIA—USA 

29. Bright Brothers Pvt Ltd, Thomas International Company, USA. 

156-A, Tardeo Road, Bombay-34. 

30. Engineers India Ltd, Lummus Co, USA. 

17, Parliament Street, New Delhi. 


Item of manufacture 


Finnded lube heat exchangers. 


High rupturing capacity air blast in¬ 
door type circuit breakers. 

Plain and decorative procelain table¬ 
wares. 

Electrical drive and automatic lift and 


Jacob drill chucks, tap chucks 'and 
collect chucks. 

Tobacco Processing machinery. 


Steering gears. 

235 MW Nuclear turbine for Madras 
Atomic Power Project, and 30/120 
MW turbine generators. 

Design Engg. and technical know¬ 
how for and in connection with the 
Gujarat Naptha Cracker plant to be 
erected near Baroda. 

HRC cartridge fuses links. 

Automobile aiKillaries-carburettors. 

Brake beams. 

Class ‘E’ insulation. 

Aluminium bushbar trunkings etc. 


Land-master power tillers (L-l 50). 


Truck mounted load luggers and truck 
mounted hydraulic hoists. 


For obtaining consultancy services for 
manufacture of plastic moulded 
goods. 

Designs for heat exchange equipment. 


(F) Indicates cases involving fiancial collaboration. 
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No- Name of the Indian Co. 

31. Frick India Ltd, 

Jeevan Vilfsir, 3-Par/iament Street, 
New Delhi. 

32. Heavy Engineering Corpn Ltd, 
Ranchi. 


33. India Carbon Ltd, 

6, Old Post Office street, Calcutta* 1. 


34. J-Slonc & Co (I) Pvt Ltd, 

16 Taratalla Road, Calcutla-53. 

35. Kfil Standard Products (P), Ltd, 

Sir Vithaldas Chambers, 6, Apollo 
Street, Bombay-1. 

36. National Standard Duncan Ltd, 

31, Netaji Subhas Road, Calcutta-1. 

37 Poysha Industrial Co Ltd, 

Nehru House, 

4, Bahadurshah Zafar Marg, 

New Delhi-3. 

38. Ravik Industrial Corpn, 

D-187 Defence Colony. New Delhi-3. 

39. (Proposed) 


40. Swatik Rubber Products Ltd, 

Swastik House, Behind Kirkee Rly 
Station, Poona-3. 

41. Veljan-Hydrai Pvt Ltd, 

Balanagar, Hydcrabad-37. 

42. Vijay Industries, Haji Adam Mansion, 
Homji Street, Bombay-1. 

43. Dr Vircndra Patel, 770, Gotri Road, 
Baroda-7. (F) 


44. Agra Chain Mfg. Co, 

4341, Vijay Nagar Colony, Agra-4. 

45. Drossbach Maneklal Pvt Ltd, 

Vaswani Mansions, Dinshaw Vachha 
Road, Bombay-20. BR.(F) 

46. Madhya Pradesh Industries Ltd. 

7, Council House Street, Calcutta-1. 

47. Modi Industries Ltd, 

PO Modinagar, Distt. Meerut (UP). 

48. SLM Maneklal Industries Ltd, 

Vatva Taluka Dcscroi. Ahmedabad. 

49. Swadeshi Polytex Ltd, 

Swadeshi House, Kanpur. 

50. Sh. T. Maneklal, Co, 

T. Maneklal Mfg Co Ltd, Vatva, Taluka 
Dascroi, Ahmcdabad.(F) 

51. Utkal Machinery Ltd, 

PO Kansbahal (near Rourkela), Distt. 
Sundargarh. Orissa. 


Name of the foreign collaboration 

Climatrol Industries Inc., 633 West , 
Wisconsin Avenue, Milwaukee, 
Wisconsin, USA. 

National Forge Co Irvine, Warren 
County Pennsylvania, 16329, USA. 
and Compagnie des Ateliers et Forges 
de la Loire, 12rue de la Rochefouca- 
luld, Paris, France. 

Great Lakes Carbon Corporation, 
USA. 


Westinghouse Air Brake Company, 
Wilmcrding. Penne, USA. 

1. USM Corpn, USA. 

2. Standard Tool Co, USA. 

National Standard Co, USA 

American Can Co, 100 Park Avenue, 
New York, USA. 

Jay International Corpn Ohio, USA. 

Sears Roebuck Overseas Inc, 925, S. 
Homan Avenue, Chicago, Illinois, 
USA. 

Firestone Tyre and Rubber Company, 
Akron Ohio-448, USA. 

Flick-Reddy Corpn, Illinois, USA. 

Graver Tank & Manufacturing Co. 
Chicago, USA. 

Miles Laboratories Inc., USA. 


INDIA—WEST GERMANY 

Paul Viklori Schneider, Idari Das 
Overstein, West Germany. 

Rainer Isolierrohrfabrick, Brossbach, 
West Germany. 

Varta AG, West Germany. 

Continental Gummiwerke, AG, 
Hanover, West Germany. 

Kautex-Werke Reinald Hagen, Hamge- 
lar/Siegburg, West Germany. 

Vickcr-Zimmer, Frankfurt (Main), 
West Germany. 

Artos Maschinebau Dr Ing. Meier- 
Windhorst KG, Heidenkampsweg 
66,2000, Hamburg 1, West Germany. 

O. Dorries GmbH, 516, Durexen, Vel- 
denerstrasseT West Germany. 


(F) Indicates cases involving financial collaboration. 


Item of manufacture 
Centrifugal chillers. 


Crankshafts for the diesel locomotives. 


To check and review the designs pre- 

S red in connection with the tnanu- 
ture of calcined anthracite coal 
at Haldia (West Bengal). 

Air brake equipment for freight loco¬ 
motive and passenger stock. 

Injection moulding machines. 


Metal moulds for tyres. 

Tin containers inculding OTS cans. 


Tyre air pressure gauges and sparks 
plug gap gauges. 

To open a branch in India for buying 
goods for their principals. 

Rubber goods (tank tracks, vibration 
T isolators, draft gear pads etc.). 

Modular and logic valves. 

Floating roof tanks. 

Chemical and Immuno chemical test 
systems etc. 


Diamond-cut-immitation jewellery. 
Corrugated tubes. 


Dry battery cells. 

Automobile tyres and tubes. 

Blow moulding machines, silk screen 
printing machines, flame treating 
machines, and granulators etc. 

Polyester staple fibre. 

Textile processing machinery. 


Wide angle refingers for machinery and 
equipment for the producing of 
pulp, paper and card board. 
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The Macneill-& Barry Group-the marketing 
professionals nmet thegjafids of the 70’s 



The Group's highly 
organised marketing 
network sells over 
200 products all over 
the country. 


From textile cots to tow 
tractors from diamond 
tools to agricultural 
machinery and pestici¬ 
des - the Group's market 
mg arm sails a wide 
variety of products. 

Markets range from 
nighty sophisticated in¬ 
dustrial complexes to the 
farmer in tha neert of 
rural India. 


All this makes the 
Group one of India's lead¬ 
ing marketing organisa¬ 
tions, Highly trained sales 
engineers render on-the- 
spot and after-sales ser 
vice through a network 
of 19 branches. 

The Group will effec¬ 
tively promote any pro¬ 
duct. however small or 
large, and whatever its 
market. 


yft Growth 
HP through 
enterprise 


Macneill & Barry Limited 

2, Fairlie Place, Calcutta 
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It is in the nature of women to want to have the last word and it is nearly as natural* that 
they should manage to have it most of the time The Prime Minister is a woman and the Supreme 
' Court has an all-male Bench- Mrs Indira Gandhi, therefore, has an advantage. Nevertheless, there i|« 
still such a thing as the Constitution which “We, the people of India, having solemnly resolved to 
constitute India into a sovereign democratic republic” have debated, enacted and given to ourselve# as 
from the 26 th day of November, 1949. * 

From "NOT THE LAST WORD” 
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Have a sense of proportion, I say. 














CENTURY 

SPG. & MFG. CO., LTD. 

CENTURY BHAVAN, 

WORLI, BOMBAY-26 00. 



TTDRTTPE 
TO BUILD 7T 
DRETTMON 






Century sarees are the answer 
to your little day dreams. 

So go ahead on a dream spin I 
Century sarees are a rage of 
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Cool as the evening breeze. 
Light as air. 
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It is in the nature'of women to want to have the last word and it is nearly as natural 
that they should manage to have it most of the time. The Prime Minister is a wo¬ 
man and the Supreme Court has an all-male Bench. Mrs Indira Gandhi, there¬ 
fore, has an advantage. Nevertheless, there is still such a thing as the Constitution 
which “We, the people of India, having solemnly resolved to constitute India 
into a sovereign democratic republic’’ have debated, enacted and given to our¬ 
selves as from the 26th day of November, 1949. 

This Constitution has not yet been thrown into the waste paper basket, al¬ 
though some people would, evidently, wish to be able to treat some parts of it as 
mere scraps of paper. The Prime Minister or the President notwithstanding, the 
people of India are clearly not prepared to pick and choose provisions of the Consti¬ 
tution for declaring them to be anachronisms. It follows that they will not accept 
the Prime Minister's decision or the President’s decree de-recognising the princes, 
in violation of the letter and the spirit of the relevant provisions of the Constitu¬ 
tion as the last word on the subject. 

That last word can be spoken only by the highest judicial authority in the land. 
The presidential order, in other words, is bound to be challenged and it is, conse¬ 
quentially, only a provisional governmental measure, the validity of which has to be 
pronounced upon by the Supreme Court. Fortunately, the issue here cannot be 
projected as a confrontation between the highest legislative body, on the one hand, 
and the top organ of the judiciary, on the other. The protagonists in this case are 
the executive and the judiciary, i.c., the Central government and the Supreme Court, 
since the President’s order has been promulgated in defiance of Parliament, after 
an attempt to persuade it to pass the Constitution Amendment Bill, on which 
the Prime Minister had set her heart, had failed. On certain earlier occasions 
it was only too easy for certain breeds of politicians to misrepresent the Supreme 
Court as a die-hard institution functioning in disregard of the people’s will. Now 
it is those who have defied the will of the people, as expressed through democratic 
processes in Parliament, who will have to appear before the bars of the Supreme 
Court, defend their acts and justify them and themselves to the nation. 

The Constitution Amendment Bill, in its origin and aftermath, as well as in its 
course through Parliament brought into the open all the ugliness of the game the 
n ame of which is power politics. That roan of few words, Mr Kamaraj, made 
perhaps the most meaningful judgment on this sad and sorry episode. When his 
party was discussing what stand to adopt on the bill and when an uneasy member 
was talking about the ‘10-point programme’, Mr Kamaraj was reported to have 
declared quite bluntly that the 10-point programme was dead and that there was 
only an one-point programme from now on. It is obvious that he was not only 
speaking for himself and his colleagues of the official Congress, but was also 
voicing the thoughts of Mrs Indira Gandhi and her colleagues of the rebel Cong¬ 
ress. For the official Congress the one-point programme is to force the present 
government out and for the rebel Congress the one-point programme is to hold 
on to what it has. It would be inconsequential, of course', to complain that the 
princes have been used as a pawn in this power struggle, since the Constitu¬ 
tion itself has received no better treatment. It only remains to hope that the 
Supreme Court will have the last word and the Constitution the last laugh. 
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Hungry for Power 


The excellent record of the Tamil 
Nadu Electricity Board in the genera¬ 
tion, distribution, rural electrification 
and energisation of pumpsets clearly 
shows that, however extensive or 
intensive the effort, the appetite 
for power can never be satisfied fully 
since vast potentialities exist for 
power development and consump¬ 
tion. In spite of the fact that, at the 
end of 1969-70, there was an installed 
capacity of 1820 mW including 600 
mW of the Neyveli Thermal Station, 
sizable purchases had to be effected 
from Kerala and Mysore, which have 
surplus power. Indeed, the annual bud¬ 
get of the board provides for the pur¬ 
chase of power from outside sources 
for as much as Rs 16,38 crores out of 
the total revenue receipts of Rs 59.43 
crorcs. 

The .export of power from Neyveli 
will naturally account for heavy expen¬ 
diture as this station alone may be 
supplying around 1,300 million units. 
Kerala and Mysore too will be sparing 
over 500 million units in a year and 
agreements have been concluded recent¬ 
ly with these two states for the supply 
of energy on a revised basis. If Neyveli 
could utilise its generating capacity 
more fully with easier availability 
of lignite, the growing needs of the state 
can be met even with the existing capa¬ 
city to a greater extent than now and 
costs of generation also reduced. This 
is important as there is a possibility of 
Mysore not being in a position to export 
the same quantities as its own consump¬ 
tion will increase at a faster rate in the 
coming years and Kerala will be feeling 
comfortable only if the mammoth Idi- 
kki project was constructed without de¬ 
lay. 

The Tamil Nadu government has, 
therefore, been keen on installing new 
thermal and hydel capacity and is at the 
present moment inhibited only by the 
lack of financial resources and not a 
dearth of new schemes. In 1970-71 
alone it is expected that there will be an 
addition to capacity by 325 mW as the 
two Kodayar power houses with an 
aggregate capacity of 100 mW and the 


Sholayar power project with a capacity 
of 95 mW arc scheduled to be commis¬ 
sioned. Besides, at Ennore two generat¬ 
ing sets with a capacity of 170 mW will 
be erected. In 1971-72, the fourth unit 
at Ennore will be ready besides two 
generating units in Kundah expansion 
scheme for 110 mW. 

These projects will very nearly com¬ 
plete the fourth Plan target for power 
generation and further capacity from 
the board’s own sources will be avail¬ 
able only if the expansion scheme of the 
Ennore thermal station is taken up and 
the new hydel projects arc expedi¬ 
tiously constructed. Only one major 
hydro-electric scheme had been cleared 
so far by the Planning Commission and 
the Nilgiris will again be the biggest 
source of power supply for the state. 
The Pandiyar-Punnampuzha project 
will be capable of generating 100 mW 
while there are numerous relatively 
small and costlier schemes, which will 
tap the remaining hydel potential and 
will be helpful in creating fresh capacity 
for 315 mW. 

As the Kalpakkam atomic power 
station is not expected to go on stream 


It is now a commonplace of economic text¬ 
book writing that economic theories and doc¬ 
trines are strictly reative—relative to time, place 
and circumstances. The old notion that eco¬ 
nomic laws are universally true and transcend 
time and types of society and that they are 
applicable under all conditions and circums¬ 
tances has been discarded. Economics, in 
so far as it is not merely logic, and is not a set 
of logical deductions from premises implied or 
explicit, cannot but be severely circumscribed 
by the conditions and data that present them¬ 
selves from time to time and in different regions 
of the world. The whole concept of wealth 
has undergone a revolutionary change, and it 
is widey recognized that nothing by itself is 
wealth or ceases to be so except that thinking 
makes it so. A smart-looking motor-car, that 
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before the early years of the fifth Plan 
and the new hydel projects will take four 
or five years to be completed, the state 
electricity board is naturally worried 
about the gaplthat will exist between 
anticipated demand and firm availabi¬ 
lity. This is expected to be as much as 
530 mW by 1973-74. It has, therefore, 
been urged that early action should be 
taken to open a second minecut at Ney¬ 
veli in spite of the fact that the central 
government has been agreeable to the 
installation of the second unit of 200 
mW at Kalpakkam. It cannot be said- 
that the estimates of demand have been 
exaggerated as 50,000 pumpsets are 
being energised every year and even now 
there are 4.8 lakh pumpsets working 
in the state out of a total of 11 lakh 
pumpsets in the whole of the country. 
Besides, a crash programme of rural 
electrification has been executed and it 
is the objective that every village and 
hamlet should be electrified by 1971-72. 

The estimates of demand for power 
may, therefore, even be more than now 
expected. Until power becomes avail¬ 
able from new hydel sources and the 
Kalpakkam atomic power station goes 
on stream, arrangements will have to be 
made for maximising generation from 
the Neyveli thermal station. As this 
centre has 600 mW of capacity, even at 
65 per cent load factor the availability 
can be easily nine million units daily. 


highly prized luxury of a comparatively poor 
man, may not be wealth to him, if there is no 
gasoline to run it with; indeed it might be the 
opposite of wealth, if he has to garage it all the 
time, thus causing a diminution of his income 
as many a person discovered It during the de¬ 
pression of 1930-31. A new machine may 
cease to be wealth, if it has become obsolete 
long before it is due for replacement by the nor¬ 
mal process of wear and tear, inventions des¬ 
tory much wealth in the process of creating more 
wealth. The fact that any thing can be produ¬ 
ced in a country by laborious work and patient 
toil does not mean that it can constitute wealth 
unless it is produced at a cost of resources 
which cannot be more Useful elsewhere. AU 
this constitutes the core of modem economic 
thought. 


£a.6tetn £lconomi5t 25 Ifeati -f^fo 

SEPTEMBER 14, 1945 
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But due to the difficulty in maximising 
output of lignite and the heavy rains in 
the last north-east monsoon period, the 
Neyveli Lignite Corporation is feeling 
seriously handicapped and there is an 
avoidable loss of power supply and an 
unnecessary increase in the cost of gene¬ 
ration. It has, therefore, become impe¬ 
rative to purchase additional mining 
machinery and improve the economics 
of operation of this corporation apart 
from strengthening the power situation 
which may become difficult in the region 
in the closing years of the current Plan 
period. 

The state electricity board has also 
addressed itself to the task of improv¬ 
ing operating efficiency as with costlier 
purchases from outside sources, a larg¬ 
er thermal content of power and a big¬ 
ger wage bill, it may not be possible to 
avoid deficits and meet fully the commit¬ 
ments by way of interest and deprecia¬ 
tion charges. Even though the World 
Bank has suggested that the state elec¬ 
tricity board should improve its viability 
and increase its rates for supply of 
power for agricultural purposes, it has 
not been possible to do so because 
power has been supplied in the past few 
years for running the pumpsets on a 
subsidised basis and the loss* on this 
account is as much as Rs 9 crores yearly. 

The attempts to minimise this loss 
have not been quite successful as there 
was a serious agitation within the state 
sometime back and the government was 
obliged to reduce the rate to nine paise 
per unit from the revised level of 10 
paise per unit. An expert committee 
is now examining the question of re¬ 
structuring tariff rates, improving gene¬ 
rating efficiency and reducing trans¬ 
mission losses. It is recognised that 
there can be a substantial reduction in 
transmission losses which are now fairly 
high with the erection of a larger num¬ 
ber of sub-stations. But this programme 
will itself cost about Rs 40 crores and 
can be completed only over a period. 

The board can, therefore, improve its 
financial position immediately only with 
a reduction in the subsidy for agricul¬ 
tural purposes. The state government 
can help the board to a significant ex¬ 
tent with the receipts it is getting by way 
of tax on consumption of electricity. 
While these steps can be expected to 
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yield good results, the problem in the 
coming years will be one of meeting the 
demand for power and with a near com¬ 
plete harnessing of hydel resources it 
has to be decided how new schemes 
can be implemented in the fifth Platt 
period. There will be no escape from 
establishing another thermal station 
with a capacity of 600 mW and even 
1000 mW at Neyveli based on a second 
mtnecut while second atomic power 
station may have to be established at 
Tuticorin or other suitable location. 

The Chairman of Neyveli Lignite 
Corporation recently observed that fresh 
expansion schemes can be thought of 
only if the existing facilities were pro¬ 
perly utilised and the heavy losses now 
being incurred were avoided. It is 
indeed depressing to note that an inte¬ 
grated project, which is viable, is not 
being allowed to function profitably 
and due to the delays in acquiring ad¬ 
ditional mining machinery and install¬ 
ing balancing equipment at the ferti- 

Better Balance 

The recent trends in Indo-Yugoslav 
trade reveal a remarkable increase in 
Indian exports to Yugoslavia but a 
sharp decline in imports from that 
country. Our exports increased from 
Rs 161.4 million in 1968 to Rs 304.3 
million in 1969 while our imports fell 
from Rs 132.4 million to Rs 64.3 mil¬ 
lion. Among our traditional exports 
there was an improvement in coffee, 
vegetable oil. cashew kernel, raw cotton, 
cotton yarn, jute products, rayon tex¬ 
tiles, and tanned hides and skins. The 
performance was particularly notable 
in manganese ore from nil in 1968 to 
Rs 2.2 million in I969,ferro-mangancsc 
from nil to Rs 7 million, coffee from 
Rs 22.2 million to Rs 27.5 million, 
cashew kernel from Rs 0,62 million 
to Rs 5.1 million and tanned hides 
and skins from Rs 21.4 million to Rs 
79.5 million. But the export of many 
other traditional items declined such 
as iron ore from Rs 14.3 million to Rs 
10.0 million, tea from Rs 5.8 million 
to Rs 5.3 million and deoiled cakes 
from Rs 24.6 million to Rs 20.0 
million. 

The export of our aon-traditional 
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User project needless losses had to be 
suffered. 

As energetic steps can be taken to 
remedy this situation and improve 
labour-management relations, there is 
no reason why the central government 
should delay its decision on the second 
minecut, which has to be opened in any 
case. Since the scheme will take at least 
three or four years to fructify, the 
necessary provision should be made in 
the current Plan itself for undertaking 
mining operations so that the second 
thermal station can function in the early 
years of the fifth Plan. There may be 
some resistance to the locution of a 
second atomic power station within the 
state and regional development will 
probably have to be given greater atten¬ 
tion. The hjdcl resources of Andhra 
Pradesh, Mysore and Kerala will have 
to be harnessed on a priority basis. 
How the whole work will be co-ordinat¬ 
ed and balancing thermal capacity crea¬ 
ted will depend upon an imaginative 
approach to the whole question. 

with Belgrade 

goods to Yugoslavia has been impressive. 
The export of commercial vehicles in¬ 
cluding jeeps went up from nil in 1968 
io Rs 13.30 million in 1969, rubber 
manufactures including shoes, tyres 
and tubes from Rs 13.0 million to Rs 
15 million, and aluminium ingots and 
products from nil to Rs 15 million. 

7 here was also some increase in the ex¬ 
port of rolled steel products, chemicals, 
pharmaceuticals, paints and varnishes, 
cables and wires, automobile parts, 
batteries and steel wire ropes. The pros¬ 
pects of exporting other new items to 
Yugoslavia are said to be considerable, 
such as refrigerators, construction 
equipment, portland cement, fruit juices 
and railway wagons. 

However, India’s imports from Yugo¬ 
slavia have been steadily declining. 
From Rs 19.97 crores in 1967-68 these 
imports fell sharply to Rs 8.89 crores 
in 1968-69 and to Rs 6.17 crores in 
1969-70. The decline has taken place in 
respect of several items such as petro¬ 
leum products, organic and inorganic 
chemicals, iron and steel manufac¬ 
tures, aluminium manufactures, 
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machinery of various types, and road 
motor vehicles .^The trend is shown in 
the following Table. 

The Yugoslav.** are understandably 
concerned over this falling trend. Ft is 
likely fhat if India’s imports from 
Yugoslavia continue to decline in the 
coming months, Belgrade may slow 
down her purchases from our country. 
It should be remembered that India’s 
success in almost doubling her exports 
to Yugoslavia has been not merely due 
to the energetic efforts made by our 
exporters but also because of the vari¬ 
ous incentives offered by the Govern¬ 
ment of Yugoslavia to encourage the 
import of Indian goods. For example, 
Belgrade has been insisting that Yugos¬ 
lav businessmen should import from 
India 120 per cent of the value of the 


Commodity 


Petroleum products 
Organic chemicals 
Inorganic chemicals 
Iron and steel manufactures 

Copper manufactures 
Aluminium manufactures 
Machinery, other than electric 
(i) Diesel engines and parts 
’(ii) Steam generating boilers and parts 

(iii) Agricultural machinery and imple¬ 
ments 

(iv) Machinery other than electric, 
n.c.s. 

Electric machinery and appliances, 
n.e.s. 

Road motor vehicles 
Total (all items) 
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goods that they export to our country. 
Yugoslav importers receive also a 20 per 
cent subsidy on the goods they import 
from India in Yugoslav ships. It is 
doubtful if the Yugoslav government 
will continue to offer such incentives un¬ 
less India steps up substantially the 
offtake of Yugoslav goods. 

rt should be made clear that the dec¬ 
line in Indian imports from Yugoslavia 
has not been due to any discrimination 
by New Delhi or any disinclination on 
the part of Indian businessmen to buy 
Yugoslav goods. This has happened 
due to other reasons. Because of India's 
industrial development, she has been 
able to reduce the imports of some pro¬ 
ducts which she used to buy from 
Yugoslavia. Besides, India has not been 
able to obtain from Yugoslavia certain 


(Rs Thousand) 


Value 

1967-68 1968-69 1969-70 


7,01 

4 


1,68,00 

17,27 

12,79 

33,35 

4,09 

5,89 

25,59 

10,78 

15,56 

52,29 

5,07 

.. 

27,25 

3,79 

1,06 

22,21 

22,37 

5,86 

32,21 

67,60 


2,00,80 

78,18 

1,68.39 

1.89,03 

1.31,03 

1,38.14 

36,80 

1,41,01 

50,92 

68,91 

. 1,80,07 

48,46 

19,97,97 

8,89,07 

6,17,15 
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goods which she is keen to buy, for ins¬ 
tance, newsprint. It is said that the 
Yugoslavs prefer to sell such items to 
the western countries to earn free for¬ 
eign exchange. Moreover, the uncompe¬ 
titive prices of certain items are said 
to have contributed to the overall dec¬ 
line in the Indian imports from Yugo¬ 
slavia. 

The time however has come to ensure 
better balance in the trade between 
India and Yugoslavia. From the Indian 
side, an effort must be made to explore 
the prospects for importing more goods 
from Yugoslavia. Till now this aspect 
did not receive much attention from 
New Delhi because the emphasis was 
more on exporting our goods. A care¬ 
ful study of the availability of Yugoslav 
goods will perhaps reveal scope for 
more imports from that country. The 
Yugoslav themselves should take the 
initiative in this matter. They should 
study the pattern of India’s industrial 
development, her programme of im¬ 
port substitution and find out what 
items they can sell to our country. 

The present trade agreement between 
India and Yugoslavia will run up to the 
end of March 1972. Belgrade has 
expressed her desire to switch over to 
multi-lateral trade after this date. If 
in the meantime India and Yugoslavia 
study each other’s market intensively, 
it will help both to develop their mutual 
trade to steadily increasing levels even 
after the new payment arrangement 
comes into force. The two countries 
would do well also to explore the scope 
for setting up joint ventures. The tri¬ 
partite agreement has already identified 
the fields but for various reasons the 
progress in this regard has been slow. 
In addition to the projects listed by the 
tripartite agreement, it will also be de¬ 
sirable to examine the scope for joint 
ventures in other fields. Recently, the 
Government of India indentified about 
125 items where there is said to be a 
technological gap and foreign collabora¬ 
tion will be permitted. Indian and 
Yugoslav businessmen would do well 
to examine the possibilities of collabo¬ 
ration on industries mentioned in this 
list. Indo-Yugoslav economic relations 
have become closer than ever before 
and efforts should be made by both 
countries to strengthen them in every 
way. 


INDIA’S IMPORTS FROM YUGOSLAVIA 
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To Tokyo Via Sydney 

THE EDITOR 


The delegation of business men 
sponsored by the Federation of Indian 
Chambers of Commerce and Industry 
which left for Japan towards the end 
of last month was conspicuous in 
its composition as well as in its 
size. For the first lime, perhaps, 
in the history of such delegations, 
wives were generously represented 
on this rather large team. The Go¬ 
vernment of India, obviously, is coming 
to adopt a relaxed and even liberal 
attitude in these matters. 

This is undoubtedly to the good. But 
it still remains to be seen whether Ja¬ 
panese buisnessmen can be conquered 
for the good of the Indian economy 
merely by a show of manpower (includ¬ 
ing womanpower) by the FICCI acting 
in collaboration with the government. ^ 

Basic Elements 

If much of the growth of Japan’s 
economic prowess, whether over the 
inter-war years or in the period since 
the last world war, was due to such basic 
elements of the Japanese character as 
discipline, determination, hard work 
and perseverance, a good deal of it was 
also due to the fact that Japanese busi¬ 
nessmen and the Japanese government 
would never tolerate the dilution of 
their economic purpose with other 
considerations. I would be surprised, 
indeed, if the FICCI delegation were to 
find that things have become any diffe¬ 
rent with this basic attitude of the lea¬ 
ders of the Japanese industry or com¬ 
merce when the two sides sit down to 
discuss the hard details of business 
between Japan and India. 

It is being suggested in some quar¬ 
ters that following the recent visit of 
Japan’s Foreign Minister to our country 
and his discussions with our Prime 
Minister. Japan may he expected to be¬ 
come less dogmatic or rigid in its cal¬ 
culations of economic self-interest while 
dealing with India in the future and 
that it may well be prepared to go a 
long way in seeking to develop economic 
ties with our country as part of its 
current diplomacy to win credibility 
for the rather large political role it 
may be planning to assume in the re¬ 
gion of the Pacific or its neighbourhood. 
While I would not summarily discount 
such possibilities, I doubt that Tokyo’s 
intentions in this respect are, at this 
stage much more than exploratory. 
The main drive in Japan’s external 


relations is still very much a function 
of economic self-interest. 

Not that all the probable limita¬ 
tions on economic co-operation bet¬ 
ween Japan and our country would 
necessarily be occasioned by these 
Japanese motivations. Our own govern¬ 
ment’s policy postures in the economic 
field will naturally be of considerable 
relevance. Right now Japan seems to 
be more disposed than at any time in 
the last 20 years to think in terms of 
directly participating in the financing 
and management of industries in other 
countries. Up till now its activities in 
this area have been largely confined to 
South Korea and Hong Kong, since 
the traditional Japanese approach to 
foreign business has been oriented to¬ 
wards trading, i.c., buying and selling 
goods, rather than direct investment in 
manufacturing enterprises abroad. 

Certain recent developments, how¬ 
ever, are making it desirable for the 
government and the businessmen of 
Japan to reconsider this position. 
There is, to start with, the shortage of 
labour in Japan. There is also the 
growth of a surplus in that country’s 
balance of payments. Yet another fac¬ 
tor is the increasing need for Japanese 
industry to explore, establish and, if 
possible, control to some extent, sources 
in other countries for the raw materials 
it has come to need in steadily increas¬ 
ing quantities. Finally, as western count¬ 
ries, particularly the United States, 
are becoming more and more intolerant 
of restraints on the entry of foreign 
manufacturing firms into the Japanese 
economy, Japan seems to be persuad¬ 
ing itself that it would be prudent on 
its part to come to reasonable terms with 
these pressures and, as part of the pro¬ 
cess, make itself more free to explore 
possibilities of direct participation by 
its own industry in manufacturing 
activities in other countries. 

Limited Scope 

If this is the trend in Japanese think¬ 
ing, what is our or rather the Govern¬ 
ment of India’s position? It now seems 
to be the official policy not merely to 
discourage but perhaps to forbid for¬ 
eign financial participation in most 
areas of our industrial economy. Even 
as regards foreign technical collabora¬ 
tion it is being said that such associa¬ 
tion would generally be confined to the 
purpose of remedying gaps in domestic 
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resources of sophisticated know-how. 
It is obvious that, if the Government 
of India really adheres to this policy 
in letter and spirit, the scope for foreign 
collaboration, Japanese or other, will 
be extremely lim’ted. 

Irrespective of Japanese attitudes, 
then, the possibilities of Indo*Japanese 
joint ventures will depend very much 
on whether New Delhi’s hark turns out 
to have been worse than its bite. Mean¬ 
while it, is permissible to wonder whe¬ 
ther the big brains in the Government 
of India were at least conscious 
at some point in their cerebrations of 
the contradiction between encouraging 
a large business delegation to go to 
Tokyo from this country and New 
Delhi’s declared intention of availing 
itself of foreign private capital or tech¬ 
nology to the minimal extent. 

However, as the poet would have it, 
hope spring eternal in the human breast 
and it is therefore natural that the 
secretariat of the FICCI should have 
done some laborious paper work for 
the benefit of the delegation now visit¬ 
ing Japan, indicating possibilities of 
Indo-Japanesc joint ventures in this 
country. It is obvious that most of the 
negotiating that will have to be done in 
this area will have to be initiated or per¬ 
severed in by the Indian side. The 
Japanese themselves are likely to be 
more inclined to listen and to pick and 
choose or even merely to wait and watch. 
This would only be natural since in 
economics, as in politics, it would pay 
only if one could bargain from some 
position of strength. 

Poor View 

At present, neither Indian business 
nor the Government of India is position¬ 
ed favourably for driving bargains with 
Japanese business or the Japanese Go¬ 
vernment. For instance, whether we 
like to face this disagreeable truth or 
not, it is certainly the case that Japan 
has been taking a rather poor view 
of our country’s dedication to the pur¬ 
suit of economic progress. Apart from 
the fact that the disorderliness of our 
politics must have contributed some¬ 
thing to help create such impressions on 
the "Japanese mind, the obvious in¬ 
efficiency which characterises the mana¬ 
gement of our economic affairs 
must necessarily carry its own moral 
for Japan’s policy-makers. 

Indeed, it so happened that at the 
time the Japanese Foreign Minister was 
visiting our capital, the Ashoka Hotel 
was pul out of action by a strike on the 
part of its staff which could easily have 
been avoided, given some commonscnse 
on the part of the employees and some 
competence on the fprt of the manage¬ 
ment. The fact that the strike might 
have caused some inconvenience to Mr 
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Kiichi Aichi, as it had f o other guests or 
would-be guests, might not have 
weighed with him perhaps, but this 
incident wa no advertisement surely 
for the quality of India’s involvement 
?n the task of promoting its own econo¬ 
mic well being. 

If the accumulated unfavourable 
impressions about our country which 
have been engendered in the Japanese 
mind, as in the minds of other foreign 
peoples are to be cleared away. Indian 
government and business should take 
some very positive action to achieve 
some very specific and concrete effects 
in the short term. In terms of the future 
of our economic relations with Japan, 
this would mainly mean a direct and 
dynamic strategy for developing rapidly 
our business presence, in industry as 
well as in trade, in the countries of the 
Pacific region. It is in these parts of the 
world that Japanese industry and com¬ 
merce will be specially sensitive to any 
challenge I hat India may be able to 
make in terms of a competitive export 
effort. 

Looked at from .this angle, India’s 
path to the business heart of Japan may 
well lie through Sydney, Jakarta, Kuala 
Lumpur, Singapore, Bangkok, Manila 
and Hong Kong. There may be no surer 
way of our winning Japanese respect or 
even attention for our business preten¬ 
sions than our effectively organising our 
commercial and larger economic re¬ 
lations with the countries of the Paci¬ 
fic, preferably in such a manner as to 
offer direct competition to Japanese 
industry and trade, over as wide a range 
of manufactures as possible. It follows 
that India thus has an added interest 
in strengthening recent trends pointing 
in the direction of the more studious 
and energetic exploration and exploita¬ 
tion of trade opportunities in Australia, 
Indonesia, Malaysia and Thailand. 

By the same reckoning, it is also very 
much in our interest to concentrate on 
furthering the prospects of Indian 
participation in joint industrial ven¬ 
tures with Malaysia, Australia, Thai¬ 
land and such other countries in these 
parts of the world as may be interested 
in such projects. It is well to recognise 
the fact that Japan has become a super 
economic power in the world and that 
there are few countries in the position 
to deal with it on equal terms on their 
own. It may be possible for China 
because of the vast market potentiali¬ 
ties it offers to Japanese industry, to 
dictate terms to the Japanese export 
trade even to the point of compelling 
the latter to make embarrassing political 
submissions: but so far as other Asian 
countries or Australia and New Zea¬ 
land are concerned, a marked improve¬ 
ment in their industrial and commercial 
positions would seem to be a desirable 
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condition for their doing business with 
Japan on terms neater to equality. 

I must not be misunderstood to mean 
that there should be anything like an 
economic confrontation between Japan 
and the rest of the countries in Pacific 
region. But i do feel that the time has 
come when, through their individual 
and collective efforts, the latter should 
be able to make a sufficiently deep im- 


A news item of more than ordinary inte¬ 
rest, but little notice, appeared in the 
Indian Express (July 15): the Prime 
Minister has constituted a super policy¬ 
making committee of the union cabinet 
by merging the Foreign Affairs Commi¬ 
ttee into the Internal Affairs Commi¬ 
ttee. Its numbers in addition to the 
Prim- Minister (who is also Horn's Minis¬ 
ter) include the Minister of Foreign 
Affairs, the Finance Minister, the De¬ 
fence Minister and the Minister for 
Food and Agriculture. This new com¬ 
mittee will, it is expected, deal not only 
with matters of internal importance but 
also consider and decide on problems 
relating to foreign policy. This is ex¬ 
pected to ensure effective coordination 
of policies at hom? and abroad and 
should facilitate an integrated approach. 

I noted earlier that this news item is 
of more than ordinary interest: it is an 
index to the fact that the realization 
has come to the powers that be, at least 
now, that domestic and external policy 
are not only related but need an integra¬ 
ted apporach. Prime Minister Gladstone 
said, “the first condition of a good 
foreign policy is a good domestic po¬ 
licy.” Prime Minister Nehru told the 
Constituent Assembly “External affairs 
will follow internal affairs 1 ”. He told 
the Lok Sabha more clearly, “Any part 
wc want to play in world affairs de¬ 
pends entirely on the internal strength, 
unity and conditions of our country. 
Our views might create some impression 
on others for the moment but they will 
attach importance to our voice only in 
proportion to the strength they know 
we have. Therefore, both from the 
point of view of our primary reels and 
from the point of view of any desire 
we might have to play a part in world 
affairs we have to pay the first attention 
to our own country's affairs*.” 

Not only domestic policy but the 
traditions of a country, its value sys¬ 
tem, has an impact on its foreign policy. 
Besides, it may be added, the foreign 
policy, in its turn, has an impact on 
domestic policy. ! shall briefly discuss 
in this short article (i) the impact of 
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pression on Japanese industry and 
commerce of their capacity to compete 
on increasingly favourable terms with 
the manufactures of Japan in their own 
respective domestic markets as well as 
in the laiger regional trading area of 
the Pacific. 

Here clearly is a challenge and an 
opportunity for India to display initia¬ 
tive, enterprise and purposiveness. 


Indian traditions on India's foreign 
policy; (ii) give illustrations of the 
impact of domestic policy on foreign 
policy and (iii) give illustrations of the 
impact of our foreign policy on domestic 
policy. 

Traditional Peace Policy 

Prime Minister Nehru said in Parlia¬ 
ment on December 9, 1958: “What I 
have done is to give voice to that policy 
(non-alignment) — I have not origina¬ 
ted it. It is a policy inherent in the cir¬ 
cumstances in India, inherent in the past 
thinking of India , inherent in the whole 
mental outlook of India , inherent in the 
conditioning of the Indian mr/a7’\(italics 
mine). 

It is common knowledge that Hindu¬ 
ism is essentially catholic; religious be¬ 
liefs in India have not assumed one uni¬ 
form shape. There are various shades of 
difference, ranging from monotheism 
to polytheism, which clearly indicates 
that a man's religion is not something 
to which he is required to conform but 
something which should fit in with his 
cultural attainments and his status in 
life. As Mahatma Gandhi put it: 

On examination I have found it 
(Hinduism) to be the most tole¬ 
rant of all religions known to 
me. Its freedom from dogma 
makes a forcible appeal to me 
inasmuch as it gives the votary 
the largest scope for self-ex¬ 
pression. Not being an exclu¬ 
sive religion, it enables the fo¬ 
llowers of that faith not merely 
to respect all the other religions, 
but it also enables them to ad¬ 
mire and assimilate whatever 
may be good in the other 
faiths. 

... In it there is room for the wor¬ 
ship of all the prophets of the 
world. It is not a missionary re¬ 
ligion in the ordinary sense of 
the term. It has no doubt ab¬ 
sorbed many tribes in its fold, 
but this absorption has been of 
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m evolutionary imperceptible 
character. Hinduism tdls every 
one to worship God according 
to his dwn faith or dharma, and 
so it lives at peace with all the 
religions.® 

There is a text of the Rigveda 4 which 
declares that truth is one, though sages 
call it by different names. 

It is relevant to point out that a read* 
ing of Indian history also suggests that 
the idea of tolerance was not merely 
confined to the books but was a reality 
in the social tradition. Many immigrants 
and invaders came to India through 
the centuries, and since these were of 
the nature of gradual and protracted 
infiltration, they were assimilated into 
the : ooiety, each group retaining its 
own characteristics. Asoka’s inscrip¬ 
tions on his rockpillars highlight the 
prevailing idea of tolerance: “The 
King, beloved of the gods, honours 
every form of religious faith, but con¬ 
siders no gift or honour so much as the 
increase of the substance of religion; 
whereof this is the root: to reverence 
one's faith, and never to revile that <^f 
others. Whoever acts differently injures 
his own religion while he wrongs an¬ 
other’s.” It is also well known that 
there was hardly, up to the tenth cen¬ 
tury A.D., any religious persecution 
worth the name; this suggests that prac¬ 
tice was, in general, in accordance with 
the tradition. It is true that during the 
Muslim period of our history, particu¬ 
larly during the times of Mohammad 
Ghori (1175-1206), Alauddin Khilji 
(1296-1315), and Aurangzeb( 1659-1707), 
there was religious persecution; but the 
tolerant attitude survived to some ex¬ 
tent even during this period of our his¬ 
tory. There arc numerous instances of 
Muslim kings showing a remarkable 
tolerance towards other faiths, the most 
notable of them being Akbar (1556- 
1605), the greatest of the Mughal em¬ 
perors. The rise of communal outlook 
m the first half of this century ending in 
the partition of India and the prevalence 
of untouchability as a custom, notwith¬ 
standing the clear injunctions of the 
Constitution and the law of the land 
to the contrary, warn us that one can 
never be complacent of the strength of 
the tolerant attitude in all the people; 
nevertheless it will be true to say that, 
basically, the tradition of tolerance is a 
part and parcel of the thinking and the 
life of the common people in Tndia. 

The vital question for us to ask is, 
granting that the tradition of tolerance 
is still an active force in the thinking 
and the life of the common man in 
India, how is it of any value for modern 
India in her international relations at the 
present tune? Hie answer, it seems to 
the present writer, has to be looked for 


in two directions, vi*., non-alignment 
and peaceful negotiation. 

The tolerant attitude is one major 
factor in understanding the non-align¬ 
ment policy which India has followed 
since 1946; this has been testified to by 
the Prime Minister himself, 5 in the 
cold-war policies of today India has 
studiously avoided taking sides. The 
pluralistic outlook of the Indian mind 
has made the Indian people react ins¬ 
tinctively against communism and its 
claim to be the sole truth; likewise it 
has prevented them from joining the 
anti-communists and regarding com¬ 
munism in as horrid a way as anti¬ 
communists do. The communist method 
of realizing the aim of an egalitarian so¬ 
ciety, viz. violence, repels them as its 
basis is intolerance though the social 
content of communism — namely, the 
ideal of egalitarianism, sympathy 
for the underdog, economic betterment 

.has some appeal to them. Similarly, 

the bitterness and hatred with which 
communism is regarded in western 
countries is a puzzle to the Indian people 
as such an attitude has also its roots in 
intolerance and an unwillingness to 
learn from other social systems; yet 
India, dearly, shares with the west its 
values of the dignity and freedom o 
the individual, which a true social demo¬ 
cracy alone will help to promote. 

In an atomic age, more than any 
other, war is unprofitable, as there is 
neither victor nor vanquished in mo¬ 
dern war; besides, as both parties to the 
cold war are in possession of the dest¬ 
ructive weapons, perhaps they are like¬ 
ly to seek means of averting war rather 
than forcing one. Military alliances, in 
any case, provoke counter-military 
alliances and international tensions are 
not thereby reduced. In this situation, 
the only practicable way for the Indian 
people is to explore all the possibilities 
of negotiation and actively help in such 
peaceful methods of arriving at a settle¬ 
ment of disputes. 

Impact of Domestic Policy od Foreign 
Policy: Three Illustrations 

The first illustration I should like to 
give is the impact that the Indian Na¬ 
tional movement has had on India’s 
foreign policy. The bearer knows where 
the shoe pinches. Having been a depen¬ 
dent people and having struggled — 
non-violently — for freedom, India 
naturally supported the freedom move¬ 
ments of dependent peoples every¬ 
where — Indonesia, Algeria, Vietnam, 
Morocco etc. The genesis of this aspect 
of India's foreign policy can be traced 
to the resolutions passed by the Indian 
National Congress before 1947. It is 
interesting that when European colonial 
powers — Britain, the Netherlands, 
Belgium, Portugal —* suppressed free¬ 


dom movements in their territories, 
the international aims of the Commu¬ 
nist Party of the Soviet Union were 
defined as being to render support to 
“all the oppressed: to the labour move¬ 
ments in capitalist countries; to colonial 
movements against imperialism and to 
the struggle against national oppression 
in every form.” 

Not only did the nationalist move¬ 
ment support the movements for free¬ 
dom of dependent peoples but it pro¬ 
tested against the British government 
raising Indian troops to suppress those 
freedom movements. The resolution 
of the Indian National Congress held 
at Madras in 1927 is worth citing in 
this connection:-- 

The Congress has noted with 
deep resentment that Indian 
troops have again been used by 
the British government to fur¬ 
ther their imperialist designs in 
China and to hinder and prevent 
the people of China from gaining 
their freedom. The Congress de¬ 
mands that all Indian troops and 
police forces still in China be 
recalled immediately and that 
no Indian shall go to China in 
future as an agent of the British 
government to fight or work 
against the Chinese people, who, 
in the opinion of the Congress, 
are the comrades of the Indian 
people in their joint struggle 
against imperialism. 

The Congress declares that the 
people of India have no quarrel 
with their neighbours and de¬ 
sire to live at peace with them 
and assert their right to deter- 
mi he whether or not they will 
take part in any war,® 

A second illustration is the Govern¬ 
ment of India’s adoption of the secular 
state as basic to its domestic policy. In a 
plural society such as India with some 
12 per cent of its population following 
a religion different from the religion of 
the majority community secularism 
indeed is indicated as the natural policy. 
Our policy towards Pakistan, and in 
particular on the Kashmir issue, has in 
effect been determined by the secular 
character of the Indian slate. Partition 
was advocated and accepted by Pakis¬ 
tani leaders on the basis of a two-nation 
theory, i.e. the Hindus and the Muslims 
were two nations and, therefore, should 
have their separate homelands. Indian 
leaders, while accepting partition sin¬ 
cerely, never approved the two-nation 
theory. They accepted partition on the 
basis of some kind of territorial self- 
determination. “It was perfectly clear,” 
said Nehru, “that it was quite impossible 
to divide it (India) on the basis of sepa- 
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rating religion groups on one side or 
the other. They Overlapped. So it was 
clearly understood that those communi¬ 
ties which became the minority commu¬ 
nities on this side or that must have 
the fullest protection and fullest security 
of their lives; otherwise, the whole 
structure which we had built up collap¬ 
sed 7 .’ ’ A division of the Indian sub¬ 
continent on the basis of religion would 
be impossible if it is realized that India 
has the largest Muslim population in any 
state excepting Pakistan and Indonesia. 
The Kashmir question is essentially a 
consequence of this divergence in the 
interpretation of partition. The bid by 
Pakistan for Kashmir on the basis of the 
two-nation theory could have far-reach¬ 
ing reactionary and undemocratic 
effects. Acceptance of the assumption 
that religion is the basis of citizenship 
and nationality would have the conse¬ 
quence that every Muslim in India and 
every Hindu in Pakistan will be an 
alien. This is not only undemocratic 
but is a repudiation of the secular chara¬ 
cter of the Indian state. The dispute 
continues. 

Our west Asian policy also is clearly 
related to this Israel has been recog¬ 
nized by the Government of India; 
but diplomatic exhanges have been de¬ 
layed, obviously because the govern¬ 
ment cannot afford to displease its large 
Muslim population who are naturally 
pro-Arab. Occasionally some sections 
of the public have displayed a pro- 
Israeli attitude; but the basic premises 
of the Government of India’s foreign 
policy make it difficult for them to 
adopt any other course of action than 
the one now followed. 

A third illustration is best taken from 
our foreign economic policy. India is a 
developing country, with a per capita 
income among the lowest in the world, 
she is also a young democracy which has 
created rising expectations of a decent 
standard of living among its people. 
A bold and imaginative foreign policy 
had to be evolved to attract foreign capi¬ 
tal and know-how to enable India to 
build up the infrastructure for industrial 
development and to develop industries. 
The latest report in the series entitled 
External Assistance issued by the 
Ministry of Finance gives the break-up 
of the aid received in various forms 
from the inception to end of March 
31,1967. (Table 1) 

The Report also .shows that India re¬ 
ceived foreign aid from various count¬ 
ries, international agencies and other 
organizations. Some 22 countries are 
listed in addition to (a) international 
agencies such as the United Nations, 
World Bank and International Develop¬ 
ment Association and (b ) other organi¬ 
sations such as the Ford Foundation and 


the Rockefeller Foundation. The 22 
countries are distributed over all conti¬ 
nents except Africa; they cover aligned 
countries like the USA and the Britain, 
and non-aligned countries like Yugosla¬ 
via; they cover communist countries like 
the USSR and Poland and non-commu¬ 
nist countries like France and Sweden. In 
so far as foreign capital from govern¬ 
ments and international agencies has 
been attracted, the foreign policy on 
this score must be pronounced to be 
successful. In fact a distinguished 
foreign professor, writing on India’s 
foreign policy, comes to the conclusion 
that India is “the recipient of the largest 
quantity of foreign aid in the contem¬ 
porary world.*’ 8 


Table 1 

(Rupees million) 


Authorisa¬ 

tion 

Utilisa¬ 

tion 

1. Loans repay- 
stable in foreign 
currencies 

54416.1 

40320.3 

2. Loans repaya- 
able through ex¬ 
port of goods 

13042.8 

5530.4 

3. Loans repay¬ 
able in rupees 

4883.3 

4443.3 

4. Grant assi¬ 
stance 

6975.3 

6163.0 

Total 

79317.5 

56457.0 


Private foreign capital has also been 
attracted in some measure; the policy 
of the government has been to make 
such attraction possible. The Prime 
Minister’s statement in Parliament on 
April 6,1949 may be cited as evidence: 

In the first place, I would like to 
state the government would ex¬ 
pect all undertakings, Indian or 
foreign to conform to the general 
requirements of their industrial 
policy. As regards existing fo¬ 
reign interests, government do 
not intend to place any restric¬ 
tions or impose any conditions 
which are not applicable to 
similar Indian enterprise. Go¬ 
vernment would also so frame 
their policy as to enable further 
foreign capital to be invested in 
India on terms and conditions 
that are mutually advantageous. 

Secondly, foreign interests would 
be permitted to earn profits, sub¬ 
ject only to regulations common 
to all. We do not foresee any 
difficulty in continuing the exist¬ 
ing facilities for remittance of 
profits, and government have no 
intention to place any restric¬ 
tion on withdrawal of foreign 


capital investments, but remit¬ 
tance facilities would naturally 
depend on foreign exchange 
considerations; if, however, any 
foreign concerns come to be 
compulsorily acquired, govern¬ 
ment would provide reasonable 
facilities for the remittance of 
proceeds. 

Thirdly, if and when foreign en¬ 
terprises are compulsorily acqui¬ 
red, compensation will be paid 
on a fair and equitable basis 
as alreaady nnounced in Gove¬ 
rnment’s statement of policy. 

Impact of Foreign Policy on Domestic 

There is space only for one illustra¬ 
tion on this aspect: India’s debacle in 
relation to China was an eye-opener 
and led to significant changes in domestic 
policy in relation to defence. It will 
be recalled that Prime Minister Nehru 
followed a deliberate policy of culti¬ 
vating friendship with China; even as 
late as October 2, 1962, he said that 
“he had good reasons to believe that the 
Chinese would not take any strong 
action against us.” 9 President Radha- 
krishanan correctly said “our credulity 
and negligence have caused us some ini¬ 
tial reverses”. 10 The defence committee 
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of the Cabinet, which is responsible for 
looking to all problems connected with 
defence, did not have a clear-cut plan 
for defence; the professional advisers 
of the government in the Ministry of 
Defence and in the Services headquar¬ 
ters do not appear to have presented to 
the Defence Committee a long-term 
threat assessment relating to China; 
the modernisation of the army, the navy 
and the air-force was hardly attempted; 
the defence ministers in charge were 
hardly equal to the job; the neccssiary 
financial resources needed for equipping 
the army were not made available; 
defence policy was hardly co-ordinated 
with foreign policy; “the training of 
our troops did not have orientation 
towards operations vis-a-vis the parti¬ 
cular terrain in which the troops had 
to operate”; 11 there was an “overall 
shortage of equipment both for training 
and during operations**, 14 particularly 
suited for mountain warfare; there was 
“lack of adequate prior planning” ; ,a 
the “collection of intelligence in general 
was not satisfactory** 14 as well as the 
proper care had not been paid to the > 
development of power at home because 
of “Credulity**. It is sufficient to say 
that since 1962 according to available 
information, the lesson has been learnt, 
a higher place has been given to military 
power and the weakness in India’s 
military preparedness to defend her 
security_has been made up. According 
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to those who should know, “we have 
gained confidence over the years that 
our military potential is adequate — if 
not to deter war against Pakistan, cer¬ 
tainly to ensure a "favourable outcome 
in the event, even if only marginally”; 15 
and again, “Indian forces have more 
firepower per man than the Chinese, 
and with vastly improved communica¬ 
tions and transportation can move 
quickly to reinforce critical areas. The 
Indian forces deployed toward aie 
much larger than they were in 1962 when 
the Chinese attacked.” 16 

The necessity for an integrated policy, 
domestic and foreign, is clear. A united 
people, well above the poverty line and 
bereft of the baneful influences of caste- 
ism, communalism and regionalism is 
the only sure base for an effective fo¬ 
reign policy. To the extent that our 
top leaders, supported by the people, 
realize the meaning of this statement, 
and bend all their energies to it and 
succeed in their efforts, to that extent 
they will not only improve India’s image 
abroad but will also enhance the role 
of India in world affairs in her national 
interest. The political debris must be 
cleared; sound economic policies which 
stimulate production and equitable dist¬ 
ribution have to be promoted; the social 
fabric must be so developed that ade¬ 
quate opportunities must be provided 
to all to grow and above all the foreign 
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policy evolved must be consistent with 
our internal strength. 
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Constitution 


NEW DELHI, Monday. 

I* the monsoon session of Parliament, 
which ended to-day, shall go down in the 
annals of our nation for the removal of 
the last vestiges of the feudal system 
and the adoption of a patents law that 
may form the basis for the transfer of 
technology to the developing countries, 
it will also be long remembered for the 
undermining of the constitutional and 
democratic means to achieve an end. 

The undermining of the Constitu¬ 
tion, which governs the democratic ret¬ 
up in our country, came when confron¬ 
ted with the failure to get the Consti¬ 
tution (24th Amendment) Bill passed 
in the two Houses with the requisite 
majority, the Prime Minister, Mrs 
Indira Gandhi, requested the President 
to issue an order de-recognising the 
erstwhile rulers of the former princely 
states, thus abolishing their privy purses 
and privileges with immediate effect. 
The above mentioned amendment to the 
Constitution, which aimed at what the 
Presidential order sought to achieve, 
was adopted by the Lok Sabha by 332 
to 154 votes, with two attentions. 
This satisfied the requirements for a 
constitutional amendment which are: 
(f) the amending bill should be adopted 
by at least half of the total strength of 
the House; and (2) it should also be 
adopted by at least two-third of the 
members present and voting, casting 
their votes in favour of the bill. 

Duplicate Voting 

Although it was alleged that some 
Lok Sabha members had registered their 
votes in favour of the bill twice and one 
affirmative vote had been cast for the 
bill on behalf of a member who was not 
present in the House, the Speaker, Mr 
G.S. Dhillon, gave the ruling that the 
bill had been adopted with the requisite 
majority (Mr Dhillon, of course, pro¬ 
mised an inquiry into the matter). 
In the Rajya Sabha, however, the bill 
failed to secure the requisite majority, 
the votes in favour of its adoption being 
149 and those against being 75. The 
Prime Minister, after an emer¬ 
gency meeting of the Cabinet, then 
advised the President to issue an order 
on the consideration that the defeat 
of the bill in the Rajya Sabha was only 
on technical grounds and that the 
government was even otherwise em¬ 
powered to abolish the privy purses 
and the privileges of the former rulers 


EASTERN ECONOMIST 


Undermined! 


of Indian states through an executive 
order. 

As could be expected, those who voted 
against the bill in the two Houses have 
seen in the issuance of this Presidential 
order, an affront to parliamentary 
democracy and an evidence of the dic¬ 
tatorial tendencies on the part of the 
Prime Minister. During the voting 
in the two Houses, the line-up was 
practically identical. Those in favour of 
of the bill included the Congress (R) 
members (except seven former princes 
in this party in the Lower House and 
one in the Upper House), and the 
members belonging to the CPI, the 
CPM, the SSP, the PSP, the DMK, the 
Muslim League, a section of the Bhar- 
tiya Kranti Dal and several indepen¬ 
dents. Those against the bill included 
the members belonging to Congress (O) 
(except two), the Swatantra Party and 
the Jana Sangh, a majority of BKD 
members, the Akali group and several 
independents. 

Need for Compensation 

The Swatantra and the Jana Sangh 
parties were opposed to the bill pri¬ 
marily on the ground that thisamounted 
to going back on contractual obliga¬ 
tions solemnly entered into with the 
erstwhile rulers by the government. 
The Congress (O) subscribed to the 
principle of the bill, but objected to the 
manner in which it had been brought 
before the House. They were of the 
view that the bill ought to have included 
the compensation to be paid to the for¬ 
mer princes. The Prime Minister’s 
assurance that after the adoption of the 
bill, the government would consider 
some payment to the former princes to 
enable them to adjust themselves to the 
new circumstances, failed to satisfy 
the Congress (O) members. 

Interestingly, the Presidential order 
de-recognising the former princes has 
abolished their privy purses and privi¬ 
leges with immediate effect, although 
an amendment moved by the Prime 
Minister herself to the Constitution 
(24th Amendment) Bill had said that 
the measure would take effect from 
October 15. 

The Patents Bill, which had been on 
the anvil for several years and which 
according to the Minister for Indust¬ 
rial Development and Internal Trade, 
Mr Dinesh Singh, is a landmark not 
only in the industrial development 
of our country but also can form the 
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basis for the transfer to technology 
to developing countries such as ours, 
received overwhelming support in 
both the Houses. Only the Swatantra 
party fought valiantly against it. 
The spokesmen of this party argued 
that since enactments already existed 
on the statute book to deal with exhor- 
bitant prices, monopolistic practices 
and for restricting foreign exchange 
expenditure or limiting profits, there 
was no adequate case for the Patents 
Bill. They feared that some of the 
provisions in the bill might discourage 
genuine research. The numerous 
amendments moved by the Swatantra 
members to ensure that subject to rest¬ 
raints, inventors and researchers should 
have proprietory rights over what they 
discovered were all rejected. 

Patents BUI Adopted 

The bill, as adopted by the Lok 
Sabha, with which the Rajya Sabha also 
concurred later oo, differed from the one 
which had emerged from the Joint 
Select Committee, in two material res¬ 
pects. This was as a result of accepting 
by the government two amendments, 
one moved by Mr Shiva Chandra Jha 
(SSP) and the other by Mr Anandad 
Nambiar (CPM). In his amendment. 
Mr Jha has proposed that the rate of 
maximum royalty allowable on patents 
should be reduced from five to four per 
cent. Mr Nambiar's amendment re¬ 
lated to the tenure of patents for foods, 
drugs and medicines. He wanted that 
this tenure should be restricted to five 
years from the date of sealing of patents 
or seven years from the date of filing 
full specifications, whichever period 
was shorter. Mr Jha’s amendment for 
scaling down the payment of royalty 
from five to four per cent obviously 
could not be objected to by the govern¬ 
ment. for the government itself had pro¬ 
posed in the original bill this rate of 
royalty payment; the rate had been en¬ 
hanced by the Joint Select Committee. 
The effect of Mr Nambiar’s amendment 
was merely to synchronise the protec¬ 
tion period for the exploitation of a 
patent for foods, drugs and medicines 
from two different angles, — from the 
date of application for a patent and 
from the date of its sealing. Some mem¬ 
bers of the Rajya Sabha, including a 
spokesman of the Jana Sangh, even 
wanted a lower rate of royalty payment. 
But they could not succeed in their 
attempts. 

Ihe main features of the bill as adop¬ 
ted by the two Houses ore as follows: 

(1) Insecticides, fungicides, pesti¬ 
cides, weedicides, etc., which are gene¬ 
rally known as ’’agricultural chemi¬ 
cals”, have been brought within the 
scope of expression ’’medicines or 
drugs". 

(2) The kinds of inventions which 
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are not patentable have been codified. 

(3) In future, a patent shall be (ranted 
only for the process qf manufacture and 
not for the substance produced. This, 
it is thought, will enable alternative 
and better methods of manufacture to 
be evolved. 

(4) One of the most important pro¬ 
visions made in the Bill, of course, is 
that the grant of patents for foods, 
drugs and medicines under the new act 
shall be subject to certain conditions 
specified in clause 47. Under this clause, 
the government has been empowered to 
import any patented product or set up 
the manufacture of any such product 
without payment of any royalty for its 
own use or for such uses as making 
available of drugs and medicines for 
distribution in dispensaries, hospitals 
and other medical institutions. The 
government has also been empowered to 
direct exploitation of patents on a 
commercial scale, if warranted in public 
interest. Such an exploitation, however, 
wilt be subject to the payment of a rea¬ 
sonable royalty. 

(5) In the case of foods, drugs and 
medicines, the term of patents in futurd 
will be seven years from the date of 
filing of complete specifications of a 
patent or five years from the date of 
sealing, instead of 16 years at present. 
The term of patents in other fields will 
be 14 years, as against the present 16 
years. The term of patents has been 
shortened as it is thought that in the 
present age of technological explosion, 
inventions become obsolete much faster 
than in the past. 

(6) The ceiling on royalty payments 
has been put at four per cent of the ex- 
works sale price in bulk. 

(7) Another important provision 
made in the Bill is that patents for foods, 
medicines and drugs, will be endorsed 
with the words "licences Of right" after 
a period of three years from the date of 
sealing. This wilt enable a person inte¬ 
rested in the exploitation of a patent to 
get licence as of right. Of course, 
royalty will be payable under these li¬ 
cences. This provision has been made 
in view of the imperative need for en¬ 
suring that such essential articles as 
foods, drugs and medicines are readily 
available to public in sufficient quanti¬ 
ties and at reasonable prices and that 
domestic production or development 
in tl ese fields is not hampered by mono¬ 
polistic interests. 

(S) Provision has also been made in 
the bill for the revocation of a patent on 
the grounds of non-working. This is 
intended to induce patentees to take 
prompt steps for working their patents in 
India either by themselves or by li¬ 
censing others for the purpose. 

(9) The appeals against the decisions 
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of the Controller of Patents in all cases 
including compulsory licensing, will 
lie with high courts. The normal judi¬ 
cial processes will be followed for the 
purposes of these appeals.' provision 
has also been made in the bill that every’ 
appeal shall be heard by the high court 
concerned as quickly as possible and 
endeavour will be made to decide on it 
within a period of 12 months from the 
date on which the appeal is filed. 

The main purpose for bringing forth 
this bill, Mr Dinesh Singh stressed, was 
to promote research and invention, 
accelerate industrial growth and prevent 
the exploitation of a monopolistic posi¬ 
tion. He did not agree with the criti¬ 
cism that the new patents law would dis¬ 
courage research. 

Stiff Opposition. 

An important bill seeking to amend 
the criminal law with a view to curbing 
the activities of the Rashtriya Swayaro 
Sevak Sangh and similar other organisa¬ 
tions, however, faced stiff opposition 
in the Lok Sabha even at the introduc¬ 
tion stage. The opposition was not only 
from the rightist sections of the House 
but also from (he leftists, including the 
CPI members. Finding almost the en¬ 
tire opposition critical of the measure, 
the Minister of State for Home Affairs, 
Mr Ram Niwas Mirdha, withdrew the 
bill even though he asserted that it was 
neither politically motivated nor it was 
unconstitutional and anti-democratic. 
The entire opposition expressed appre¬ 
hension that the new provisions sought 
to be made in the criminal law through 
this bill would be used by the govern¬ 
ment to attack opposition parties and 
to take away civil liberties. 

Another vital discussion that took 
place in the Lok Sabha was on the 
erroneous depiction of our territory in 
various maps published outside the 
country. The House took serious note 
of this matter and recommended a ban 
on a)l maps published by foreign count¬ 
ries in which any Indian territory was 
shown as either disputed or in China or 
Pakistan. While making this recom¬ 
mendation, the House, however, re¬ 
jected the motion by Mr Kanwar Lai 
Gupta (JS) which sought to disapprove 
the action of the government in not send¬ 
ing a protest in writing to the Soviet 
Union for showing in the Great Soviet 
Encyclopaedia large chunks of our 
territory as part of China. Instead, a 
substitute motion made by Mr S.M. 
Banerjee (CPI) was adopted. This mo¬ 
tion simply sought to recommend ban 
on all wrong maps of our country pub¬ 
lished by other countries. 

In an important statement made in 
the Lok Sabha by the Prime Minister, 
Mrs Indira Gandhi, and in the Upper 
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House by the Minister of State for Home 
Affairs, Mr K.C. Pant, it was an¬ 
nounced that the government had "in 
principle” accepted the demands for 
statehood for Manipur and Tripura. 
Both the Prime Minister and Mr Pant, 
however, added that it would be some 
time before a bill in this regard was 
drawn up and brought before the 
House. They stressed that due conside¬ 
ration would be given while drawing up 
the proposed bill to a coordinated 
approach to the problems of develop¬ 
ment and security of the north-eastern 
region as a whole. This statement by 
the Prime Minister and her colleague 
evoked demand in both the Houses for 
the grant of statehood for Delhi also. 

The Lok Sabha completed this week 
its deliberations on the annual reports 
of the Commissioner for Scheduled 
Castes and Tribes and the report of the 
Elaya Perumal Committee on Un- 
touchability. This discussion had gone 
on for sevet.il days in the third week of 
August but as interrupted by the other 
pressing business before the House, 
intervening in this debate, the Prime 
Minister pledged the government to the 
cause of Harijan uplift so that the ideal 
of equality could be achieved in the 
country. She, however, emphasised that 
mere governmental action could not 
solve the problem. What was needed 
was a new awakening and "social 
upheaval" through peaceful means. 
Everyone, she said, had to concentrate 
on creating the right atmosphere for a 
change in the tillages and cities; the 
problem was to be treated as a national 
campaign. 

Reservation for Backward Classes 

Earlier, the Minister of State for 
Home Affairs, Mr R.N. Mirdha, re¬ 
vealed in the House that representation 
of backward communities in govern¬ 
ment services was gradually improving. 
The reservation of scheduled castes in 
government services had been increased 
from 12 1/2 to IS per cent and that for 
scheduled tribes from five to 7 1/2 per 
cent. The government, Mr Mirdha 
added, had also given directive to all 
public sector undertakings and statutory 
public sector undertakings and statutory 
bodies for reserving vacancies for sche¬ 
duled castes and tribes. Of the 178 
public sector undertakings and statutory 
bodies, 168 had already agreed to follow 
the government rules and regulations 
in this regard. Mr Mirdha stressed that 
while making reservations for backward 
classes, the government had also to 
ensure that there was some competition 
in securing jobs. The slate governments, 
Mr Mirdha, further stated, had accep¬ 
ted the central government’s suggestion 
that scheduled castes and tribes candi¬ 
dates should be appointed as recruiting 
authorities. 
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WINDOW ON THE WORLD 

India’s Quarreling Neighbours 

-OSSLEYN HENNESSY 


I 

THE USSR AND COMECON 
SATELLITES 

LONDON: 

No country has a greater interest than 
India in peace among her neighbours, 
but so greatly have modern transport 
and communications reduced distances 
that among India's neighbours today 
must be included the USSR, China, 
and the countries of the middle east. 
Since the relations of these countries 
with each other, with the UK and the 
USA must have repercussions on 
India, ! outline the “state of play" 
at the time of writing. Diplomatic 
events move, however, so fast by air 
and by teleprinter that some of the 
details may have changed by the time 
that my report reaches you, but the 
fundamentals will be unaltered. 

Czechoslovakia 

If the Russians have not yet set the 
final seal on the re-subjugation of 
Czechoslovakia, they are close to it. 
Since their invasion in August 1968, 
their persistent pressure has eliminated 
those who were the leaders of the 
republic during the brief period begin¬ 
ning in January 1968, when it was 
possible to foresee a country in which 
there might come into existence a 
communism “with a human face". 
The degradations and dismissals have 
become personified in Mr Dubcek. 
former secretary of the party and leader 
of the nation, compelled to resign in 
April 1969, exiled, recalled, then sus¬ 
pended and more recently expelled from 
the Communist Party and Parliament. 
At the time of writing he. lingers in a 
political limbo while the Soviets cal¬ 
culate the balance of advantage in sub¬ 
jecting him to a political trial. As a 
nation, the Czechoslovaks have been 
compelled to sign a treaty of ‘friend¬ 
ship' with the USSR, which (I) is to 
last for 20 years, (2) enshrines the Bre¬ 
zhnev doctrine of the limited sovereignty 
of the Soviet satellites, and (3) commits 
Czechoslovakia to fight Soviet wars 
anywhere. Article 10 reads: 

“Each signatory pledges itself to 
consider any armed attack against the 
other, by any state of group of states, 
as an attack directed against itself and 


to supply to it without delay all neces¬ 
sary aid including military aid". 

This means that Czechoslovakia, in 
addition to its European obligations 
under the Warsaw Pact (which it has 
never sought to deny or evade) is com¬ 
mitted to support the USSR in any 
possible conflict with China. 

This new treaty, ratified in both 
Prague and Moscow on June 1, was 
the logical culmination of the con¬ 
tinued Soviet pressure on Czechoslo¬ 
vakia of which an important stage had 
been the official visit of Czechoslovak 
leaders to Moscow in October 1969. 
In a statement issued after that meeting 
the two countries declared that they 
would sign a new treaty on the twenty- 
fifth anniversary of Czechoslovak li¬ 
beration from Nazi occupation in May 
1945. The statement included what the 
Soviets had been seeking without 
success since August 1968, namely a 
declaration by the Czechoslovak 
government that it was glad to have 
had the Soviet troops occupy their 
country: 

“The Czechoslovak Delegation 
assesses the action of the five fraternal 
socialist countries in the crucial August 
days of 1968 as an act of international¬ 
ist solidarity which helped to block the 
way to anti-socialist counter-revolu¬ 
tionary forces.” 

Condemnation by the UN 

This refers, although you might not at 
first recognise it, to the same action 
which, when it took place, aroused the 
unanimous resistance of the Czech 
people and which the Czech government 
declared at the time “happened with¬ 
out the knowledge of the President of 
the Republic, the Chairman of the 
National Assembly, the Prime Minis¬ 
ter. and the First Secretary of the Com¬ 
munist Party’s Central Committee;” 
which the Secretary General of the 
United Nations condemned as “yet 
another blow to the concepts of inter¬ 
national order and morality:” and 
which was condemned by govern¬ 
ments, peoples and communist parties 
all over the world. As, for example, 
Tanzania complained, it betrayed all 
the principles of self-determination and 
national sovereignty which the USSR 
and her satellites had always claimed to 
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uphold, and was as well a contravention 
of the UN Charter. In the UN, the 
Soviets vetoed any condemnation of their 
behaviour and so turned the heat on- 
in Prague that the Czechs themselves 
asked for discussion to be discon¬ 
tinued and the item removed from the 
agenda. 

So Czechoslovakia is now under 
Soviet control. Indeed under tee 
Soviet Union’s pressure, the Czech 
government has become more subser¬ 
vient than other countries of the eas¬ 
tern bloc, and in outward government 
attitude Czechoslovakia is now a model 
satellite. The Brezhnev doctrine and 
the political unity vis-a-vis the outside 
world seem to be for the time being 
established. 

Romania 

Moving on from Czechoslovakia, the 
Soviets have at last signed with Ru¬ 
mania the treaty of “friendship, co¬ 
operation and mutual assistance, 
which has been lingering in draft for the 
past two years. That the Soviets have 
here settled for less than they had 
hoped for is clear. The notable absence 
of Mr Brezhnev from the ceremony of 
signature of the treaty at Bucharest on 
July 7 is one indication. Another is 
the text of the treaty itself, which al¬ 
though similar to the Russo-Czech 
treaty, significantly does not include an 
assertion of the Brezhnev doctrine of 
limited sovereignty. All that Bucha¬ 
rest is required to do is to “consult” 
with Moscow on international ques¬ 
tions “with the object of bringing 
their positions into accord.” By con¬ 
trast, the Soviet-Czech treaty provides 
for the two countries to “take the 
necessary measures for the defence of 
the socialist gains of the peoples, the 
security and independence of the two 
countries” and to “act from the basis 
of common position” on international 
questions. 

In military matters, while the treaty 
includes clause apparently similar to 
that in the Czech treaty covering in 
principle the possibility of Rumanian 
involvement in any war in which the 
Soviet Union may become involved, 
including one outside Europe, e.g. 
with China, the obligation is not clear- 
cut because the preamble to the treaty 
only makes a specific reference, to de¬ 
fence against “the menace of NATO”. 

At the ceremony of signature Mr 
Kosygin, the Soviet Prime Minister, 
declared that the new 20-years treaty 
“solemnly confirmed the obligations 
undertaken by Rumania within the 
framework of the Warsaw Pact and 
COMECON.” In both these fields, 
he said, the process of integration based 
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on voluntary participation would 
benefit one and all. It is, however, 
noteworthy that the |Lumanians con¬ 
tinue to be recalcitrant in this new 
field to which the Soviets are now devo¬ 
ting particular attention and trying to 
impose their domination, namely the 
economic integration of eastern Europe. 

Mutual Economic Assistance 

This body, also known as COME¬ 
CON and CMEA, is composed of the 
USSR, the eastern European countries 
and Mongolia. Yugoslavia is not a 
full but an “associate member.” 
COMECON was originally established 
as a rejoinder to the Marshall Aid plan 
of 1948/49 just as the Russian estab¬ 
lishment of the Warsaw Pact was a 
counterpart to NATO. To begin with, 
under Stalin, it was a simple instrument 
of Soviet economic domination. But 
in the middle 1950s it developed closer 
to a more genuinely co-operative tra¬ 
ding mechanism, acquiring the appear¬ 
ance of a counterpart to the European 
Economic Community and to EFTA, 
although in fact it has never reached the 
same degree of integration and is not 
an organisation that even begins 
to be supra-national. Since each of the 
satellite countries continues to strive 
to develop its own industries, COM¬ 
ECON’s object—to create a system of 
‘socialist division of Labour’—remains 
unattainable. 

The difficulties in operating the 
COMECON system arc obvious: the 
restricted trade possible in an inward 
looking and unbalanced community 
as compared with the richer prizes 
available in exchanges with the outside 
world; the lack of a real pricing system 
by which to measure efficiency or the 
terms of trade; the inconvertibility of 
the rouble with world currency 
(though there is a transferable rouble 
used as a unit of account within 
COMECON); and that the Soviet 
Union plays, to some extent, the part 
of an undeveloped country exporting 
primary products to East Germany and 
Czechoslovakia in return for manu¬ 
factures. The truth is that only the 
Soviet Union really has a special in¬ 
terest in tightening the links between 
the COMECON countries. The other 
countries want to expand their trade 
with each other and even more with the 
outside world. Even among them¬ 
selves satellites have different interests. 
A “socialist division of labour* has 
certain unacceptable consequences for 
individual countries. Rumania does 
not want to continue to be the supplier 
of raw materials while, for example, 
Czechoslovakia concentrates on manu¬ 
factures. 

At a meeting of COMECON, 


held in Warsaw last May, the USSR 
continued to press for integration with¬ 
out much success. Rumania conti¬ 
nued the odd man out. One result of 
the meeting was the establishment of an 
International Investment Bank to sup¬ 
plement the work of the existing COM¬ 
ECON Bank by granting credits for 
undertakings covering more than one 
member country, Rumania’s refusal 
to be a party to the agreement (signed 
on July 10) was due to the Bank’s 
investment objectives and intended 
method of operation by which certain 
decisions will be taken by a two-thirds 
majority. Even though Rumania 
badly needs capital she will not accept 
a system based on supra-national assess¬ 
ment of her needs. She has always 
opposed the eftiablishment of supra¬ 
national communist bodies working 
by majority vote instead of by unani¬ 
mous vote. 

Recalcitrant Rumania 

Rumania’s recalcitrance earned her 
President, Mr Ceauccscu. a summons to 
Moscow on May 18 and 19, which was 
followed by Soviet visits to Bucharest. 
But nothing has emerged to suggest that 
this Soviet pressure has disturbed 
Rumanian composure, and the Russians 
eventually signed the new treaty of 
friendship with Rumania despite their 
displeasure at Rumania’s attitude to 
COMECON. 

There is, however, little doubt that 
Soviet policy is moving towards grea¬ 
ter insistence on economic integration 
within her empire. Both the Soviet- 
Czechoslovak treaty, signed in Prague 
on May 6 and the Soviet-Rumanian 
treaty, call specifically in Article 2 for 
greater economic integration within the 
framework of COMECON. This 
does not necessarily mean that, even in 
Czechoslovakia, the USSR will have 
things all its own way, even in the long 
run. The real economic needs and 
pressures of COMECON countries 
provide solid bases for nationalist 
stands against excessive demands from 
Moscow. Besides Rumania, other 
satellites are seeking to expand their 
contacts with the outside world, to 
develop their own industries and to take 
economic decisions in the light of their 
own national interests. Short of 
physical force and occupation, there are 
limits beyond which the Soviets, as 
they are discovering, find it difficult to 
go in harnessing the economies of the 
satellites to their own. 

U 

SOVIETS, ARABS AND JEWS* IN 
THE MIDDLE EAST 

The conflict between the Arab states 
and Israel and the continuing dashes 
on land and in the air have taken a new 


significance as the depth of Soviet in¬ 
volvement and of the threat to the Wes¬ 
tern position in the Middle East and 
the Mediterranean represented by Soviet 
military strength in Egypt is inerca-* 
singly appreciated. It is cleat; that the 
strategic balance in the eastern Mxlt- 
terrancan has been changed. The 
Soviet fleet in the Mediterranean, 
although it cannot by itself match the 
United States Sixth Fleet, can now be 
covered by aircraft operating from 
Soviet-organised and defended land 
bases. There are estimated to be 12,000 
or more Soviet troops, technicians and 
advisors in Egypt to help with the air 
defences and other military installa¬ 
tions. 

The British Foreign Affairs Debate 

Speaking in the House of Com¬ 
mons on July 6, Sir Alec Douglas 
Home, the British Secretary of Stale 
for Foreign and Commonwealth 
Affairs, recalled a speech made by 
1 he Labour Deputy Premier, Mr George 
Brown, “in the early days of the last 
Parliament. He was speaking of the 
Soviet plans in the Mediterranean and 
in Arabia. He told the House how, in 
his view, it is possible that in this key 
strategic area the whole balance of 
power in the world might be changed. 

“1 will not over-paint the picture, 
but one international waterway that is 
immensely important not only to 
Europe but to Asian and African coun¬ 
tries. the Suez Canal, has been closed. 

“In the Mediterranean there is avery 
significant Soviet naval presence. It 
is not going too far to say that the poli¬ 
cies of Egypt and Syria arc today largely 
controlled by the Soviet Union. There 
is a very strong influence in Somalia, 
and not only the Soviets but the Chinese 
are active in these areas stretching fairly 
far down the east coast of Africa. 

“At present the Soviet Union is 
is active in Aden. It is quite certain 
that, as soon as the Suez Canal is open, 
Aden will be available for all the naval 
facilities that the Soviet Union will 
require, and one must remember that 
the Soviet Union has this large subma¬ 
rine fleet and amphibious helicopter¬ 
carrying craft.” 

Later Sir Alec Douglas Home said: 
“The question which seems to me the 
greatest threat to the world is the war 
in the middle cast.” 

It was against this background that 
on June 25, the.US Secretary of State, 
Mr William Rogers, announced that the 
USA had undertaken a political initia¬ 
tive “to encourage the Arabs and Israelis 
to stop the shooting and start talking.” 
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The details of the US plan include ee$* 
sation ojj| hostilities for at least three 
months and negotiations through Dr 
Jarring on the basis of pledges from the 
countries concerned that they will be 
willing to carry out the UN Resolution 
of November 1967- This would include 
Arab recognition of Israel’s secure exis¬ 
tence within specified frontiers and an 
Israeli undertaking to withdraw from the 
occupied territories. 

While Mr Rogers and the State 
Department were studiously moderate 
in their approach to the problem on the 
basis of the new initiative, President 
Nixon and his advisors in the White 
House have used more forthright lan¬ 
guage. The President in a television 
broadcast on July 1, and through his 
officials, has made it dear that he consi¬ 
ders the middle east to Ik potentially 
more dangerous than fndo-China. 

The American Initiative 

Dr Kissinger, the President's National 
Security advisor, compared the present 
situation in the middle cast with that 
of the Balkans before the World War I: 
each local side was allied with, or to 
some extent not fully under the control 
of. its patron • 

“This brings about a situation which 
can result in confrontation between the 
great powers, which those powers did 
not necessarily want but when once in 
train is very difficult to arrest... That 
is what produced World War 1. In a 
way that is what happened in 1967. 
Probably the Soviet Union did some 
mischief in 1967, but it never intended 
a war. If they now get similarly out of 
control through a similar series of mis¬ 
understandings, the consequences could 
be more serious. That is why the United 
States has felt that we must try to bring 
out more settled conditions in the middle 
cast.” 

Dr Kissinger said that no settlement 
was possible which could make both 
sides happy. It was not that right con¬ 
fronted wrong. First, the Israel dilemma 
was that with a population of 2t million 
it was surrounded by 80 million people 
of varying hostility. Israel had managed 
to survive because of the superior qua¬ 
lity of its trained manpower but this 
was an illusive asset. Dr Kissinger 
added : 

“I am frank to say, wc did not 
count—no one counted—on the fact 
that the Soviet would inject their own 
combat manpower into this area and 
therefore, literally from one month to- 
the other, change that side of the equa¬ 
tion. 

“Now that portion of Egypt that is 
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covered by the Soviet Air Force is taken 
care of, the Israel problem now is this: 

or 3 million people cannot possibly 
hold off 80 million people unless they 
are militarily superior/" 

Dr Kissinger said that the Arabs 
could not accept that the Israelis should 
be militarily superior. The United States 
was trying to achieve a balance to give 
the Israelis enough sense of military 
security so that they would not strike 
out and try to settle things in a panic. 
The Arabs should be given enough 
sense of dignity not to feel that they 
w ere at the mercy of Israel. 

President Nasser began a visit to 
Moscow on June 29. His original pur¬ 
pose was the supply of Soviet aircraft, 
missiles and other arms which he felt 
he needed to keep up the pressure on 
Israel in the canal zone, but he prolong¬ 
ed his visit until July 19 in order to 
discuss (1) the prospects of a political 
settlement which had improved with the 
American initiative and (2) new sugges¬ 
tions which the Soviets had made in the 
Four-Power talks in New York. U 
Thant, Secretary General of the UN, 
at a press conference in Geneva on July 
7, said that the Soviet proposals con¬ 
tained “interesting and concrete ele¬ 
ments," some of which could be describ¬ 
ed as new. While refusing to answer 
questions on the installations of Soviet 
anti-aircraft missiles on the western 
bank of the Suez Canal, U Thant 
distinguished “from a UN point of 
view” between purely offensive and 
purely defensive weapons. He ended 
with a clear statement about the UNO’s 
responsibility to maintain peace and 
security in the Middle East: 

UN Responsibility 

“If the four permanent Security 
Council members agree on the basic 
issues of the middle east problem, that 
will facilitate the task of the Security 
council in adopting realistic resolutions 
whereby the UN should station a peace¬ 
keeping force which could not be with¬ 
drawn immediately—unlike the case of 
1967" 

The Israeli reaction to the American 
and Soviet moves has been one of alarm 
and the “hawks" in the Cabinet seem 
determined to maintain their hard 
line. Mrs Meir, the Prime Minister, 
had earlier rejected the idea of a three 
month cease fire along the Suez Canal 
on the grounds that this would merely 
give the Egyptians a breathing space in 
which to prepare a further round of 
attacks. On the other hand, she no 
longer appears to insist on direct nego¬ 
tiations with the Ambs as the necessary 
way to a settlement as she has in the 
past. She has also asserted in recent 
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weeks that Israel does accept the Secu¬ 
rity Council resolution of November 
1967, its the basis for negotiations. ’ 

An unilluminating communique issu¬ 
ed after President Nassef’s departure 
from Moscow did at least repeat the 
desire for a political settlement of the 
conflict. 

On July 24, President Nasser an¬ 
nounced from Cairo his acceptance of 
the American proposals. Jordan follow¬ 
ed with some reservations. Syria and 
Iraq and the Palestine guerrilla organi¬ 
sations, however, rejected them. At the 
time of writing Israel had not made a 
formal reply, though she was expected 
to offer qualified acceptance. 

The British Position 

In the House of Commons on July 2, 
Mr Edward Heath, the Prime Minister 
said : “There is the same need for 
stability in the middle east. There is the 
same British interest in the middle east, 
particularly because of our long con¬ 
nections with the Arab world, and our 
desire to see Israel living safely within 
secure frontiers, and wc shall do our best 
to this end through the four-power talks 
and in any way which is available." 

During the period of the Labour 
government, Sir Alec Douglas-Home 
consistently Urged that Britain should 
play a more constructive part in seeking 
a solution and emphasised the need to 
clothe the 1967 Resolution with more 
detail. Now, as Foreign Secretary, he 
said in the House of Commons on 
July 6, after describing the middle east 
situation as the greatest threat to the 
world at the present moment: 

“If the balance of strength in the 
middle east is seriously tipped towards 
one side or the other, that seems the 
surest recipe for war. The right answer 
to this dispute is clearly direct negotia¬ 
tion between Israel and the Arab 
countries concerned; but that, for one 
reason or another has been refused. 



If we were to publish Gnat Indian Encydo- 
i how wonid yon dttlnmto the Mysore— 
t hordes? 



The moat profitable procedure for the 
moment is that Dr Jarring should pro¬ 
ceed to the various countries concerned 
in this trouble, armed, as far as he can 
be, with new instructions from the Four 
Powers and, travelling between the 
countries, he might find a basis for a 
meeting. 

"I have never concealed the view that. 


EASTERN ECONOMIST . 

probably before either side wfll agree to 
a meeting, more flesh will have to be put 
on the rather bare bones of the propo¬ 
sals which Dr Jarring is carrying around 
with him. But in this search for peace 
in the middle vast, which is easily the 
most urgent nutter before any govern¬ 
ment today. Britain will play her full 
diplomatic part in finding a basis lot 
agreement. 
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imposes additional economic and other 
costs on the recipient country and may* 
in the long run, injure tj» donor count¬ 
ry itself by bolstering inefficient supp¬ 
liers. Even tied aid ip kind — such as 
the giving away of food surpluses — is 
open to such criticism since the reci¬ 
pient might have bought nvire cheaply 
elsewhere with the help of an untied 
gift. 


Aid Strategy for the ‘Seventies’ 

DEREK PAYTON-SMITH 


The quality and effectiveness of aid 
flows, as well as the volume of conces¬ 
sionary transfers of economic resources 
to developing countries, will come under 
scrutiny by ministers and top officials 
of the leading non-communist donor 
nations when they assemble in Tokyo 
on September 14 to attend the annual 
high-level meeting of the Development 
Assistance Committee of the Organisa¬ 
tion for Economic Co-operation and 
Development (OECD). 

This will be the last big get-together of 
donors before the United Nations laun- . 
ches its second Development Decade this 
October on the basis of an aid strategy 
for the ‘seventies’ drawn up by a 67- 
nation preparatory committee. 

As far as the volume of flows is con¬ 
cerned, the Development Assistance 
Committee (DAC) in Tokyo can look 
back on a quite impressive record in 
the ‘sixties’. Between 1960 and 1968 the 
annual flow of development finance, 
net of capital repayments, from DAC 
members climbed from some $8,000 
million to more than $13,000 million. 

Increase in British Aid 

In 1969 it should be larger stiff 
Britain, for instance, whose aid effort 
was under severe balance-of-payments 
constraint between 1966 and 1968, has 
now reported a 40 per cent rise in her 
total net contribution to overseas deve¬ 
lopment last year, bringing her back 
very close to the one per cent of gross 
national product now adopted as a tar¬ 
get by donor nations as a convenient 
means of ensuring that low-income 
countries benefit automatically from the 
economic upthrust of the richer na¬ 
tions. 

In Paris last May, OECD Ministers 
said that they intended to increase their 
aid flows and asked the Development 
Assistance Committee to discuss this in 
the context of the strategy for the second 
Development Decade. They also re¬ 
cognised a need to soften the terms and 
conditions of “official” aid flows — 
that is, the transfers by donor govern¬ 


ments under publicity financed bilateral 
aid programmes as distinct from private 
finance supplied through investment or 
* in the form of export credits. Such 
public flows account for nnre than half 
of the total net of resources by DAC 
numbers. 

Interest-Free loans 

A major problem, highlighted by the 
Development Assistance Committee 
itself as long ago as 1965, has been the 
burden of debt service on developing 
countries. Amortisation and interest 
payments by low-income countries have 
risen from $2,300 million in 1961 to 
more than $4,000 million in 1968, 
when they swallowed up more than 25 
per cent of the export earnings of some 
developing countries. 

In response to a DAC resolution, 
some donors cased the terms on which 
they provided official finance for de¬ 
velopment. Thus, Britain began making 
development loans free of interest to 
the lowest-income countries and giving 
interest waivers on other loans. By 
1968, more than 90 per cent of British 
official aid disbursements was in the 
form of interest-free loans or outright 
grants, and 81 per cent of loan commit¬ 
ments entered into last year were inte¬ 
rest-free. 

Despite this, between 1964 and 1968 
there was a rise in the average interest 
rate charged on development loans by 
DAC countries. The result, as the Pear¬ 
son Commission remarked last year in 
its exhaustive study of the consequen¬ 
ces of 20 year.% of development assis¬ 
tance, is that the lenders on softer terms 
are in effect financing the payments of 
interest to the harder-term lenders, 
which is neither lair nor sensible. 

Another development of the ‘sixties', 
roundly condemned by ail international 
aid bodies, is the provision of conces-* 
sionary finance by donors on condition 
that it is spent in the donor country 
and, in extreme cases, on particular 
products of that country. This “aid 
tying”* and especially “double tying". 


The DAC has been working to re¬ 
duce or minimise the effects of aid 
tying since 1965. but with little success. 
Its statistics show that 56 per cent of 
gross official disbursements by DAC 
members in l%8 was tied through for- 
mil provisions —* quite apart from in¬ 
formal tying arrangements and exclud¬ 
ing spending on technical assistance, 
which is, by its nature, tied* 

Donors who did not supply food aid 
in kind showed a lower percentage than 
this. For Britain, for example,, the 
comparable figure was only 36 per cent. 

Spurred or by the approach of the 
second Development Decade, OECD 
Ministers last May placed this problem 
on the agenda for Tokyo. There is 
now at least a prospect of general agree¬ 
ment on moving towards the abandon¬ 
ment of aid tying practices. And there 
could also be progress in untying aid 
provided through multilateral agencies. 

Private flows 

A disadvantage of publicly financed 
aid flows is that they are, directly or 
indirectly, subjeer to the pressures of 
public opinion in the donor countries. 
But at present, and in the immediate 
years ahead, they have a vital role to 
play, notably for investment in infrast¬ 
ructure projects especially in the count¬ 
ries least endowed by nature. The 
Pearson Commission suggested that, 
in the longer term, bilateral aid pro¬ 
grammes may become obsolete, with 
the demand for development finance 
being met from private flows. It en¬ 
dorsed such a project, stressing the 
role of corporate investment which, 
"dollar for dollar, may be more effec¬ 
tive than official aid because it is more 
closely linked to the management and 
technology which industrial ventures 
require." 

Encouragingly, after a period of 
stagnation in the early ‘sixties', private 
capital flows have picked up notably in 
recent years. Between 1965 and 1968, 
net flows of direct and bilateral port¬ 
folio capital from DAC members to 
developing countries exceeded $3,000 
million a year, compared with little 
more than $2,000 million a year in the 
five years I960 to 1964. 

Year-to-year fluctuations are common, 
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but it is noteworthy that British aided countries rose by £76 million 
aid figure's now available for 1969 show Si82 million) last year to a net flow of 
that net private British investment in £1S6 million ($374 million). 


W. German Industry Turns East 


After the successful conclusion of the 
non-aggression treaty between Moscow 
and Bonn, significant negotiations on 
economic cooperation between the 
two countries arc likely to be taken up 
during the second half of September. 
While Bonn’s Economics Minister Karl 
Schiller and Science Minister Hans 
Leussink are expected to travel to the 
USSR, W. German industries are pre¬ 
paring to receive a high-level Soviet 
delegation. 

The first round of discussions most 
likely will concentrate on a giant truck 
factory, which the Soviet Union has 
invited Stuttgart-based Daimler Benz 
AG to build about 600 miles east of 
Moscow. According to existing plans, 
the new project will have an annual 
capacity of 150,000 heavy duty trucks 
(with a capcity of 10 to 20 tons) and 
will cost approximately 4,000 million 
D-marks (Rs 800 crores). After negotia¬ 
tions with Ford of America had failed, 
Moscow invited the management of 
Daimler Benz, famous manufeturers of 
Mercedes passenger c$rs, trucks and 
buses, to visit the Soviet Union. 

Increased German Aid 

The new truck factory will be the 
largest in the world. While the Soviet 
government will be in overall charge, 
it has offered Daimler Benz to take up 
the entire technical responsibility, in¬ 
cluding issue of tenders and planning of 
production. Supplies of the German firm 
will comprise heavy equipment, licens¬ 
es and know-how. It is expected that an 
international consortium will be formed 
under the leadership of Daimler-Benz, 

It will include the Italian Fiat-group 
(which already has supplied and erected 
a large plant for passenger cars at 
Togliattigrad), Renault of France and 
DAF of Netherlands. The Soviet Union 
expects the Federal Republic to supply 
about half of the total investment, 
credits and equipment to the tune 
of 2,000 million D-marks (Rs 400 
crores). Whether this sizable credit 
will be financed by Bonn government 
or by private German banks has yet to 
be decided. 

During his recent talks with W. 
German Chancellor Willy Brandt, 
Soviet Premier Kosygin is reported to 
have invited Bonn to participate in the 


new Soviet five-year Plan and offered 
an agreement stretching over 20 years on 
technical and economic co-operation. 
The Soviet Union, Mr Kosygin said, 
had large untapped resources of non- 
ferrous metals, coals, natural gas and 
timber, and German collaboration 
would be welcome in exploiting this 
natural wealth. 

Bridging the Gap 

What Moscow above all wants from 
Bonn are large industrial units and 
manufacturing plants which incorpo¬ 
rate the latest technical know-how. 
Independent observers feel that with 
W. Germin economic, financial and 
technical assistance, Russia wants to 
overcome her economic problems and 
bridge the know-how-gap to the west. 
Furthermore, the USSR through her 
contacts with Bonn will try to improve 
her relations with the EEC market. 

While it is agreed that a number 
of difficult questions would have to 
be sorted out before it comes to that, 
W. German industrialists regard future 
collaboration with W. Germany’s 
largest European neighbour with opti¬ 
mism. Mr Bcrthold Beitz, Chairman of 
the supervisory board of Fried Krupp, 
Essen, said in a recent interview: “The 
Soviet Union is a first class trade part¬ 
ner. She rigidly sticks to contracts and 
pays according to schedule”. The large 
Krupp combine is considered a pioneer 
in developing German trade with 
Russia. 

“Very impressed” with their recent 
visit to Russia were also the managers 
of Daimler Benz. They reported a high 
standard of Soviet engineering and tech¬ 
nical know-how and stated that in terms 
of capacity, the Soviet Unoion was 
already the largest producer of trucks 
in Europe. 

First to benefit from increasing eco¬ 
nomic co-opcration between the two 
countries are W. Germany’s producers 
of heavy equipment, machinery and 
steel. But the Soviet Union is also 
planning to considerably expand her 
chemical industries in the near future, 
again with German collaboration. In a 
few weeks BASF of Ludwigshafen will 
start erection of 80 million D-marks 
(Rs 160 million) plant for synthetic 
fibres near Sewerodonezk. Friedrich 
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Uhde. part of the Hoechst group, has 
already supplied fertilizer plants m 1967 
and 1969, while Linde AG is negotiating 
several petrochemical projects . Govern¬ 
ment-owned Salzgitter AG over the last 
ten years have delivered four large 
chemical plants and are expecting new 
orders to come in soon. 


Apart from steel, machinery and che¬ 
micals, the Soviet Union has also 
shown interest for W. German motor¬ 
cycles. “You hre producing the best 
motorcycles in the world”, a board 
member of Munich-based BMW was 
recently told by visiting Russian guests. 
BMW, one of the oldest and most re¬ 
puted manufacturers in Germany, would 
be willing to erect an efficient and large 
motorcycle plant in the USSR. 

The biggest problem yet to be solved 
is the financial part. Already last year, 
th$ Soviet Union bought more than it 
sold to Bonn; the trade balance was 
with 276 million D-marks (Rs 552 
million) in W. Germany’s favour. 
Russia’s exports consisted mainly of 
raw materials, while Soviet consumer 
goods still have to find a market in 
Germany, The pipeline deal con¬ 
cluded between the two countries in 
February of this year, could serve as a 
model for future projects. 

Big German Credit 

Under this deal, W. German steel 
firms Mannesmann and Thyssen are 
supplying pipes worth more than 1,000 
million D-marks (Rs 200 crores) to the 
Soviet Union under a credit scheme 
arranged for by private German banks. 
Moscow in return delivers natural gas 
to Germany. Similar arrangements in¬ 
volving long-term credits will have to be 
made for projects now in the planning 
stage. Reports that Bonn was willing to 
back up a credit of 1,000 million D- 
raarks for the proposed truck plant, 
have not been confirmed yet. Similarly, 
Bonn so far denied rumours that it was 
planning to extend a credit of 30,000 
million D-marks (Rs 6,000 crores) to 
the Soviet Union over a period of ten 
years. 
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SOME DAYS ago the President, Mr 
V.V. Giri, addressing a conference of 
engineering graduates in Madras, ad¬ 
vised them to work in their own count¬ 
ry for the good of its people instead of 
looking for employment opportunities 
abroad. A few days earlier, the press, 
reporting on the wedding of one of Mr 
Gin’s grand-daughters (which inciden¬ 
tally, was solemnised in the Ashoka 
Hall of Rashtrapati Bhavan), had men¬ 
tioned that the bridegroom was an en¬ 
gineer working in the United States and 
that he would shortly be returning to 
that country with his bride. 

* * 

As soon as Dr Karan Singh had 
finished speaking on the Constitution 
Amendment Bill in the Lok Sabha, 
quite a few of his colleagues or other 
Members of Parliament rushed to his 
seat to offer him their congratulation^ 
on a fine and moving performance. 
The Minister for Information and 
Broadcasting went one step further than 
the rest of these admirers. Not content 
with verbal felicitations, he kissed a 
blushing Dr Karan Singh squarely on 
the cheek. The fervour with which he 
did so suggested that Mr Satyanarayan 

Sinha was only waiting for a pretext. 

* * 

If the chairman of the Rajya Sabha 
went through an hour or more of 
agony on the afternoon of Saturday, 
September 5, it was because he could 
not help it. Here was a thoroughly 
honest man forced to wonder what to 
do. Arithmetic, however, is an exacting 
as well as a jealous mistress and more 
intractable, fortunately, than the most 
self-willed of prime ministers! 

* * 

Contrary to popular belief, princes 
are not spendthrifts as a class. One 
colleague ruefully said to me the 
other day that he found himself having 
to stand lunch to quite a few princes 
and their families in the Central Hall 
of Parliament last week. One of the 
commonest observations heard in the 
Central Hall, when the Privy Purse Bill 
was being debated in one or the other 
of the two Houses, was the remark 
made, half in fun, that in contrast to 
the ruling party, the princes seemed re¬ 
solved to play it cheap. 

* # 

Mr Karunanidhi’s statement, made 
to a Journalist in the capital some time 
ago, on the Jana Sangh and the Brah¬ 
mins of Tamil Nadu (about which I 
bad something to say in this column 
last week) was, I learn, a deliberate 
political act. It was, in fact, in pre¬ 


planned response to a question planted 
on one of the journalists present on the 
occasion. * * 

The banner with the dog, which was 
sported as the ‘town flag’ in a public 
place at Rajapalayamin Ramnad dist¬ 
rict in Tamil Nadu recently by some 
persons with a keen sense of political 
humour, was, quite obviously, a parody 
on a parody. This prank was intended, 
undoubtedly, to carry to its re- 
duetto ad absurdum the proposal of the 
Chief Minister of Tamil Nadu to fabri¬ 
cate for the state what he would call a 
‘flag’ and Mrs Gandhi a ‘standard.’ 
While Mr Karunanidhi’s design seeks 
to incorporate the sign of the national 
flag and the state emblem on the same 
piece of cloth, the humorists of Raja- 
palayam, not wishing to waste space 
would add to this imagery the picture of 
a hound. Their choice of this particular 
animal has been dictated by the fact that 
Rajapalayam is famous for its special 
breed of hounds. I notice that Mr 
Karunanidhi has violently objected to 
this amplification of his concept. But 
I must say that, if there is to be any 
protest at all against the banner hoisted 
at Rajapalayam, this could, in fairness, 
come only from the Rajapalayam 
hounds, individually or collectively. 
This animal is as noble a breed of 
canine as is to be found anywhere in 
the world and is therefore entitled to 
take offence at any attempt that may be 
made to reduce it to a pawn in the politi¬ 
cal game as it is now being played. 

# * 

Incidentally, it is some weeks since 
Mr Karunanidhi’s project for a state 
flag or his party’s scheme for reconst¬ 
ructing the state ministiy was first 
mentioned in the press. If The Hindu 
has editorially commented on these 
developments, 1 have missed the rele¬ 
vant writing, on the assumption that 
The Hindu has, in fact, thought it pru¬ 
dent to keep ‘mum’ on these subjects, 
I venture to suggest that Tamil Nadu 
deserves a more courageous newspaper 
for its most prestigious daily. The 
Hindu, as 1 have had occasion to note 
in these columns, is no doubt bold and 
forthright enough when it comes to 
commenting on politics in New Delhi 
or other conveniently distant places, 
such as, for instance, Calcutta. But 
when it is a question of having to deal 
with the DMK government across the 
street, the Old Lady of Mount Road is 
far too promptly disposed indeed to 
cultivate an attitude flattering of the 
Three Wise Monkeys. 


Speaking at a private social function* 
organised to felicitate Mr R.K. Birla, 
MP on his election to the Lok Sabha 
from the Jhunjhnu constituency in 
Rajasthan having being upheld by the 
courts, Mr M.D. Dalmia drew a com¬ 
parison between the game of wrestling, 
(of which he is an enthusiast) and fight¬ 
ing an election these days. Just as a 
wrestling bout goes to three rounds, 
candidates for legislatures are now being 
called upon to go through three rounds 
before the election results are con¬ 
firmed. First, there is the battle of the 
ballot, then a challenge to the validity 
of the election in a high court, and 
finally, an appeal to the Supreme Court. 

After pointing out this similarity, 
Mr Dalmia also commented on the 
difference. In the case of wrestling, the 
contestant is not required to win all the 
three rounds in order to be declared the 
winner. It is enough if he wins the final 
round. In the case of an election, the 
successful candidate has to succeed at 
all the three stages. I believe that no¬ 
body is in a better position today to 
appreciate what all this arduous exer¬ 
cise means than Mr R.K. Birla. It 
goes to his credit that throughout this 
ordeal he has h$ld his back erect and 
his head high. 

I have my differences with Mr R.K. 
Birla on issues of current politics, but 
I have always admired him for his ro¬ 
bust intellectual independence and even 
more for his qualities of human warmth. 
A good demonstration of the latter 
virtue was given by him when he threw 
a party, a few days ago, in honour of a 
a young man who, until recently, was 
his secretary and who has now been 
selected for a responsible position as 
the administrative head of an important 
institution in Calcutta. This young 
man’s elevation was perhaps a reward 
for his outstanding services in assisting 
Mr R.K. Birla in fighting the election 
petition through the courts, but the 
party thrown for him was essentially 
in the nature of Mr Birla’s proud and 
public recognition of that young man’s 
personal qualities of dedication, hard 
work and efficiency as displayed through 
long years of their association. 1 won¬ 
der how many people there are of Mr 
R.K. Birla’s position in life who would 
have so naturally and charmingly paid 
a tribute of this kind to an employee, 
even though the latter might have been 
more of a comrade in the strictly pre- 
Marxian sense of the term than a paid 
secretary. 


V.B. 
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Trade Winds 


INDIA TOBACCO’S CONTRIBUTION 

Mr A N. Haksar, Chairman, India 
Tobacco Co recently refuted the sugges¬ 
tion from certain quarters that 200 
indigenous cigarette manufacturers 
had been wiped out due to keen competi¬ 
tion from his company. On pure mathe¬ 
matics, a consumption level of about 
500 million in the 1940s he stressed, 
could not sustain as economically 
viable units more than 10 or 11 compa¬ 
nies. India Tobacco, throughout its 
history, he said, never merged or amal¬ 
gamated with or bought over any indi¬ 
genous cigarette company. 

Mr Haksar further stated that India 
Tobacco owned all its brands and paid 
no royalty, commission or considera¬ 
tion to anyone outside or within India 
for the use of these brands. He proved 
by quoting facts and figures that in' 
such important fields as exports, im¬ 
port substitution, self-sufficiency, de¬ 
velopment and research, tobacco de¬ 
velopment (including assistance to far¬ 
mers) growth of ancillary small and 
medium scale industries employment 
and training of labour and professional 
manager, while his company's contribu¬ 
tion was immense, that of others were 
virtually nil. India Tobacco Co, he ob¬ 
served, was thus performing its social 
responsibilities in an extremely effective 
and consistent manner. Mr Haksar 
assured that India Tobacco would al¬ 
ways stand by the economic policies 
of the government and the aspirations 
of the nation. He referred in this connec¬ 
tion the Indianisation of his company. 
Recently, the Indian capital in India 
Tobacco, he said, had been raised from 
6} per cent to 25 per cent. It was 
proposed to be increased to 40 per cent 
within the current plan period. Ulti¬ 
mately it would be increased to 51 per 
cent. Regarding personnel, Mr Haksar 
said that there were at present 17 ex¬ 
patriates in his company and the sister 
concern — India Leaf Tobacco Develop¬ 
ment Company out of total of 12,000 
employees. Most of these expatriates 
had spent their lives in Iindia and were 
nearing retirement; they will all be re¬ 
placed by Indians. The Indian share¬ 
holding m the company, Mr Haksar 
revealed, was spread over more than 
21,000 persons. 

The net foreign exchange earnings of 
India Tobacco and the Indian Leaf 
Tobacco Development Company, after 
allowing for dividend remittances, Mr 


Haksar said, had aggregated to Rs 66.14 
crores between 1958 and 1970. Current¬ 
ly there were nearly Rs 10 crores per 
annum. 

CO-OPERATION WITH SINGAPORE 

Speaking at a dinner given in honour 
of the visiting Prime Minister of Singa¬ 
pore, Mr Lee Kuan Yew and Mrs Lee, 
in New Delhi on September I, the Prime 
Minister, Mrs Indira Gandhi stated that 
the Indian economy is poised for ad¬ 
vance. Our aim is not merely to achieve 
quantitative increases of production, but 
to push ahead with structural changes. 
She added that the two countries, should 
try to evolve a system of regional co¬ 
operation which would strengthen the 
countries of our region. “It has been our 
view that true strength can come only 
from the building of our economies. 
There is great scope for helping one an¬ 
other in this task," she said. 

U K. ASSISTANC E FOR IFC. 

Administrative arrangements were 
completed recently in New Delhi to en¬ 
able the Industrial Finance Corpora¬ 
tion of India (IFC) to grant loans 
against British aid for the im¬ 
port of items of capital equipment 
required for projects which are being 
finanoed by the Corporation. The total 
amount of British aid being made avail¬ 
able to the Corporation for this pur¬ 
pose is £1.0 million (Rs 1.8 crores), 
This forms pan of the £7.5 million (Rs 
13.5 crores). UK-India Capital In¬ 
vestment Loan made available to the 
government as part of Britain’s aid 
pledge for 1969-70. The Rs 13.5-crore 
loan agreement, which also provides 
funds for capital equipment imports 
from Britain for the public, private and 
small-scale sectors, was signed in Delhi 
on November 28, 196$. The arrange¬ 
ments to extend part of the loan to the 
IFC were finalised recently in letters 
exchanged by Mr Y.T. Shah, Joint 
Secretary, Ministry of Finance, and Mr 
O.G. Forster, Counsellor (Development) 
at the British High Commission. The 
letter sets out the procedures agreed bet¬ 
ween the two governments to cover the 

foreign exchange costs of investments 
financed by the IFC. Investments 
arranged by the IFC are usually inten¬ 
ded to cover the capital equipment re¬ 
quirements of new or expanding pro¬ 
jects of medium and large scale units 
and the aid money would be available 
for British equipment to be purchased 
by eligible industrial concerns which 
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require to raise a loan for their projects 
through the IFC. All recent British 
aid loans, including the one now to be 
operated by the IFC, are made avail¬ 
able in the first instance to the 
Government of India on interest free 
term repayable over 25 years inclu¬ 
ding a seven year grace period before 
repayments begin. 

CANADIAN AID FOR RAILWAYS 

A development loan agreement signed 
on September 2, between Canada and 
India provides new flexibility in the use 
of Canadian development assistance. 
The agreement for Rs 4.2 crores ($6 mil¬ 
lion) will be used by the Diesel Locomo 
rive Works at Varanasi for the import of 
railway locomotive components. The 
agreement was signed by Mr G.A.H. 
Pearson, acting Canadian High Com¬ 
missioner and Mr A.T. Bambawalc, 
Joint Secretary, Department of Econo¬ 
mic Affairs, Minister of Finance. 
The components will be supplied by the 
Montreal Locomotive Works and will 
include engine and chassis components, 
electrical equipment, generators, cont¬ 
rols and motors for 90 BG and 45 
MG diesel locomotives. Part of the loan 
can be used for manufacturing or over¬ 
haul services for components in Canada. 
Canadian development loans carry no 
interest, service or commitment charges 
and are repayable over 50 years with 
a 10-ycar grace period. 

ARGON ION LASER 

Argon ion Lasar has come into opera¬ 
tion at the National Physical Labora¬ 
tory. This is the first indigenously 
made ionic laser to be operated in the 
country. It lases with green coloured 
light of wave length 514.5 m.m. three- 
dimensional photography, metrology 
and scientific research are some of the 
important fields of application of this 
laser. The NPL is one of the premier 
laboratories engaged in work on gas 
lasers in this country. This Argon Laser 
follows the successful operation of 
visible light Hc-Ne Laser a year ago, 
prototypes of which have been supp¬ 
lied to a few universities. 

L.I.C. BOARD RECONSTITUTED 

The union Ministry of Finance has 
reconstituted the life Insurance Cor¬ 
poration of India. Mr T.A. Pai has 
been appointed its Chairman. Other 
Members are — Dr R.K. Ha/ari, De¬ 
puty Governor, Reserve Bank of India, 
Bombay; Mr A. Rajagopalan, Officer 
on Special Duty & Ex-officio Joint Sec¬ 
retary to the Government of India, 
New Delhi: Mr KK. Datey, Bombay; 
Dr P.V. Kurien, Kaira Distt. Co-opera¬ 
tive Milk Producers Union Ltd, Anand; 
Mrs Asoka Gupta, Calcutta; Syed 
Akbar Hussain, Patna; Mr P.L. Tan- 
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don, Chartered Accountant. Kanpur; 
Mr R.N. Tamta, Almora; Dr Raj 
Krishan, Jaipur University, Jaipur; 
Mr R. Kanakasabhai. President, State 
Co-operative Bank Ltd., Madras; Mr 
N.V. Nayudu,*Managing Director (l). 
Life insurance Corporation of India, 
Bombay: and Mr V.H. Vora, Managing 
Director (II), I ife Insurance Corpora¬ 
tion of India. Bombay. 

INDUSTRIAL WOOD IN W BENGAL 

The production of industrial wood 
from the forests of the Himalayan dist¬ 
ricts of Darjeeling and Jalpaiguri in 
West Bengal has increased from 60,000 
cubic metres in J956 to about 100,000 
cubic metres in 1960 and to over 138,000 
cubic metres in l%8-69. The present 
market value of forest products in the 
region is Rs 6 crorcs. Forests cover over 
3,300 square kilometres, about 35 per 
cent of the total land area in this re¬ 
gion. For exploiting the timber re¬ 
sources, one saw mill and a training- 
ciim-production centre in furniture- 
making in Siligitri have been set up in 
public sector. The government saw 
mill at Siliguri, the largest in the area, 
has an annual turn-over of about Rs 
25 lakhs and produces over 9,000 cu¬ 
bic metres of sawn timber. 

FOOD PRODUCTION: 1970-71 

The Agricultural Prices Commission 
in its lates report indicated that the food- 
grains production this year (1970-71) 
would be 104.5 million tonnes pro¬ 
vided the weather continued to be fa¬ 
vourable. This would be higher by 
nearly five million tonnes over last 
year's (1969-70) all time high record 
production of 99-5 million tonnes of 
foodgrains. In its report on price 
policy for kharif cereals for 1970-71 
season which was just submitted to the 
government, the Commission said that 
the output of kharif cereals might be an 
all time record with an increase of 
around three million tonnes over last 
year’s 65 million tonnes. It also envisa¬ 
ged that there would be an increase of 
wheat production during the ensuing 
rabi season by another two million 
tonnes. The Commission emphasised 
the need to maintain the existing public 
distribution of foodgrains on an ade¬ 
quate scale, as it felt that the imbalances 
between the domestic production of 
and the demand for foodgrains at the 
existing prices would continue in the 
next few years, and recommended do¬ 
mestic procurement of foodgrains on a 
commensurate scale to fulfill the twin 
objectives of reducing the country’s 
dependence on imports and augmenting 
the buffer stocks. The Commission also 
recommended a target of 5.5 million 
tonnes for procurement of kharif 
cereals comprising 4.7 million tonnes 
of rice, 0,8 million tonne of coarse 
grains. The Commission has categori¬ 


cally recommended that nothing should 
be done at this stage, specially in respect 
of zonal arrangements pertaining to rice, 
which might hamper the procurement 
of this cereal and procurement regula¬ 
tions should be restrengthened wherever 
they were of late relaxed. 

HALDIA-BARAUNI OIL PIPELINE 

Replying to a Calling Attention Notice 
in the Lok Sabha recently regarding the 
reported pilfering and destructive activi¬ 
ties on Haldia-Barauni oil pipelines near 
West Bengal-Bihar border. Dr Triguna 
Sen, union Minister for Petroleum 
and Chemicals and Mines and Metals 
stated that during the three years of its 
operations, four major incidents of 
suspected attempt of theft pilferage of 
petroleum products have been reported 
so far. 

FREIGHT RATES FOR COTTON 

The Indian Cotton Mills’Federation 
is disturbed lo find that the Indian 
Shipping Lines have informed their 
Alexandria agents that the rate for car¬ 
riage of cotton from Alexandria for the 
season 1970-71 is proposed to be in¬ 
creased substantially from $22.40 plus 
15 per cent Suez surcharge to $38 net 
per 1000 kilos plus 15 per cent Suez 
surcharge. Egyptian cotton prices have 
been ruling at very high levels and mills 
which use this cotton are finding it 
more and more difficult every year 
in absorbing the higher costs. The 
increase in freight is bound to be re¬ 
flected in the price of cotton offered to 
India by Egyptian shippers. In such a 
situation, if the freight rates are en¬ 
hanced sharply, the users would be 
put to considerable hardship. Cotton 
imports from UAR have made a signi¬ 
ficant contribution to the growth of 
traffic and freight for shipping. The 
volume of freight and the regular and 
assured nature of traffic should be borne 
in mind while deciding on the rate of 
freight for cotton shipments from 
Alexandria to India. The Federation 
has, therefore, suggested that .yfcrtitf 
quo ought to be maintained in regard 
to the freight rate for cotton shipments 
from the UART 

INDUSTRIALISTS TO JAPAN 

A high-powered Indian Delegation 
led by Mr D.C. Kothari, President of 
the Federation of Indian Chambers 
of Commerce and Industry, left on 
August 31, for Japan to attend the fourth 
joint meeting of the Business Co-opera¬ 
tion Committee of India and Japan to 
be held in Kyoto from September 3 
to 5, 1970. Besides several leading in¬ 
dustrialists and businessmen, the In¬ 
dian Delegation also consists of re¬ 
presentatives of some public sector un¬ 
dertakings, such as the MMTC, Ship¬ 
ping Corporation of India, and 
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the STC. The Japanese Delegation 
to the fourth joint meeting will be 
led by Dr Shigeo Nagano, President 
of the Japan Chamber of Commerce 
and Industry, and would consist 
of several top-ranking personalities 
of the Japanese industrial* commer¬ 
cial and financial circles. The Indian 
Delegation will call on the Prime Minis¬ 
ter of Japan and the Japanese Minister 
for International Trade and Industry 
on the September 1, in Tokyo. The sub¬ 
jects that would come up for discussion 
at the joint meeting include the ’‘Eco¬ 
nomic Situation in India and Japan”; 
“Study of the Possibilities of Additional 
Exports, both ways, between the two 
Countries”; “Study of Joint Ventures in 
India, in Third Countries as well as in 
Shipping Business”; “Modernisation 
of Mining and Infra structure Facili¬ 
ties”; and the “Promotion of Scienti¬ 
fic, Technological and Cultural Ex¬ 
change”. This fourth joint meeting will 
be of considerable importance because 
it would give an opportunity to both 
India and Japan to make an assessment 
of the problems and possibilities of 
co-operation in various fields during the 
seventies. 

NAMES IN THE NEWS 

Mr R.G.S. Nairn takes over as Mana- 
ing Director of Dunlop India Limited 
from September 1. He succeeds Mr 
J.A. Moore, who left India on retire¬ 
ment at the end of August after 25 
years of service in the Dunlop organisa¬ 
tion. Mr Nairn joined the Dunlop 
organisation in the UK in 1949 and came 
to India in 1953. Subsequently, he held 
a series of appointments in Thailand, 
Malaysia and Japan. He returned to 
India in 1964 and was appointed De¬ 
puty Managing Director in 1968. Mr 
Nairn is .Chairman of the Association 
of Rubber Manufacturers in India. 
Mr M.M. Sabharwal has been ap¬ 
pointed Deputy Managing Director, 
Marketing and Purchasing. Mr. 
C.J.T. Blcasc, who recently took over 
as Finance Director from Mr J.R. 
Scott, has been appointed Deputy 
Managing Director, Finance. Four 
new Directors have also been appointed. 
They are: Mr R.N. Basu, Accounting 
Director; Mr N.S. Bedi, Sales Director, 
Industrial Product;; Mr R.M. Bhandari, 
Director, Administration & Industrial 
Relations; and Mr L.J. Tompsett, Sales 
Director, Tyres. 

Mr Brian C. Bdhant has been appoin¬ 
ted Managing Director of Godfrey 
Phillips* India, Limited, manufac¬ 
turers of Cavander’s, Four Square, 
North Pole, Red and White and other 
cigarette brands. He replaces Mr 
Harry C. Brown who is retiring after 
more than 30 years with Godfrey 
Phillips. 
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No V form 
for Mauritius! 

Now a bonus flight to Mauritius So take off with me to the glorious white, 

once in three years. No 'P' form is sun-drenched beaches of Mauritius. Water-ski, 

required to fly to Mauritius even if you have goggle-fish and 'sega', to the rhythm of 

water splashing on coral reefs. 

Savour delicious food—French, Chinese, Indian. 

Mauritius in just 61 hours. 

Every Tuesday by AtR/ND/A 


been abroad during the past three years. 

With that extra something you 
know what I 
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LJ.C. 

Mr T.A. Pai, Chairman, Life In¬ 
surance Corporation of Tndia reviewed 
the performance of the corporation at 
the annual general meeting held recently. 
He pointed out that during 1969-70 new 
business of Rs 1090 crores was introdu¬ 
ced out of which 95 per cent was comp¬ 
leted resulting in new sums assured of 
Rs 1036 crores under 1.4 million 
policies. The average sum assured per 
policy increased to Rs 7,394 during the 
year under review against Rs 6*390 
a year before. Mr Pai pointed out that 
462*000 policies covering 33 per cent 
of the total number were issued to people 
in the rural areas. In terms of sum assu¬ 
red nearly one fourth was in rural areas. 
He added that the scheme of collection 
of premia through selected post offices 
in rural areas* where adequate banking 
facilities do not exist, is operating satis¬ 
factorily in 15 states. A significant fea¬ 
ture of the year's business was that as 
many as 645,000 policies were issued 
under the non-medical scheme. For the 
first time this scheme was extended to 
cover female lives also. Mr Pai added 
that the corporation continued to 
transact new business in Fiji, Hong 
Kong, Kenya, Malaysia and several 
other countries and it issued more than 
4,660 policies assuring Rs 10.28 crores. 

Mr Pai stated that the total business 
in force as on March 31, 1970, was Rs 
6,425 crores under 14.04 million poli¬ 
cies as against Rs 5,725 crores under 
13.45 million policies a year before. 
This showed an increase in the total 
business during the year of nearly 12.4 
per cent, as on March 3!, 1970. The 
life fund of the corporation amounted 
to Rs 1,611 crores as against Rs 1,434 
crores in the preceding year thereby re¬ 
gistering an increase of Rs 177 crores. 
The total assets of the corporation as 
on March 31, 1970, amounted to Rs 
1,772 crores as against Rs 1,577 crores 
previous year. 

Mr Pai stated that the total income 
of the corporation during the year 
1969-70 amounted to Rs 346.35 crores, 
made up of Rs 260.41 crores of pre¬ 
mium. Broadly out of every rupee re¬ 
ceived by the corporation 75.4 paise 
came from the policy holders and 22.6 
paise from interest on accumulations 
of their funds. The total book value 
of the investment of the corporation 
as on March 31, 1970, was 1,528.66 
crores thereby recording improvement 


of Rs 169.71 crores over the previous 
year. 

Mr Pai indicated that the corporation 
advanced during 1969-70 a sum of Rs 
14.80 crores to state governments for 
financing various housing and land ac¬ 
quisition schemes. It also advanced 
loans totalling to Rs 15.70 crores to 
co-operative housing finance societies 
and other authorities for financing 
housing co-operatives in various states. 
The corporation’s Own Your House 
Scheme was extended during the year 
to five more centres, bringing the total 
number to 159. It advanced 953 loans 
amounting to Rs 2.88 crores to policy 
holders for construction or purchase of 
houses. He added that in all 6,031 loans 
amounting to Rs 17.15 crores have been 
sanctioned under the scheme. The mort¬ 
gage scheme construction of property 
continued to operate in 57 centres and 
during the year 181 loans amounting to 
Rs 95 lakhs were sanctioned. So far 
in all 3,045 loans amounting to Rs 
21.02 crores have been sanctioned un¬ 
der the scheme. It has been estimated 
that the corporation’s total contribu¬ 
tion to housing development in this 
country adds up to over Rs 257 crores. 

FERTILIZER CORPORATION 

Mr Satish Chandra, Chairman and 
Managing Director of the Fertilizer Cor¬ 
poration of India stated at the annual 
general meeting held recently that the 
performance of Nangal unit was best 
among the units of the corporation. 
A gross profit of Rs 18.23 crores was 
recorded by the corporation and after 
providing for depreciation etc., there 
was a net profit of Rs 2.52 crores. The 
output at the Nangal unit exceeded the 
rated capacity of 79,540 tonnes nitro¬ 
gen by 225 tonnes. 

POYSHA INDUSTRIAL 

Mr M.R. Ruia, Chairman, Poysha 
Industrial Company Ltd stated at the 
annual general meeting held recently 
that the total sales of the company 
touched a figure of Rs 6.96 crores in¬ 
cluding Rs 1.54 crores in respect of 
Kaira Can. The sales of wholly owned 
subsidiary, Colridge were around Rs 
14.94 lakhs. In other words the groups 
sales were nearly Rs7.11 crores. Mr 
Ruia hoped that during the current year 
the sales might go beyond Rs 8 
crores. He added that gross profits for 
the year were more than Rs 50 lakhs as 
against nearly Rs 36 lakhs last year. The 
net profit after providing for deprecia¬ 
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tion, development rebate reserve! and 
taxation amounted to Rs 27.66 lakhs. 

Mr Ruia stated that the main raw 
material, tinplate caused some anxiety 
because the suppliers, Hindustan Steel, 
have not been able to keep to their sche¬ 
dule over a period of several months. 
He pointed out that there was a back¬ 
log pending with the Tinplate Com¬ 
pany of India also. Consequently, 
the union government was forced to 
allow the import of a large quantity 
of suitable tinplate in view of the in¬ 
ability of the indigenous manufacturers 
to supply in a sufficient quantity. 
Mr Ruia also indicated that the cost of 
tinplate has been increasing and above all 
excise duty of 10 per cent ad vabrem 
has been recently imposed on the finish¬ 
ed can. It was indeed an unfair step in 
view of the fact that food preservation 
industry needs encouragement because 
a considerable part of the food in this 
country goes to waste for want of pre¬ 
servation. Mr Ruia, therefore, urged 
the government to reconsider the im¬ 
position of heavy excise duty on the 
finished can on the top of the steadily 
increasing levies being imposed on tin 
plate. 

Mr Ruia was hopeful that the techni¬ 
cal collaboration agreement with 
American Can Company, for which a 
letter of intent has been issued by the 
government, would be finalised. He 
indicated that exports of the company 
during the year ended March 1970, 
were around Rs 7 lakhs and this 
figure is likely to increase substantially 
during the current year. 

CENTRAL BANK 

The future of bank shares Is still 
uncertain, Mr C.H. Bhabha, Chairman 
of the Central Bank of India Ltd, told 
shareholders. Legal opinion on many 
problems arising out of the compensa¬ 
tion for nationalised banks is divided, 
he added. In addition, the authorities 
have preferred to be silent on problems 
such as capital gains tax and permission 
undertake new types of business. The 
bank has, therefore, preferred to go very 
cautiously in dealing with the problems. 
The chairman has declined to comment 
on the proposed Central Bank-Tata 
Engineering merger. He has, however, 
hinted the if the scheme is not accepted 
by the authorities some other scheme 
will have to be taken up. The company 
wants to prove useful to shareholders 
and it will think in terms of paying 
compensation in cash to those who do 
not approve of any merger scheme. 

INDIAN IRON 

The decline in sales to R$ 73.49 
crores from Rs 81.55 crores reflected in 
the working results of the Indian Iron 
and Steel company for the year ended 
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March 1970, The profit after deprecia¬ 
tion is shown at R$ 259.97 lakh$ as 
against Rs 302.40 lakhs for the previ¬ 
ous year. The directors have in their 
report, stated that the decline in profit 
has resulted from the steep fall in produc¬ 
tion and despatches, not to speak of 
the fact the labour trouble also persisted 
throughout the year. In respect of allo¬ 
cations, depreciation is raised to Rs 
514.00 lakhs from Rs 464.53 lakhs. 
After transferring Rs 7 lakhs from 
taxation contingencies reserve and writ¬ 
ing back Rs 52.65 lakhs from general 
reserve, a sum of Rs 4.90 lakhs for sta¬ 
tutory development rebate reserve and 
Rs 136.23 lakhs for general reserve. 
The directors have proposed to raise the 
ordinary dividend from 50 to 60 paise 
per share, payable out of general re¬ 
serve. 

TATA IRON 

Mr J.R.D. Tata, Chairman of the Tata 
Iron and Steel Co Ltd stated while ad¬ 
dressing the company's annual meeting 
in Bombay recently that the perfor¬ 
mance in the current year so far has not 
been very encouraging production-wise. 
The company, however, hopes to makp 
up for the shortfall during the rest of 
the year. His cautiously optimistic 
outlook stems mainly from his grave 
concern over the insistently upward 
trend in costs resulting from increasing 
wages and increased prices of raw mate¬ 
rials and stores. With these imponder¬ 
able factors clouding the operations 
of the company, the performance 
for the current year will depend on 
developments in the next few months. 
Mr Tata has pointed out that the in¬ 
crease of Rs 71 per tonne in the prices 
of steel granted by the government has 
been neutralised to a substantial extent 
by these factors. The company has no 
major expansion before it at present. 
It proposes to spend about Rs 106 
crores over the next five years or so on 
repairs, replacement, renovation and a 
bit of expansion (mainly of its collieries). 
This has become necessary in view of 
the fact that quite a number of units, 
particularly the plate mill, which is 
being replaced by a new unit, were 
established nearly 50 years ago 

The chairman also stated that com¬ 
pany expected to issue debentures worth 
Rs 20 crores in November and was 
seeking the government’s approval for 
issuing them with a right to convert 
them. It also had a proposal for the 
production of alloy steel but the chances 
of obtaining the necessary licence now 
seem remote. 

BOMBAY SUBURBAN 

The Bombay Suburban Electric 
Supply Ltd proposed to raise further 
tong-term capital by way of equity shares 
and debentures through Rs 1 crore 
public issue as early as possible. Mr R.P. 
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Aiyer, has, in his statement to the share¬ 
holders, stated that the electric supply 
industry — especially in the case of 
expanding undertakings — is always in 
need of external finance from time to 
time. This problem has become more 
acute in recent years because of the 
continuous rise in the cost of electrical 
equipment. The financial operations of 
the electric industry, Mr Aiyer stated, 
is subject to a poor return of seven per 
cent, when compared to the lending 
rates by nationalised scheduled banks 
around 8) per cent. Even short-term 
deposits command interest at 74 
per cent and above. The chairman, 
however, feels that perhaps the present 
political climate in the country may not 
be conducive for seeking a review of the 
return to the industry. 

OIL INDIA 

The Board of Oil India Ltd, has re¬ 
commended the payment of a dividend 
of 13 per cent, net of all taxes, for 1969. 
Mr Dev Kanta Barooah, Chairman, 
has stated that crude oil sales during 
1969 have risen by 7-1/4 per cent, over 
the previous year. Gas sales have in¬ 
creased from 0.51 million cubic metres 
a day in 1968 to 0.63 million cubic 
metres in 1969. Mr Barooah told the 
shareholders that as a result of the 
“substantial” price discount, the final 
price of Oil India’s crude has come down 
to about Rs. 91.55 per tonne. This is 
about Rs 3.45 per tonne less than the 
final price of Rs 95 per tonne achieved 
last year and well below the import 
parity cost of any equivalent crude. 

INDIAN OIL 

Indian Oil Corporation Limit eo in 
the public sector has declared a bonus 
of 20 per cent for its officers and staff 
for the year 1969-70. Indian Oil has 
over 13,000 officers and staff in its two 
divisions — marketing and the refineries 
and pipelines — spread all over the 
country. For the first time, officers 
drawing a salary over Rs 1,600 per 
month have also been made eligible for 
the- bonus subject to a limit of Rs 750 
per month as basis for bonus calcula¬ 
tions. The corporation has incurred an 
expenditure of Rs 1.28 crores on ac¬ 
count of the disbursement of bonus for 
its officers and staff. 

BANK OF BARODA 

The directors of the Bank of Baroda 
Ltd propose to seek shareholders’ sanc¬ 
tion at the company’s annual general 
meeting to be held on September 26, 
1970, to carry on business, except the 
banking business. They also proposed 
seek shareholders’ sanction to invest the 
amount of compensation received by 
the company in respect of the nationali¬ 
sation of its undertaking in such securiri- 
ties and fixed deposits (including trustee 
securities) and business ventures as the 
board may from time to time think fit. 


463 

They state in the annual report for 
1969 that it will not be advisable to take 
the company into liquidation. They feel 
that there is greater need and a wide 
opportunity for business such as accep¬ 
tance and discounting of bills, guaran¬ 
tees, hire-purchase financing, loans and 
a;sistance to industry and trade, invest¬ 
ment finance and housing finance. Most 
of these activities arc of a nature which 
the company was already doing before 
July 19, 1970. They feel that the com¬ 
pany can also enter into new fields of 
finance. 

ZELL-ATE 

Zell-Ate Ltd, proposes to issue for 
public subscription capital of Rs 9.82 
lakhs comprising 8,575 equity shares 
of Rs 100 each, and 1,250—9.3 per cent 
cumulative redeemable preference 
shares of Rs 100 each. The company 
has an authorised capital of Rs 50 lakhs. 
The issued, subscribed and paid-up capi¬ 
tal is Rs 10.75 lakhs. The present issue 
is for Rs 10 lakhs, of which equity 
shares of Rs 17,600 will be subscribed 
by directors and employees. The com¬ 
pany has set up a small factory at Lona- 
vla in Poona, district, Maharashtra to 
manufacture textile machinery, such 
as high speed multi cylinder drier sizing 
machines and humidity measuring appa¬ 
ratus. It holds licences for manufactur¬ 
ing 36 multi cylinder and hot air sizing 
machines, 300 line free creels for ring 
spinning frames, 300 tonnes of metallic 
card clothing and three lakh bobbin 
holders. 

BOAC ' 

BOAC has made a profit after taxa¬ 
tion of £19.3 million for the year ending 
March 1970. The world wide revenue 
totalling £198 million was the highest in 
BOAC history. Overseas earnings also 
reached a record level of £ 137 million. 
With the approval of the British Trea¬ 
sury and the Board of Trade a dividend 
equivalent to 20 per cent on equity capi¬ 
tal will be paid. The British Government 
had set a profit target for fou r years 
ending March 1970 of 12.5 per cent or. 
group net assets employed. Over this 
period BOAC has achieved an average 
return of 17.4 per cent per annum. 

A Correction 

In Eastern Economist of July 17, 1970, 
the article entitled “The Plight of the 
Homeless”, erroneously referred to Dr 
S.M.K. Chetty of the Central Research 
Institute, Roorkee, as the chairman of 
the expert committee on methods for 
achieving Low Cost Large-scale Housing 
Construction. The expert committee 
was appointed by the Government of 
India and had no* chairman. Mr G.C. 
Mathur, Joint Director (Designs), Na¬ 
tional Buildings Organisation, was the 
convenor of the committee, The error 
is regretted. 

—Editor 
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LIFE INSURANCE CORPORATION 

OF INDIA 


Statement by Shri T. A. Pai, Chairman at the Hundred and Seventieth 
Meeting of the Members of the Life Insurance Corporation of India held 
in Bombay on 3lst August, 1970. 


The draft of the Annual Report and 
the Statement of Accounts for the 
period April 1, 1969 to March 31,1970 
are before you for consideration. 

This is my first opportunity of plac¬ 
ing before you this Report since talcing 
charge of the Corporation in March 
1970 as its Chairman. The Board of 
the Corporation reconstituted by the 
Government of India in 1968-69 conti¬ 
nued to serve the Corporation during 
the period under review, excepting fpr 
Shri A. Baksi who continued to be a 
Member of the Corporation upto 22nd 
October 1969 when he resigned and 
Shri B.N. Adarkar was nominated by 
the Government to fill up the vacancy. 
Shri C.H. Bhabha was on the Board 
upto June 24, 1970 when he resigned. 
Dr. R.K. Hazari was nominated on 
the Board with effect from May 16, 
1970. I wish to place on record my 
appreciation and thanks to all the Mem¬ 
bers of the Board for the co-operation 
and advice which I received from them 
during this period. I also take this 
opportunity of welcoming the new 
Members, 

The country had, as we know, good 
monsoons for the third successive year, 
brinigng more prosperity to rural areas, 
and reducing the country's needs for 
food imports, though the rainfall was 
not adequate in some parts of the count¬ 
ry. Ample buffer stocks of foodgrains 
could be built to cushion the impact 
of fluctuations in the future. The re¬ 
covery in industrial production also 
has been distinctive. By and large, the 
development in our country during the 
year under review has been encouraging 
with the result that the external pay¬ 
ments position also much improved. 
Our exports also registered improve¬ 
ment during the year. Prices have been 
more or less stable. In the background 
of the above conditions, the Corporation 
has made appreciable all-round pro¬ 
gress in the year 1969-70. 

New Business 

New business is the life blood of an 


insurance organisation. With our mis¬ 
sion to spread insurance, the number of 
persons to whom we carry our services 
is an important index of our activity. 
During 1969-70, new business of Rs. 
1,090.17 crores was introduced, of which 
95.0% was completed, resulting in new 
sums assured of Rs 1,036.08 crores un¬ 
der 14.01 lakh policies as against Rs 
929.35 crores of completed business 
under 14.54 lakh policies in 1968-69. 

Out of the year's new business, nearly 
two thirds of the total number of poli¬ 
cies issued in India, 9.12 lakh policies, 
assuring Rs 583.75 crores were sold to 
persons insuring for the first tims — a 
commendable effort indeed for extend¬ 
ing the protection of economic security 
to persons needing it. 

Size of Policy 

The average sum assured per poliev 
increased to Rs 7,394 in 1969-70 as 
against Rs 6,390 in 1968-69. About 
70.0% of the total number of new 
policies issued in the year were for sums 
assured between Rs 1,000 and Rs 5,000. 
The corresponding figure for 1968-69 
was 74.0%. 

Rural Business 

Based on the classification of rural 
areas as adopted in the 1961 census, 
4.62 lakh policies coloring 33.0% of 
the total number of policies issued in 
1969-70 in India werd issued to people 
in the rural areas. By sum assured Rs 
251.76 crores or 24.5% of our total 
new business was in rural areas. As 
against this, corresponding figures for 
the previous year were 4.77 lakhs of 
policies assuring a sum of Rs 235.12 
crores, being 25.5% of the total sum 
assured and 32.9% of the number of 
policies issued. It will be significant, 
in this context* to mention that 71.0% 
of the total number of new policies sold 
in the rural areas were to persons who 
took insurance for the first time, the 
proportion for urban areas being 52.3%. 

The scheme of collection of premia 


through selected Post Offices in rural 
areas, where adequate banking facili¬ 
ties do not exist, is operating satisfac¬ 
torily in 15 States and the total amount 
collected in this way during the year 
amounted to Rs 1.23 crores as against 
Rs 1.14 crores in 1968-69. 

Non-Medical Business 

During the year, 6.45 lakh policies, 
being 46.2% of the total number of 
policies issued in India, were issued un¬ 
der the Non-Medical Schemes. In 
value, they amount to Rs 223.65 crores, 
which is 21.8% of the total sum as¬ 
sured in India. The amount of Non- 
Medical business in 1968-69 was Rs. 
207.96 crores — 22.6% of the total 
sum assured in India. 

For the firs* time, the Non-Medical 
scheme has been extended to cover 
female lives also, as, during the year, the 
Corporation took a decision to enter¬ 
tain proposals under this scheme from 
educated ladies employed in Govern¬ 
ment or private organisations upto a 
maximum sum assured of Rs 5,000 sub¬ 
ject to the same conditions as applicable 
to Non-Medical Special Scheme for 
men. 

The Corporation also increased the 
limits of maximum sum assured under 
the Non-Medical Scheme for male 
lives to Rs 5,000 in the case of Non- 
Medical General; Rs 10,000 in the case 
of Non-Medical Special and Rs 20,000 
in the case of commissioned officers 
in Armed Forces subject to the usual 
conditions. 

Salary Savings Scheme 

As against3.74lakh policies assuring 
Rs 164.96crores issued in 1968-69.3.76 
lakh policies amounting to Rs 177.33 
crores were issued under the Salary 
Savings Scheme i n 1969-70. The Scheme, 
which gives the benefit to employees 
of the facility of deduction of premia 
from their salary is applicable to a very 
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large number of industrial and commer¬ 
cial as well ** scmi-Govcrnment orga¬ 
nisations. The Scheme is operating for 
State Government employees of Andhra 
Pradesh, Gujarat, Haryana, Kerala, 
Maharashtra, Mysore, Orissa, Punjab, 
Rajasthan, Tamil Nadu and Uttar 
Pradesh. The Scheme which had been 
introduced to non-gazetted em¬ 
ployees of the Central Government tn 
their offices at Bombay, Calcutta, New 
Delhi and Madras in 1968-69, has been 
extended to non-gazetted employees in 
all the Central Government offices 
throughout India with effect from 1st 
January, 1970. 

Corporation s business abroad 

The Corporation continued to tran¬ 
sact new business in Fiji, Hong Kong, 
Kenya, Malaysia, Mauritius, Nepal, 
Singapore, Uganda and the United 
Kingdom. During the year the Corpora¬ 
tion issued 4661 policies assuring Rs 
JO. 28 crores in the countries abroad, the 
corresponding number being 4203 
policies for Rs 8.70 crores in 1968-69, 

Business in Force 

The total business in force as on 
March 31, 1970 was Rs 6,425 crores 
under 140.41 lakh policies as against 
Rs 5,725 crores under 134.53 lakh poli-' 
cies on March 31,1969. The increase in 
the total business in force during 
the year under review was about 12.4% 
as against about 9.1% in 1968-69 
over that of 1967-68. 

Lapse Ratio 

The ratio of lapses to mean life in¬ 
surance business in force decreased from 
6.3% in 1968-69 to 5.9% during the 
year under review. In 1967-68 the lapse 
percentage was 7.0 while in 1966-67 
it was 7.4. Efforts made by the Corpo¬ 
ration to conserve business arc reflected 
in the progressive improvement re¬ 
corded in the last three years. 

Life Fund 

As on March 31, 1970 the Life Fund 
of the Corporation amounted to Rs 
1,611.04 crores as against Rs 1,434.47 
crores in the preceding year, thereby 
registering an increase of Rs 176.57 
crores. In terms of percentage, this 
increase comes to 12,31. 

Total Assets 

The total assets of the Corporation 
as on 31st March 1970 amounted to 
Rs 1,771.78 crores as against Rs 
1,577.33 crores as on 31st March 1969. 

Settlement of Claims 

Death Claims and Maturity Claims 
amounting to Rs 18.77 crores and Rs 


62.67 crores respectively were intimated 
to the Corporation during 1969-70. 
Out of these claims and those outst¬ 
anding at the end of the previous 
year, death claims aad maturity 
claims for Rs 18.29 crores and Rs 
62.00 crores respectively were paid by 
the Corporation during the year as 
against death claims and maturity 
claims for Rs 15.61 crores and Rs 
51.19 crores respectively for the preced¬ 
ing year. 

Special efforts were made to settle the 
claims expeditiously. The ratio of out¬ 
standing claims to claims intimated 
during the year dropped from 86.8% 
in 1968-69 to 79.8% in 1969-70 in res¬ 
pect of death claims and 17.7% in 
1968-69 to 14 9% in 1969-70 in res¬ 
pect of maturity claims. On the whole, 
the ratio of outstanding claims as on 
31st March 1970 was 29.8% of the inti¬ 
mated claims as against 34.8% on 
31st March 1969. 

Income and Expenses 

The total income of the Corporation 
during the year 1969-70 amounted to 
Rs 346.35 crores made up of Rs 260.41 
crores of premium, Rs 78.43 crores of 
Interest, Dividends and Rents and Rs 
7.51 crores of miscellaneous income. 
As against this, the amount of total 
benefits paid to policy-holders was Rs 
92 crores. Expenses of Management Rs 
72 crores and Miscellaneous Outgo 
Rs 1 Crore. 

The gross and net rates of interest rea¬ 
lised on the mean life insurance fund 
were 6.06% and 5.57% respectively 
against 5.94% and 5.31 % respective¬ 
ly in the preceding year. 


Broadly, out of every rupee received 
by the Corporation, 75.4 paise came 
from the policyholders and22.6 paise 
from Interest on accumulations of their 
funds. Out of every rupee of the Out¬ 
go* 27.0 paise were paid towards 
policyholders' benefits, 21.1 paise in¬ 
curred as Expenses of Management and 
51.7 paise were added to the life in¬ 
surance funds. In the previous year 
these were 25.6 paise, 21,1 paise and 
56.4 paise respectively. 

Investments * 

The total book value of the invest¬ 
ments of the Corporation as at 31st 
March 1970 was Rs 1.528.66 crores, 
thereby recording an improvement 
of Rs 169.71 crores over the figure of 
1968-69. Of this, the total book value 
of the investments pertaining to Life 
and General business was Rs 1,514.26 
and Rs 14.40 crores respectively. Of 
the total investments, 73.6% was in 


the Public Sector* 9.5 % in the Co-opera¬ 
tive Sector, 0.4% in the Joint Sector 
and 16.5% in the private sector. The 
investment reserve account amounted 
to Rs 31.23 crores. The Corporation 
agreed, during the year, to undewrite 
104 new issues to the extent of an ag¬ 
gregate amount of Rs 5*302.18 lakhs. 

While safeguarding the interests of 
the policyholders, the Corporation has 
continued to play its role in the social 
and economic development of the 
country. With this end in view, sub¬ 
stantial amounts have been lent for 
housing, water works and drainage, co¬ 
operative sugar factories, industrial es¬ 
tates, State Electricity Boards, etc. It 
will be of interest to mention that the 
Corporation’s total contribution to 
housing development alone, in India, 
by way of loans to State Governments 
and Co-operative Housing Finance 
Societies and loans under other Schemes 
etc amounted to over Rs 257 crores 
as on 31-3-1970. 

The scheme of rates of interest on 
mortgage loans has been revised by the 
Corporation. The effective rate of inte¬ 
rest has been raised by half percent in 
all schemes excepting the Staff Housing 
Scheme. Instead of the rebate of 1 % 
which was hitherto being allowed for 
punctual payment, an additional inte¬ 
rest upto 2 1/2% per annum would be 
levied under all schemes in case of de¬ 
fault by mortgagors in payment of inte¬ 
rest and/or payment of instalments of re¬ 
payment of principal, policy instal¬ 
ments, etc. 

Financing of Housing Schemes 

The Corporation advanced during 
1969-70 a sum of Rs 14.80 crores to 
State Governments for financing vari¬ 
ous housing and land acquisition 
Schemes. It also advanced amounts 
totalling to Rs 15.70 crores to Co¬ 
operative Housing Finance Societies 
and other authorities for financing 
housing co-operatives in various States. 
TV advances during 1968-69 under 
these heads were Rs 12.30 crores and 
Rs 14.50 crores. 

The Corporation’s Own Your Home 
Scheme was extended during the year 
to 5 more centres bringing the total 
number of centres to 159. It covers all 
the cities and towns in India with a 
popluation of one lakh and above 
according to 1961 Census and also 
some developing centres with a popula¬ 
tion of less than one lakh. During 
the year 953 loans amounting to Rs 
288.11 lakhs were sanctioned to policy¬ 
holders for construction or purchase of 
houses. So far, in all, 6031 loans 
amounting to Rs 1,714.79 lakhs have 
been sanctioned under this Scheme, 

Likewise, the Corporation’s Mortgage 
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Scheme for construction of property 
continued to operate in 57 centres. 
During the year, 181 loans amounting 
to Rs 95.00 lakhs were sanctioned. So 
far, in all, 3045 loans amounting to 
Rs 2101.53 lakhs have been sanctioned 
under this Scheme. 

The Corporation’s total contribution 
to housing development in India by 
way of loans to State Governments and 
Co-operative Housing Finance Socie¬ 
ties and loans under other schemes and 
its own building construction upto 31st 
March 1970 amounted to over Rs. 
257 crores. 

Expense Ratio 

The overall expense ratio for the 
year for life business was 27.69% 
as against 27.54% in the previous year. 
The renewal expense ratio comes to 
16.15% as against 15.91% in the 
previous year. Considering the prevail¬ 
ing inflationary conditions and their 
effect on staff salaries and allowances as 
also increase in other items of expendi¬ 
ture, the rise in the renewal expense ratio 
can only be considered marginal. How¬ 
ever, the full effect of the recent id- 
creases in salaries and allowances conse¬ 
quent on the settlements arrived at with 
various categories of staff can only be 
felt in the current and ensuing years. 
It is hoped that the impact of rise in 
costs will be absorbed through higher 
output of work, increased new business 
and improved conservation of existing 
business. 

General Insurance 

During the year, the Corporation se¬ 
cured a gross direct premium of Rs 
18.04 crorcs as against Rs 16.19 crores 
in the previous year. Of this, Rs 4.52 
crores was secured under Fire Insu¬ 
rance, Rs 7.64 crores under Marine 
and Rs 5.89 crores under Miscellane¬ 
ous insurance. The total net premium 
collection during the year amounted 
to Rs. 6.01 crores as against Rs 5.71 
crores in 1968-69. 

The net claims during the year amoun¬ 
ted to Rs 73.53 lakhs under Fire, Rs 
106.94 lakhs under Marine and Rs 
62.35 lakhs under Miscellaneous in¬ 
surance. The total net claims amounted 
to Rs 242.82 lakhs in 1969-70 as against 
Rs 346.85 lakhs in 1968-69, A sum 
of Rs 51 lakhs has been added to the re¬ 
serves. 

The profits transferred to the Profit 
& Loss Account were Rs 2.12 crores 
from Fire, Rs 19.53 lakhs from Marine 
and Rs 59.01 lakhs from Miscellaneous 
insurance, making a total of Rs 2.90 
crores. After making adequate provi¬ 
sions for Reserves and Taxation, a 


balance of Rs 44 lakhs is payable to the 
Central Government. 

Although the Corporation was free 
to function as a non-tariff insurer, 
it was voluntarily following the Tariff 
Rates. However, with the coming into 
force from 1st January, 1969, of the 
Insurance Amendment Act, 1968. the 
provisions of that Act relating to Tariff 
Advisory Committee and Control of 
Tariff Rates have been made applicable 
to the Corporation and it is now obli¬ 
gatory for the Corporation to follow 
the Tariff Rates. 

Staff 

The Government of India had refer¬ 
red to the National Industrial Tribu¬ 
nal on November 28, 1968, the Charter 
of Demands of Class III and Class IV 
employees which had been submitted by 
one of their Associations. At a stage 
when the adjudication proceedings 
had reached an advanced stage of 
hearing, all the employees’ unions 
which were made parties to the adjudi¬ 
cation, expressed their desire for an 
amicable settlement of the dispute 
through negotiations. Accordingly, 
bipartite negotiations were held bet¬ 
ween the Management and the Unions 
in April-June 1970 which culminated 
into a settlement covering all the items 
referred to the Tribunal. A separate 
settlement in respect of bonus was also 
reached. These settlements have come 
into force retrospectively from 1st 
April, 1969 and involved a recurring 
additional annual expenditure of about 
Rs 5 crores, to begin with, which would 
go upto Rs 5.84 crorcs within two years 
when an additional increment will be 
granted to those employees who did 
not get stagc-to-slage fixation. On an 
application to the Tribunal by the par¬ 
ties, the Tribunal has given its award in 
terms of this settlement excluding steno¬ 
graphers whose dispute is still pending. 

Under the settlement now reached, all 
the Unions have pledged themselves to 
co-operate in creating a healthy climate 
of industrial relations with a view to 
improving the efficiency of the Corpora¬ 
tion and its service to policyholders. 

Fresh negotiations were held with 
the representatives of the Federation of 
L1C of India Class 1 Officers’ Associa¬ 
tions also and a settlement was arrived 
at providing for revised basic scales and 
allowances. The rate of bonus for Class 
I Officers was also brought in line with 
the rate of tonus of Class HI and Clqss 
IV employees subject to a maximum 
bonus Rs 1,200. The annual cost of 
these revisions, which are effective 
from 1st April, 1969, would be approxi¬ 
mately Rs 83 lakhs. 

The National Federation of Insurance 


Field Workers of India representing the 
Development Officers (Class H em¬ 
ployees) has assured the Corporation 
that they would strive wholeheartedly 
to exceed the target of new business of 
Rs 1.200 crorcs for the year 1970-71. 
All the remaining points in the Agenda 
submitted by the Federation in Novem¬ 
ber 1968 will be negotiated as early as 
possible. 

The number of employees in the ser¬ 
vice of the Corporation in India was 
51,338 as at March 31, 1970 as against 
51,667 as at the end of the previous year. 
The slight fall in the number of em¬ 
ployees is mainly because the recruit¬ 
ment to the cadre of Development 
Officers has been practically stopped. 

The gross salary bill of the Corpora¬ 
tion for the year 1969-70 in India was 
Rs 40.93 crores as against Rs 35.44 
crores in 1968-69. 


Electronic Data Processing 

Conversion of policies to the compu¬ 
terised servicing continued according 
to schedule. All policies issued by the 
Bombay Divisional Office (other than 
those under Salary Savings Scheme) 
numbering about 8 25 lakhs are now 
being serviced by the Computer. Sys¬ 
tem development for conversion and 
servicing of Salary Savings Scheme poli¬ 
cies serviced by the Bombay Divisional 
Office has also been completed. The 
entire work relating to commission bill¬ 
ing for Bombay Division agents is now 
being done through the computerised 
system. Since January 1970, commis¬ 
sion cheques arc also being prepared by 
the Computer. 

Publicity 

In our vast country, insurance cons¬ 
ciousness among the people is still at 
a low ebb. Strenuous efforts are needed 
to make the message of insurance wide¬ 
ly known, particularly in the rural 
areas. The Corporation is continuing 
its efforts to popularise the message of 
insurance through conventional as well 
as new methods of publicity. In addi¬ 
tion to the planned advertisement 
campaigns in a large number of publi¬ 
cations including those published in the 
regional languages, effective out¬ 
door publicity has been conducted 
through publicity vans, films and by 
participation in fairs, festivals and ex¬ 
hibitions. Use of media like bus panels, 
hoardings and neon signs was further 
extended. Puppefry, too, is being ex¬ 
tensively used as a medium of publicity 
in the Northern and Central Zones. A 
greater use of commercial broadcasts 
was made through all the Stations of 
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Alt India Radio where this facility is 
available. 

Life Insurance in India will be comp¬ 
leting hundred years of its existence in 
December 1970. The Corporation has 
decided to hold the Centenary Cele¬ 
brations in a befitting manner and to 
bring out a Commemoration Volume. 

1 be Future 

What of the future? We have so 
much to achieve compared with what 
we have achieved over these 14 years. 
Social security through insurance has 
to be carried to millions of homes in 
this country. That's why we have shif¬ 
ted our emphasis from policies to per¬ 
sons. Through individual insurance 
and group insurance schemes we shall 
strive to achieve this objective. A num¬ 
ber of new Group Term Insurance 
Schemes will be introduced during this 
year catering to different categories of 
people. The quantum of premium in¬ 
come mobilised by the LIC has assumed 
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considerable importance as a means to 
mobilise the savings of the people and 
help accelerate the economic growth. 
An all out effort by the LIC in this 
direction is called for, 

Wc are now consciously directing lar¬ 
ger investments towards socially de¬ 
sirable purposes like housing, electricity 
development, water supply and drainage. 
LIC’s resources will help to develop the 
social and economic infra-stracture 
to build up our people. We shall, at the 
same time, maximise our returns on 
our investments in the interest of policy 
holders. 

Life insurance business is a service 
industry that exists for the policyholders. 
People have a right for prompt settle¬ 
ment of claims, better policyholders' 
servicing and, in fact, the type of service 
which would build up insurance- 
mindedness in our people. Wc shall 
endeavour continuously for greater 
efficiency in our offices and build up 
our development personnel and agents 


September 11,1970 
to fulfil the expeetations of the public. 
Conclusion 

\ 

I take this opportunity to record my 
appreciation and thanks for the co¬ 
operation and advice I have received 
from the Members of the Corporation 
and my colleagues on the Investment 
and other Committees. 

I have also great pleasure in record¬ 
ing my appreciation of the services ren¬ 
dered by the Officers and Staff at all 
levels and by the Agents of the Corpora¬ 
tion, without whose co-operation and 
application to work, results as stated 
above would not have been possible. 

I am sure they will continue their exer¬ 
tions for the objective of spreading the 
message of insurance to a still larger 
number of people. Though our perfor¬ 
mance has been good, much more still 
remains to be done. 

N.B,: This does not purport to be a 
record of the proceedings of the Annual 
General Meeting. 
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RECORDS AND STATISTICS 

Plan for 


The Annual Plan for 1970-71 pro¬ 
vides an outlay of Rs 2822.20 crores in 
the public sector as against an outlay 
of Rs 2270.47 crones in the Plan for 

1969- 70. 

The outlay in the second year of the 
fourth Plan accounts for 17.7 per cent 
of the total public sector outlay, as 
compared to 14.3 per cent in the first 
year of the Plan, reflecting an increase 
in outlay of about 12.4 per cent over 
the first year of the fourth Plan. This 
was stated in the Annual Plan 1970-71 
presented to Parliament on September 
2. The 315-page document gave details 
of development programmes for 1970- 
71 as also a brief review of the progress 
of Plan programmes in 1969-70. 

Distribution of Outlay 

The Annual Plan document also sets 
out the distribution of plan outlay, as 
between the centre, states and union 
territories, with corresponding figures 
for 1969-70, which are given below 
(rupees in crores — figures for 1969-70 
in brackets):—centre(1173.84) 1456.08; 
centrally sponsored (99.00) 118.78; 
states (932.01) 1168.59; union territo¬ 
ries (65.62) 78.75 and total (2270.47) 
2822.20. 

The increase in the central sector in 

1970- 71 over 1969-70 Plan is of the or¬ 
der of Rs 302 crores, in the union terri¬ 
tories of Rs 13 crores, and in the states 
sector of about Rs 237 crores. The in¬ 
crease in the states outlay is wholly 
on account of the additional resources to 
be generated by the states themselves — 
a marginal increase of Rs 10 crores hav¬ 
ing been made in the case of central 
assistance. 

The Plan outlay of the states and 
union territories for 1970-71 is Rs 
1247.34 crores. The Plan outlay in 
respect of individual states along with 
the amount of central assistance (in 
brackets) to be provided to them during 
the year 1970-71 is given below (rupees 
in lakhs): 

States 

Andhra Pradesh 8006 (4356); Assam 
4809 (3994); Bihar 8569 (6134); Gujarat 
8600 (2864); Haryana 4000 (1423); 
Jammu & Kashmir 2934(2629); Kerala 
4600 (3175); Madhya Pradesh 6720 
(4756); Maharashtra 15672 (4451); 
Mysore 6500 (3137); Nagaland 776 
(635); Orissa 4184 (2902); Punjab 4987 


1970-71 


(1835); Rajasthan 5386 (3994): Tamil 
Nadu 7930 (3664); Uttar Pradesh 17919 
(9544); West Bengal 5267 (4007); and 
total 116859 (63500). 

Union Territories 

Andaman and Nicobar Islands 309; 
Chandigarh 175; Dadra and Nagar 
Haveli 46; Delhi 2867; Goa, Daman and 
Diu 743; Himachal Pradesh 1705; 
Laccadive, Amindivi and Minicoy Is¬ 
lands 45; Manipur 519; NEFA 385; 
Pondicherry 264; Tripura 817; and total 
7875. 

The distribution of plan outlay for 
1970-71 by major heads of development 
along with the corresponding plan out¬ 
lay for the year 1969-70 (in brackets) is 
given below (rupees in crores): 

Agriculture and allied programmes 
470.90 (322.16); irrigation and flood 
control 203.45 (155.55); power 

482.41 (367.12); industry and minerals 
622.33 (569.61); village and small in¬ 
dustries 43.43 (38.48); transport and 
communications 556.00 (447.65); 

education 123.13 (96.80); scientific re¬ 
search 23.61 (21.60); health 63.45 
(55.31); family planning 52.00 (41.90); 
water supply and sanitation 63.50 
(45.73); housing and urban develop¬ 
ment 42.49 (24. 16); welfare of backward 
classes 21.64 (19.25); social welfare 
(including public cooperation) 5.45 
(4.44); labour welfare and craftsmen 
training 6.90 (6.34); other programmes 
41.51 (34.37); and total 2822.20 
(2270.47). 

A summary of the anticipated physi¬ 
cal achievements and targets set for 
1970-71 as also targets and achievements 
for 1969-70 given in the Plan document 
are given in Table I on page 471. 

The principal objectives of the Annual 
Plan for 1970-71 are to increase the rate 
of investment from 12 per cent in 1969- 
70 to a little over 13 per cent in 1970-71 
and to step up the net investment in the 
public sector by 25 per cent over last 
year’s level. 

A rate of growth of 5.5 per cent in 
national income through an increase 
of 5 per cent in net output from agri¬ 
culture and 8 per cent from organised 
industry are also envisaged in the current 
year. Other objectives of the current 
year’s Plan are to stabilise the general 
price level through increased production 
of foodgrains and other agricultural 
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raw materials and t&roiigh appropriate 
management of their supplies and to 
bring about an expansion of 7 per cent 
in exports through an active policy of 
export promotion. 

Achievements in HS9*70 

The Plan document also points out 
that the year 1969-70 carried forward 
the process of economic growth with a 
fair measure of success in many fields. 
The production of foodgrains is esti¬ 
mated to have increased to 99,5 million 
tonnes from 94 million tonnes during 
1968-69. The output of some commer¬ 
cial crops, particularly sugarcane and 
raw jute also recorded sizable increases. 

The rate of growth of industrial pro¬ 
duction improved further to around 7 
per cent from 6.2 per cent achieved in 
1968*69 though it fell short of the Annual 
Plan target of 8 per cent. Exports re¬ 
corded an increase of 4 per cent and 
this was considerably below the target 
of a 7 per cent growth. 

The growth of real national income is 
likely to reach the target of 5.5 per cent 
and the rates of domestic savings, and 
investment approximate to what was en¬ 
visaged in the Annual Plan J 969-70. 

Investment and Savings 

Referring to investment and savings, 
the Plan document says that the rate 
of investment which had remained at 
11.3 per cent in 1967-68 and 1968-69 
is estimated to have risen to 12 per cent 
in 1969-70. The annual Plan for 
1970-71 aims at raising it further to a 
little over 13 per cent. 

The proportion of external assistance 
(net of debt repayment) to national in¬ 
come which declined from 3.5 percent 
in 1967-68 to 2.5 per cent in 1968-69 
and further to 2.1 per cent in the follow¬ 
ing year, is estimated to decline fur¬ 
ther to 1.8 per cent in 1970-71. 

There is, therefore, need for a sharper 
step up in the rate of domestic savings 
from 9.9 per cent in 1969-70 to over 
11.2 per cent in 1970-71. 

Agricultural Production 

The Plan document points out that 
the production of foodgrains is to be 
stepped up to 106 million tonnes, of 
oilseeds to 9 million tonnes, and of 
cotton and jute to 6.5 and 6.7 million 
bales respectively. 

To attain these levels, the area under 
high yielding varieties is to be extended 
to 15.05 million hectares and an addi¬ 
tional area of 2.24 million hectares will 
be covered under the multiple crop- 
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Table I , 

ACHIEVEMENTS AND TARGETS 


Item 

Unit 

1 

Target 

1969-70 

Estimated 

achievement 

1970-71 

Target 

Agriculture and allied programmes 





Food grains 

Mill, tonnes 

101.0 

99.5 

106.0 

Oilseeds 

»* 

8.5 

7.6 

9.0 

Sugarcane (gur) 


12,5 

13.4 

13.2 

Cotton 

Mill, bales 

6.0 

5.2 

6.5 

Jute 


6.4 

5.6 

6.7 

High yielding varieties programmes 

Mill hectares 

10.92 

11.07 

15.05 

Multiple cropping (additional) 

n 

7.87 

N.A. 

2.24 

Minor irrigation (additional) 


1.40 

1.49 

1.76 

Consumption of chemical fertilisers 

Nitrogenous (in terms of N) 

Mill, tonnes 

1.70 

1.42 

1.73 

Phosphatic (in terms of P,0») 

M 

0.60 

0.43 

0.56 

Irrigation (major and medium) potential (gross) 

Mill, hectares 

19.47 

19.37 

20.01 

Utilisation (gross) N 

»» 

17.64 

17.50 

18.14 

Power 

Installed capacity 

Mill. kW 

15.9 

15.5 

16.8 

Pump sets energised 

Thousand nos. 

1181 

1349 

1609 

Industry and minerals 

Steel ingots 

Mill, tonnes 

7.5 

6.4 

7.6 

Finished steel 


5.5 

*4.8 

5.7 

Alloy and special steel 

000 tonnes 

85.0 

140.4 

170.0 

Aluminium 

*» 

145.0 

135.0 

170.0 

Agricultural tractors 

000 nos. 

20.0 

18.0 

25.0 

Sulphuric acid 

000 tonnes 

1200 

1200 

1300 

Production of crude petroleum 

Mill, tonnes 

7.3 

6.7 

7.1 

Refining capacity in terms of crude throughput 


18.0 

18.0 

18.0 

Cement 

Mill, tonnes 

13.5 

13.6 

14.5 

Cotton (mill sector) 

Mill, metres 

4500 

4250 

4350 

Sugar 

000 tonnes 

3700 

4300 

4200 

Village and small industries 

Production of handloom, powerloom and khadi cloth 

Mill, metres 

3500 

3750 

3900 

Raw silk 

Mill. kgs. 

2.40 

2.30 

2.50 

Education 

Additional enrolment in classes: 

I-V 

Million 

2.17 

2.17 

3.09 

VI-VIII 

M 

0.94 

0.94 

1.41 

IX-XI 

H 

' 0.53 

0.53 

0.73 

Health 

Hospital beds 

t 

Thousand nos. 

261 

261 

266 

Family Planning 

Sterlization 

Mill. nos. 

3.24 

1.38 

2.6 

IUCD insertions 

*. 

1.62 

0.44 

0.9 
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ping programme. The coverage of 
area under the package schemes in 
case of commercial crops, aiming at 
improving per hectare yields, will 
be further extended. Various promo¬ 
tional measures have been taken to step 
up the increase in the consum nion of 
chemical fertilisers as also for their 
balanced use. 

Institutional facilities for agricultural 
credit are being further expanded 
through the strengthening of coopera¬ 
tives and other institutions and in¬ 
creased participation of nationalised 
commercial banks in financing agricul¬ 
ture. 

Industrial Production 

Industrial production, says the Plan 
document, recorded an increase of 
around 7 per cent during 1969-70, 
against 6.2 per cent during 1968-69. 
Recessionary conditions in most of 
the industries lifted and improvement 
occurred in the performance of a wide 
range of consumer and intermediate 
industries. Larger availability of raw 
materials including those from agri¬ 
culture, liberalised import policy, in¬ 
crease in domestic demand due to larger 
incomes, sustained rise in export demand 
and liberal credit facilities contributed 
to this recovery. 

In 1970-71 industrial production is 
expected to increase further on account 
of a rise in agricultural incomes, in¬ 
creased public investment activity, 
better climate for investment in the pri¬ 
vate corporate sector and rise in de¬ 
mand for industrial exports. Industrial 
licensing policy has also been oriented 
to help industrial growth. Exemption 
limit for licensing has been raised to 
Rs one crore, except in certain cases. 
The import policy for 1970-71 would 
further facilitate the supply of imported 
raw materials and components particu¬ 
larly for the export-oriented and priority 
industries. The Annual Plan envisages 
expansion of capacities and produc¬ 
tion in a number of important industries. 
Production of steel is proposed to be 
stepped up. 

A programme of improvement and 
renovation of Hindustan Steel has been 
initiated to augment the existing supply 
of steel. The production of fertilisers is 
to be raised further. As a result of 
increase in demand for machinery and 
equipment the capacity utilisation is 
expected to improve both in the public 
and Ihe private sectors. On the whole, 
industrial production is likely to in¬ 
crease further by 8 per cent in 1970-71. 

Prices 

Referring to price trends, the Plan 
document says that a mild pressure on 
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prices emerged during 1969-70 on ac¬ 
count of fall in agricultural production 
during 1968-69 and faster growth in 
aggregate demand in 1969-70. 

While the average level of prices in 
the first seven months of the year was 
only 2.5 per cent higher as compared 
to the corresponding period of the previ¬ 
ous year, the average level of prices dur¬ 
ing the remaining five months was high¬ 
er by 5.3 per cent. The average index 
of wholesale prices for 1969-70 at 171.5 
was higher by 3.7 per cent over the pre¬ 
ceding year. It was, however, higher by 
only 2.6 per cent over that for 1967-68. 

The rise in wholesale prices during 
1969-70 was primarily due to the rise in 
the index of 'industrial raw materials*, 
‘chemicals’, and ‘manufactures’ which 
went up by 14.5,8.6 and 8.1 per cent 
respectively. The increase in foodgrain 
prices during the year was only 3 per 
cent. Among industrial raw materials, 
the rise in the prices of oilseeds and cot¬ 
ton was due to the downward revision 
in their estimates of production and 
inadequacy of supplies in relation to 
requirements. 

A part of the increase in the prices 
of chemicals and manufactures is 
attributable to the adjustments made in 
the rates of excise duty on petroleum 
products, synthetic yarn etc., as also 
to the price increases allowed by go¬ 
vernment in respect of coal, cement 
and steel. 

As for price prospects in 1970-71, 
the increases in agricultural and indus¬ 
trial outputs envisaged in the Annual 
Plan are likely to have a salutary effect 
on prices. The stock of foodgrains 
with the public authorities amounted 
to 4.2 million tonnes at the beginning 
of 1970-71 and with further addition to 
stock from the rabi crop it should be 
possible to operate on these stocks* to 
maintain stability in foodgrain prices. 

Buffer stock operations in jute will 
be continued. A cotton corporation 
has been set up for the purchase, sale 
and equitable distribution of domestic 
cotton and also for canalisation of 
cotton imports. Monetary and fiscal 
policies will also be geared towards 
the objective of price stability. 

Foreign Trade 

The Plan document points out that 
the performance of exports in 1969-70 
fell short of expectations under the 
Annual Plan. Compared to the prece¬ 
ding year, the value of exports rose by 
only 4.1 per cent to a level of Rs 1413 
crorcs. 

A number of steps were taken in the 
central budget for 1970-71 in order to 
accelerate the growth of exports. 
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Export duty on tea was abolished and 
that on certain varieties of jute manu¬ 
factures reduced. The import policy 
for 1970-71 has been further adapted 
to promote exports and production 
for exports. The State Trading Cor¬ 
poration and the Minerals and Metals 
Trading Corporation are organising 
bulk imports of raw materials for supply 
‘’off-the-shelf” and an Industrial Raw 
Materials Assistance Centre is being 
set up to assist in this. 

While exports registered a small 
increase, the declining trend in imports 
which had set in from 1966-67 be¬ 
came more pronounced during the year. 
Imports amounted to only Rs 1568 
crores as compared to Rs 1909 crores 
in 1968-69 and Rs 2008 crores in 
1967-68. The decline in aggregate 
imports during 1969-70 was of the 
order of 18 per cent as compared to 
about 5 per cent during 1968-69. 
Good agricultural performance resul¬ 
ting in improved availability of food- 
grains in the country enabled a further 
reduction in foodgrains imports. 

As against an increase of 5.5 per cent 
in non-food imports during 1968-69 
the level of these imports during 1969- 
70 registered a decline of about 17 
per cent. The decline in non-food 
imports was mainly due to lower im¬ 
ports of fertilisers, machinery and 
transport equipment. This is a signi¬ 
ficant development in the background 
of an increase of about 7 per cent in 
industrial production during the year. 
Under the import policy for 1969-70, 
imports of 316 items or groups of items 
were banned as these could be 
produced domestically. 

The sharp reduction in aggregate 
imports together with the small increase 
in export brought about a marked 
improved improvement in the trade 
balance. The trade deficit of Rs 550 
crorcs recorded in 1968-69 declined to 
to Rs 154 crores in 1969-70. This 
improvement in the trade balance to¬ 
gether with a slightly higher utilisation 
of external aid resulted in a further 
accretion of Rs 152 crores to the foreign 
exchanges reserves, despite larger pay¬ 
ments on account of debt servicing and 
repayments to the IMF. 

Social Justice 

The Annual Flan for 1970-71 also 
refers to a number of institutional and 
policy measures which were initiated in 
1969 70 to promote the social objec¬ 
tives envisaged in the fourth Plan, 
These included checking the growth 
of concentration of economic power, 
direction of organised credit to more 
socially desirable channels, orientation 
of credit policies of nationalised com¬ 
mercial banks, financial institutions and 
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MEET THE STRONG ONE! 

HOW DO YOU PROVE 

HOW STRONG A FIRESTONE TYRE CAN BE? 
WE AIR-DROPPED THIS TYRE FROM 305 
METRES AND IT’S STILL RUNNING 


If you’re looking for something extra 
In kilometres, you re looking for a tyre with 
something extra in strength. 



We air-dropped this Firestone tyre 
305 metres onto a macadam airstrip. (Bven if 
we dropped it from higher up it wouldn't 
fall any faster or hit any harder.) 

It hit with a speed of 27S kins, per hour 
—an impact so great it bent the II kgs. 
steel run almost in half! 




Tyre engineers checked the tyre inside 
and out and said it was still ready to roll... 
the body, sidewalls and tread were strong 
as ever! 

We mounted this tyre on a new rim and 
started running on it. Night and day. 

And months later, we were still running on it 
and the engineers said it looked as if we’d 
get as many kilometres as we would on a new 
one. And tint's a lot of kilometres—more 
kilometres for your money. 




TRIPLE-STRENGTH CONSTRUCTION 
What makes Firestone tyres so strong? 
Firestone's exclusive Triple-Strength 
Coostnpttoo. That's our special method of 
bonding the trend to the tyre, reinforcing 
the sidewnfi^ and insulating the ootda. 
Whe n you want i 

■w- ■*“ 


fffttftt# 

Sold throughout India- 
Seeyour Firestone Dealer today 


«>.l 
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THE SHAPE OF.THINGS TO COME*.. 

starting now. Blanking, stamping, punching;, 
drawing, impact machining. Steal 
aluminium. eBay, fibreglass. Pressing. 

A spoon, a refrigerator panel, 
the wing of a jet. 


Banding the energies of HMT to metal 
forming. Collaborating with the world's 
leading press-makers. Verson All Steal; 
Press Comnanv. U.S.A. Extrudino the 


| Press Company. U.S.A. Extruding the 
profiles of tomorrow., 
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co-operatives k favour of small borrow- areas, besides providing fuller employ¬ 

ers and modification of . 'industrial ment to those engaged in agriculture, 
licensing policy to restrain the growth 

of big business and provide encourage* Other special progr amm es are for 
meat to new and small entrepreneurs, providing nutritional services to pre- 

Two small farmers* development school children in tribal blocks end 

agencies were set up—one in Bihar and slum areas, increased funds to finance 

the other in West Bengal—in 1969 70. low and middle class housing and foi 

The State Bank also initiated schemes improvement of slums, and . substan- 

to provide credit for the establishment tially higher provision for expansion of 

of small-scale industries and to impart drinking water facilities in the rural 

training to engineer entrepreneurs for areas, 

starting small-scale industries. 

Financing of Han 

The Annual Planfor 970-71 has been 

framed with special emphasis on pro- The scheme ol financing the Plan 
grammes and schemes meant to incr- for 1970-71 shows significant changes 

ease the income and employment oppor- as compared to that for the Plan 

tunities for the weaker sections and to for 1969-70. As mentioned in the 

promote greater social and economic fourth Plan document, the dcvelop- 

equality. It is expected that work on all ment outlays which are being financed 

the projects included in the fourth Plan by certain financial institutions through 

for small farmers, sub-marginal cul- borrowings from commercial banks 

tivators and agricultural labourers and the market have now been inclu- 

would be initiated during the year. ded in the fourth Plan. Consequently, 

Work will be initiated on nine projects resources corresponding to these out- 

for the development of dry areas. lays have been taken into account in the 

scheme of financing the Plan for 1970- 
The programme of rural works with 71. These include resources to be 

labour intensive schemes will also be raised by the Food Corporation oflndia 

taken up in the chronically droughty for building up buffer-stocks of food- 

afiected areas. The funds of the grains and by term-lending institutions 

financial institutions and the co-opera- like the Industrial Development Bank, 

tives will be increasingly used to support the Industrial Finance Corporation, 

small producers both in agriculture and the Industrial Credit and Investment 

industry. Besides steps are being taken Corporation and the Agricultural Refin- 

to create greater employment potential ance Corporation, 

especially in the rural areas by promo¬ 
ting labour-intensive schemes. Besides, credit has now been taken 

for resources to be raised by the Indian 
The increasing tempo of agricultural Dairy Corporation, Damodar Valley 

development itself will create new em- Corporation, Agricultural Refinance 

ployment opportunities in the rural Cor|X>ration, Rural Electrification Cor- 

Table II 

Scheme of Financing the Han : 1970-1971 

(Rs crores) 


Annual Plan 1969-70 Annual Plan, 1970-71 



Centre 

States . 

Total 

Centre 

States 

Total 

1. Total domestic budge- 

tory resources 

987 

317 

1304 

1500 

534 

2034 

2. Budgetary receipts cor¬ 
responding to external 

assistance (net) 

713 

, , 

713 

563 

• » 

563 

3. Other than PL 480 

481 

, . 

481 

426 

♦ 4 

426 

14. PL 480 assistance 

232 


232 

137 

'4. 4 

137 

15. Deficit financing 

254 

, , 

254 

225 


225 

(6. Aggregate resources 

1954 

317 

2271 

2288 

534 

2822 

d+2+5) 

7. Assistance for State 
plans 

—615 

615 


—635 

635 


8 . Resources for the plan 

1339 

932 

2271 

. 1653 

1169 

2822 

(0+7). 
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porstion and Central Rower Oeneratioa 
undertakings. 

Scheme of Financing 

Table II shows the scheme Of 
financing the Plan for 1970-71, to¬ 
gether with the corresponding esti¬ 
mates for 1969-70. 

The Plan for 1970-71 places greater 
reliance on domestic budgetary re¬ 
sources as compared to the Plan 
for 1969-70. To finance the aggregate 
outlay of Rs 2822 corores in I97(F71, 
domestic budgetary resources are ex¬ 
pected to contribute Rs 2034 crores. 
This works out to 72 per cent of the 
total Plan outlay for 1970-71 as 
against S7.4 per cent estimated for the 
Plan for 1969-70. 

Utilisation of budgetary receipts 
corresponding to external assistance, 
viz. Rs 563 crores, on the other hand, 
works out to 20 per cent of the total 
for 1970-71, as against 31.4 per cent 
for 1969-70. 

Deficit financing for 1970-71 has 
been taken at Rs. 225 crores. This 
forms eight per cent of total Plan outlay 
as compared to 11.2 per cent in the Plan 
for 1969-70. 

Additional Resources Mobilisation 

The Plan for 1970-71 states that the 
additional resource mobilisation under¬ 
taken by the central government in 
1969-70 is expected to yield Rs 135 cro¬ 
res, net of states’ share, in 1970-71. Be¬ 
sides, the ccntraf government, railways 
and posts and telegraphs have announ¬ 
ced further measures which are expected 
to yield, net of states’ share, about 
Rs 167 crores in 1970-71, as shown in 
Tabic III: 

Table HI 

Additional Resource Mobilisation 

(Rs crores) 


A. Central Government 

1. Union excise duties 133.3 

2. Import duties 29.8 

3. Income tax 15.0 

Total—A 178.1 

B. Posts & Telegraphs 8.2 

C. Railways 26.0 

Total (A+B+C) 212.3 

Less States’ share 45.0 

D. Additional mobilisation 

(net) 167.3 


As regard states, the measures adopt¬ 
ed by them in 1969-70 are expected to 
yield about Rs 84 crores in 1970-71. 
Besides, the state governments have 
indicated their intention to raise 
another Rs 82 crores in 1970-71. 
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The measures announced by them in 
their budgets for 1970-71 arc, however, 
expected to yield in this year about 
Rs 24 crores only, as shown in Table 
IV. 

Table IV 

Additional Resource Mobilisation by 
States for the Plan for 19707-71 

(Rs crores) 


Estimated 
yield in 
*1970-71 


Agricultural income tax 0.40 

State excise 1.55 

Registration and court fees 0.10 

Tax on motor vehicles 1.65 

Tax on passengers and goods 0.56 

Sales tax 7.88 

Electricity duty 1.51 

Entertainment tax 0.50 

Tax on immovable property 3.17 

Forest 1.40 

Irrigation rates 0.25 

Contribution to GPF 0.70 

Other items 0.45 

Amounts for which details arc 
not available 3.70 


Total 53.82 


Information about additional resour¬ 
ce mobilisation undertaken by state 
electricity hoards and road Transport 
corporation in the current year is not 
available. Besides, the state govern¬ 
ments might also introduce some addi¬ 
tional measures during the remaining 
part of the current year. 

A Review of the Plan for 1968-69 

A fair measure of success was achieved 
in realising the objectives of the Plan 
for 1968-69, according to the Annual 
Plan Progress Report for the year, 
presented to Parliament on August 31. 
In several respects, says the Progress 
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Report, it paved the way for ushering 
fourth five-year Plan. 

The objectives of the Plan for 1968- 
69 were: (a) to stabilise prices 
around the average level reached in 

1967- 68; (b) limit payments deficit 
to net foreign aid available by accelera¬ 
ting exports and speeding up import 
substitution; (c) attain a five per cent 
growth in real national income; and 
(d) maintain about the same rate of 
investment as was reached rn 1967-68, 
despite smaller aid expectations, by 
stepping up the rate of domestic savings 
to 8.5 per cent. 

Rates of Growth 

According to the Progress Report for 

1968- 69, industrial production re¬ 
covered from the recessionary phase and 
registered a growth of 6.2 per cent, ex¬ 
ceeding the target set in the Annual 
Plan. There was, however, a shortfall 
in the realisation of the target for 
growth in national income, due mainly 
to setback in agricultural production, 
following adverse weather conditions. 

Foodgrains production was margina¬ 
lly lower, as the improvement resul¬ 
ting from the extension of new strategy 
was more than offset by the fall in out¬ 
put in areas effected by unfavourable 
rainfall. Sugarcane output was signi¬ 
ficantly up but production of raw jute 
and oilseeds declined. The index of 
agricultural production fell by 1.4 per 
cent from 161.0 in 1967-68 to 158.7 
in 1968-69. 

Real national income rose by 1.8 
per cent only as against the Plan objec¬ 
tive of 5 per cent. The rate of invest¬ 
ment in the economy was, however, 
maintained at 11.3 per cent which was 
the same as in the preceding year. 
This became possible because of a 
marked improvement in the rate of 
domestic savings from 7.8 per cent to 
8.8 per cent in 1968-69. External 
assistance available for the Plan formed 
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only 2.5 per cent of national income in 
1968*69, as against 3.3 per cent in 
1967*68, 

Price Stability 3c Employment Sitnatloo 

The Plan for 1968*69 aimed at 
stabilising the average wholesale price 
index (base 1961-62=100) around 
167.3 which was the average for the pre¬ 
ceding year. The objective was achie¬ 
ved. The average index of wholesale 
prices in fact fell by 1.1 per cent in 
1968*69, as against a rise of 11.6 per 
cent and 13.8 percent during 1967*68 
and 1966-67 respectively. 

The fall was wholly accounted tor 
by a decline in the index for food ar¬ 
ticles which fell by 5.2 per cent, in the 
wake of large output of foodgrains for 
the second successive year. The 
Progress Report also says that the 
economic recovery which began in the 
latter part of 1967-68 resulted in a 
slight improvement in the employment 
situation in the organised sector of the 
economy during 1968-69. 

Outlay and Expenditure 

The Progress Report points out that 
Annual Plan for 1968*69 provided for 
an outlay of Rs 2,337 crores, as against 
an outlay of Rs 2,240 crores in 1967-68 
and Rs 2,145 crores in 1966-67. 
Unlike the previous years, the outlay 
for 1968-69, however, included a 
provision of Rs 140 crores for building 
up of buffer stocks of foodgrains. 

The figure of Rs 2,337 crores was 
later revised to Rs 2,359 crores as a 
result of certain adjustments in the 
Plan outlays of four states, viz., Har¬ 
yana, Uttar Pradesh, West Bengal 
and Tamil Nadu. The increased 
outlays were to be financed by the state 
governments from their own resources. 

The break-up of Plan outlay and ex¬ 
penditure as between the centre, states 
and union territories is given in 
Table V. 

In view of difficult resources position, 
the emphasis during 1968-69, as in the 
previous year, was on completing the 
projects and programmes under way 
and fuller utilisation of the infra¬ 
structure already created. The accent 
was on recuperation of the economy by 
providing for the iramedicate and short¬ 
term needs. At the same time, the long* 
term perspective was also kept in view. 
The need to fill up vital gaps with a 
view to take care of future develop¬ 
ment was a guiding factor in the selec¬ 
tion of projects for inclusion in the 
Plan. Agriculture and related activities, 
such as minor irrigation programmes 
which were linked with rural eiectrifka- 


Table V 

Break up uf Plan Outlays and Expenditure 

(Rs crores) 



1966-67 

actuals 

1967-68 

actuals 

1968-69 

Percen¬ 
tage 
change/ 
col 5 
over col. 

4 

revised 

plan 

outlay 

actuals 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Centre 

1,125 

1,030 

1,320 

1,248 

(—)5.5 

States 

991 

996 

974 

1,068 

(+)9.6 

Union territories 

49 

59 

65 * 

60 

(—)7.7 

Total 

2,165 

2.085 

2,359 

2,376 

(+)0.7 
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tian, were given the highest priority. 
Among social services, family planning 
programmes continued to receive due 
importance. In industry, efforts were 
to be made to achieve maximum utilisa¬ 
tion of existing capacity, to improve the 
performance of public enterprises and 
to encourage increased flow of invest¬ 
ments into these industries which would 
provide inputs for agriculture. The 
overall objective was to secure a feasi¬ 
ble rate of growth consistent with main¬ 
tenance of stable price level. 

It will be observed that in 1968 
-69 there were increases in plan ex¬ 
penditure as compared to 1967-68, 
under all major heads except com- 
muniy development and co-operation 
(— 9.45 crores) and village and small 
industries (—2.13 crores). Substantial 
increases were registered under agricul¬ 
tural programmes, major and medium 
irrigation, industry and mining and 
social services. The decrease under 
community development and co-opera¬ 
tion was wholly under community 
development. The increase of Rs 35 
crores under social services was shared 
by all the constituent services except 
urban development (—27 crores) and 
rural works (—2.3 crores), The ex¬ 
penditure under craftsmen training and 
labour welfare was maintained at the 
previous year’s level. 

As compared to the plan outlay for 
1968-69, actual expenditure was 
marginally higher by 0.7 per cent. 
Shortfalls were recorded under agri¬ 
cultural programmes (5.0 per cent) 
industry and mining (2.7 per cent), 
village and small industry (4.5 per cent), 
transport and communications (6.7 
per cent), and social services (4.6 per 
cent). 

On the other hand, there was an 
excess of expenditure, compared to the 
plan outlay under co-operation and 
community development (+3.5 percent) 
irrigation (+12.8 per cent) and power 
(+ 20.8 per cent) 

The Progress Report shows that there 
was a marked increase in domestic 
budgetary resources as compared to 
the original estimates, as a result of 
which it became possible, despite short¬ 
fall of over Rs 200 crores in external 
assistance, to finance somewhat larger 
Plan outlay than that originally 
envisaged in the Plan. 

At the centre, total revenue receipts 
showed a substantial improvement as 
comparted to the original estimates. 

In the states also, total revenue re¬ 
ceipts were higher than originally antici¬ 
pated: But there was a far greater 
increase in non-plan expenditure, re¬ 
sulting in a decrease of about Rs 30 


crores in the stale governments’ balance 
from current revenues at 1965-66 rates 
of taxation. 

The yield in 1968-69 from the mea¬ 
sures adopted bv the central and state 
governments in '1968*67 and 1967-68 
for raising additional resource* was 
estimated at about Rs 332 crores. The 
fresh measures announced at the centre 
for 1968-69 were expected to bring a 
net revenue of Rs 98 6 crores in that 
year. The yield in 1968-69 from the 
additional resources mobilisation under¬ 
taken by the states in that year was 
estimated at Rs 12.5 crores, which was 
close to the original estimnes. 

Agricultural Production 

The Progress Report for 1968-69 
points out that agricultural production 
suffered during the year due to pre¬ 
valence of adverse weather conditions 
in large parts of the country. There was 
also shrinkage in the total area under 
food, fibre and oilseeds crops. 

However, there was large increase in 
the area under high-yielding varieties 
from 6.04 million hectares to 9.2 mil¬ 
lion hectares in 1968-69. Among the 
individual crops, area under high 
yielding varieties of wheat increased by 
65 per cent, paddy 44 per cent and maize 
33 per cent. There was a fall of 1.2 per 
cent in the aggregate production of 
foodgrains mainly on account of lower 
output of millets and pulses, which are 
largely grown in rainfed areas and are 
subject to the vagaries of mansoon. 

The output of commercial crops, 
except sugarcane, also suffered a set¬ 
back mainly due both to adverse 
weather conditions and diversion of 
land to foodgrains which became mare 
profitable, following the introduction 
of high-yielding varieties. 

The Progress Report also states that 
the overall supply position of foodgrains 
remained relatively easy over the greater 
part of the year. Per capita availa¬ 
bility in 1968 at 453 grams per day 
was higher by 14.4 per cent over that 
in 1967. It also became possible to 
reduce the imports of foodgrains from 
8.7 million tonne-* in 1967 to 5.7 million 
tonnes in 1968. 

Industrial Production 

The revival in industrial production 
which commenced from the last quarter 
of 1967-68 continued during the year 
under review. 

Increased availability of raw 
materials, revival of consumer de¬ 
mand* large export orders, further 
credit liberalisation and fiscal and other 


measures accelerated the pace of indus¬ 
trial recovery. 

Improvement in capacity utilisation 
was noticed in industries such as zinc, 
steel forging*, black and galvanised 
tubes, m :tallurgicHl and other Vivy cq* 
uipment, canmt machinery, b p i and 
station wagons, ball and roller bearings, 
steam and hydroturbines, hydro genera¬ 
tors, electric lamps dry batteries, 
nitrogenous fertilisers certain petro* 
cltenrcals (polyethyleni and synthetic 
rubber), tyre cord, svn'lictic fibres, 
automobile tyres, sugar etc. In case 
of eon'at and alloy to il and stainless 
industries, the capacity utilisation would 
have been higher but for the installation 
of additional capacities towards the 
close of the year. Capacity utilisation 
as well as production declined in the 
case of jute textiles because of the dec¬ 
line in th: production of raw jute. 
Due to high pric-s of raw jute, th? m.lls 
were forced to restrict DfoJucdoa in 
cloiing mmths of 1963-69. Inter¬ 
nal d:muu1 f k jioe muvafactures also 
su'.r-reJ a J:elint. 

Am mg coasum sr durable* tfi; output 
of radio receivers, mitor vehicle* and 
bicycles registered significant increases 
due to increase in dumstic demind. 
Heavy chem'ctU aid allied industries 
also recorded sizable increases in pro¬ 
duction. However, in a number of 
industries such as lead , cast iron pipes, 
steel castingseamless steel tubes, 
cranes, cotton textile michinery, 
printing michinery, road rollers, rail¬ 
way wagons, heavy electric iU, miehine 
tools and precision instruments, reces¬ 
sionary trends persisted. 

Trade Balance 

The Progress Report states that the 
external payments prosition showed a 
distinct improvement during 1968 69, 
as compared to the preceding year. 
The foreign exchange reserves recorded 
an incre.se in all the quarters Qf the 
year, except during October-December 
1968. Over the year, the increase in 
foreign exchange reserves amounted to 
Rs 38.1 crores. The accretion to the 
reserves would have been still larger 
but for a repurchase of Rs 58.5 crores 
from the International Monetary Fund. 
Excluding transactions wth the IMF, 
the overall improvement in the foreign 
exchange reserves in 1968-69 was of 
the order of Rs 96.6 crores, as com¬ 
pared to an improvement of Rs 35.8 
crores in 1967-68. The principal 
factors responsible for the improvement 
in the external payments position in 
1968-69 were a further reduction in 
total imports, combined with a subs¬ 
tantial expansion in export earnings. 

The narrowing of the trade deficit 
in 1968-69 was mainly responsible for 
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the strengthening of the overall pay¬ 
ments position during the year. On the 
basis of customs data, the trade deficit 
in 1968-69 amounted to Rs 552 
crores, as corrtpared to Rs 809 crores 
during the preceding year. Exports 
during 1968-69 rose by Rs 159 crores 
to Rs 1,358 crores from a level of 
Rs 1199 crores recorded in Lie preced¬ 
ing year. Imports, on the other hand, 
declined further by Rs 97 crores from 
Rs 2,007 crores in 1967-68 to Rs 
1,910 crores in I%8 69. 

Exports and Imports 

Referring to exports, the document 
says that they recorded a striking ex¬ 
pansion in 1968-69. At Rs 1,358 
crores in that year, they represented an 
all-time high. Compared to the pre¬ 
ceding year, exports showed a rise of 

13.3 per cent; they also exceeded the 
previous peak reached in 1964-65 by 5.6 
per cent. The improvement was regi¬ 
stered in spite of a rather poor showing 
on the part of two out of the three major 
traditional items of export. 

The bulk of the expansion in export 
earnings in 1968-69 was accounted 
for by a number of non-traditional 
items, such as engineering goods, iron 
ore, iron and steel, chemicals and allied 
products and precious and semi-preci¬ 
ous stones. Sizeable increases in earn¬ 
ings, were also recorded under items, 
such as leather and leather manufac¬ 
tures, cashew kernels and vegetable oils 
and somewhat smaller increases under 
fish and fish pref actions, oilcakes and 
manganese ore. 

Imports during 1968-69 fell by 
Rs 97 crores or 4.8 per cent, as com¬ 
pared to the preceding year. This was 
mainly due to a substantial reduction 
in cereal imports. 

Domestic Savings 

With the improvement in the econo¬ 
mic climate, says the Progress Report , 
the rate of net domestic savings increased 
from 8.2 and 7.8 per cent in 1966-67 
and 1967-68 respectively to 8.8 per 
cent in 1968-69. The falling trend 
in savings observed since the end of the 
third five-year Plan period was reversed. 
The rise was mainly attributable 
to the growth of the private savings from 
6.5 per cent of the national income in 
1967-68 to 7.4 percent in 1968-69. 
Public savings also edged upward from 

1.3 per cent to 1.4 per cent. With the 
increase in domestic savings, invest¬ 
ment also improved in absolute terms, 
though the rale was no larger than 
in the preceding year. 

The rate of investment during 1967- 
68 and 1968-69 remained unchanged 


at 11.3 per cent, as compared with 11.8 
per cent in 1966-67. Public invest¬ 
ment showed a little improvement from 

6.4 percent in 1967-68 to 6.7 per cent 
in 1968-69 but private investment 
declined from 4.9 per cent to 4.6 per 
cent. The improvement in the public 
sector investment in 1968-69 was 
largely due to larger draft on private 
savings by the central and state 
governments. 

The rate of fixed investment in the 
private sector, however, continued to 
be stagnant. External assistance, net of 
debt repayment, was lower than in the 
earlier two years both in absolute terms 
as also'in terms of percentage to national 
income. It declined from 3.6 and 3.5 
per cent in 1966—67 and 1967-68 
respectively to 2.5 per cent in 1968- 
69. 

External Assistance. 

During 1968-69, fresh authorisa¬ 
tions of non-PL 480 assistance amoun¬ 
ted to Rs 870 crores which were higher 
by Rs 398 crores over the preceding 
year. In addition, debt relief in the 
form of re-scheduling and/or postpone¬ 
ment to the extent of Rs 31 crores was 
also received. 

Almost the entire amount of the loan 
assistance was from the Consortium 
countries. The step-up in the loan 
assistance by about Rs 350 crores during 
1968-69, as compared to the preceding 
year, was due mainly to increased 
authorisations by the USA and partly 
to larger allocations by France, Sweden 
and the IDA. The major portion of 
the grant assistance—Rs 53 crores was 
received from Canada. 

Authorisations of PL 480 assistance, 
however, recrorded a sharp decline to 
Rs 72 crores from a level of Rs 243 cro¬ 
res in 1967-68. 

Production of Foodg rains 

India's total foodgrains production 
touched a new high this year with 99.5 
million tonnes. This at 1-time record 
production represents 5.8 per cent 
increase over last year’s 94.0 million 
tonnes. The grain-wise break up is: 
rice 40.4 million tonnes; Jowar 

9.7 million tonnes; Bajra 5.3 million 
tonnes; Maize 5.7 million tonnes; 
Ragi 2.1 million tonnes; Small Millets 

1.7 million tonnes; Wheat 2.0 million 
tonnes; Barley 2.7 million tonnes; 
Gram 5.5. million tonnes; Tur 1,8 
million tonnes; and other pulses 4.3 
million tonnes. 

0 

The total cereals production is 87.8 
million tonnes, which marks a five per 
cent increase over that of the last year’s 


83.6 million tonnes. The total pulses 
produced are 11.7 million tonnes re¬ 
presenting an increase of 12.2 per cent. 

Rice production in the country rea¬ 
ched new record height with 40.4 million 
tonnes; and West Bengal achieved the 
unique distinction of the primary pro¬ 
ducer of rice among all the rice produ¬ 
cing states, with a record production of 

6.4 million tonnes. The second best 
rice producing state is Andhra Pradesh 
(4.7 million tonnes), with Tamil Nadu 

4.5 million tonnes (in the third place), 
Orissa with 4.3 million tonnes, Bihar 
with 4.0 million tonnes, Uttar Pradesh 
with 3.5 million tonnes, Madhya 
Pradesh 3.2 million tonnes, Mysore 
with 2.3 million tonnes and Mahara¬ 
shtra with 1.4 million tonnes rank in 
that order in rice production. 

The state-wise and grainwisse break¬ 
up of the total foodgrain production is 
as follows : (in thousand tonnes) 

Andhra Pradesh 

Rice 4700; Jowar 1351.3, Bnjra 320.0, 
Maize 309.6, Ragi 267.4, Small Millets 
184.7, Wheat 4.0, Barley—; Gram 
20.6, Tur 85.7 and other Pulses 156.3; 
Total 7,399.6 thousand tonnes. 

Assam 

Rice 2057.5. Jowar—; Maize 14.5; 
Small Millets 3.1; Wheat)7.1 ; Gram 
1.0; Tur 2.7; Other Pulses 32.8; Total: 

2,118.7 thousand tonnes 

Bihar 

Rice 4009.0; Jowar 5.1; Bajra 7.5; 
Maize 865.6; Ragi 80.8; Small Millets 
102.5; Wheat 1200.0; Barley 167.0; 
Gram 156.8; Tur 145.4; Other Pulses 
806.0; Total: 2,545.7 thousand tonnes. 

Gujarat 

Rice 447.4: Jowar 386.6; Bajra 
1204.4; Maize 289.1; Ragi 55.4; 
Small Millets 114.7; Wheat 591.6; 
Barley 2.2; Gram 20.0; Tur 43.5; Other 
Pulses 66.1; Total: 3,221.0 thousand 
tonnes. 


Haryana 

Rice 371.0; Jowar 55.0; Bajra 516.0; 
Maize 138.0; Ragi—; Small Millets 0.1; 
Wheat 2119.5; Barley 180.0; Gram 
1143,0; Tur 4.5 ; Other Pulses 40.3; 
Total : 4,567.4 thousand tonnes. 

Jammu and Kashmir 

Rice 482.1; Jowar 0.1; Bajra 7.0; 
Maize 363.0; Ragi—; Small Millets 8.3; 
Wheat 250.00; Barley 10.0; Gram 0.5; 
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Tur 0.2; Other Pulses 30.3; Total 

1.151.5 thousand tonnes. 

Kerala 

Rice 1214.9; Jowar 0.6; Ragi 7.6; 
Small Millets 3.5; Tur 3.5; Other Pulses 
12 . 5 ; Total: 1.242.6 thousand tonnes. 

Madhya Pradesh 

Rice 3201.6; Jowar 1467.5; Bajra 
167.8; Maize 417.7; Ragi 5.4; Small 
Millets 369.8; Wheat 2216.0; Barley 
165.7; Gram 893.2; Tur 318.3; Other 
Pulses 546.1; Total 9.769.1 thousand 
tonnes 

Maharashtra 

Rice 1431.3; Jowar 3214.2; Bajra 
762.9; Maize 57.5; Ragi 130.0; Small 
Millets 85.6; Wheat 390.5; Barley 2.5; 
Gram 101.9; Tur 321.4;,Other Pulses 
416.1; Total : 6.913.9 thousand tonnes. 

Mysore 

Rice 2290; Jowar 1800; Bajra226.6: 
Maize 104.9; Ragi 855; Small Millets 
73.4; Wheat 136.3; Barley 2.9; Gram 
90.7; Tur 124.2; Other Pulses 186.7; 
Total; 5,890.7 thousand tonnes. 

Nagaland 

Rice 49.8; Jowar—; Total:49.8thou¬ 
sand tonnes. 

Orissa 

Rice 4316.6; Jowar 13.5; Bgjra 2.5; 
Maize 60.8; Ragi 159.2; Small Millets 
62.3; Wheat 18.9; Barley—; Gram 13.3; 
Tur 18.6; Other Pulses 367.2 thousand 
tonnes; Total; 5032.9 thousand tonnes. 

Punjab 

Rice 572.9; Jowar 3.0; Bajra 221.9; 
Maize 826.8, Small Millets 0 2; Wheat 
4800; Barley 80.0; Gram 400.0; Tur 
1.0; Other Pulses 30.9; Total: 6,936.7 
thousand tonnes. 

Rajasthan 

Rice 98.9; Jowar 413.9;Bajra 807.8; 
Maize 518.0; Small Millets 19.3; Wheat 
1275.3; Barley 511.7; Gram 782.6; 
Tur 8.8; Other Pulses 313.2; Total: 

4.749.5 thousand tonnes. 

Tamil Nadu 

Rice 4532.2; Jowar 575.1; Bajra 
309.9; Maize 13.9; Ragi 336.7; Small 
Millets 361.3; Wheat0.4; Gram 2.2; 
Tur 24.1; Other Pulses 83.2; Total: 
6.239,0; thousand tonnes. 

Uttar Pradesh 

Rice 3532.9; Jowar 431*4; Bajra 
752,7; Maize 1192.2; Ragi 195.4; Small 
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Millets 317.4; Wheat 6314.3: Barley 
1467.0; Gram 1775.9; Tur 716.1; 
Other Pulses 851.9; Total: 17,547.2 
thousand tonnes. 

West Bengal 

Rice 6350.0; Jowar 0.3; Bajra 0.1; 
Maize 45.5; Ragi 7.3; Small Millets 
7.8; Wheat 400.0; Barley 49.8; Gram 
133.7; Tur 23.4; Other Pulses 345.9; 
Total 7.363,8 thousand tonnes. 

Andaman and Nicobar Islands 

Rice 9.6; Total: 9.6 thousand 
tonnes. 

Dadra and Nagar Havel! 

Rice 10.8; Ragi 1.5; Tur 0.5; Total: 
12.8 thousand tonnes. 


Delhi 

Rice 4.1; Jowar 3.1; Bajra 17.6; 
Maize 0.9; Ragi—; Wheat 69.4; Barley 
2*5; Gram 4.4; Other Pulses 1.2; Total: 
103.2 thousand tonnes. 
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Goa, Daman and Din 

Rice 66.3: Total: 66.3 thousand to 
tonnes. 

Himachal Pradesh 

Rice 113.8: Jowar 0.2; Maize 443.5; 
Ragi 10.6; Small Millets 18.0; Wheat 
300.0; Barley 75.0; Gram 5.8; Tur 0.1; 
Other Pulses 15.3; Total : 982*3 
thousand tonnes. 

Manipur 

Rice 232.0; Maize 12.8; Total: 244.8 
thousand tonnes. 

N. E.F.A. 

Rice 45.2; Total 45.2 thousand tonnes 
Pondicherry 

Rice 55.1; Jowar 0.1; Ragi 4.9; 
Bajra 2.1; Total: 62,2 thousand 
tonnes. 

Tripura 

Rice 234.7; Tur 0.2; Other Pulses 

O. 9; Total 235.8 thousand tonnes. 


Study of Joint Ventures 


The Federation of Indian Cham¬ 
bers of Commerce and Tndustry has pre¬ 
pared five papers for consideration at 
the fourth joint meeting held last 
week in Kyoto, Japan, between Indian 
and Japanese businessmen. One of the 
papers deals with various aspects of 
joint ventures between Indian and 
Japanese companies. It stresses the fact 
that hitherto a majority of joint ven¬ 
tures between Indian and Japanese 
firms has centred in technical know¬ 
how; the number of cases of financial 
participation by Japanese companies 
has been relatively small. Also, Japan 
has emerged as a major exporter of 
capital in Asia in the sixties but our 
country's share has not been large. 
In view of the increasing shortage of 
labour in Japan and the growing require¬ 
ments of the Japanese economy, the 
scope for joint ventures is wide. 

Full text of the paper follows: 

One of the major challenges of the 
present decade is that of bringing pros¬ 
perity and industrial development to 
the developing countries. Establish¬ 
ment of joint ventures in developing 
countries is one of the most elTectiye 
methods of promoting growth, stimu¬ 
lating private enterprise and imparting 
newer forms of production techniques 
as well as participating in commercial 
and financial management. 

Foreign Investment climate 

At the Third Joint Meeting in Decem¬ 
ber 1969, the Indian Delegation had 4 


indicated that relations between the 
two countries must assume the form of 
industrial partnership. The time was 
ripe to make a shift from supplementing 
government credit to greater private 
investment in industry. It is known that 
India is potentially among the largest 
markets in the free world. Unlike 
many developing countries, it has an 
appropriate industrial base and ade¬ 
quate local managerial entrepreneurial 
and technical skills. An organised capi¬ 
tal market and necessary institutional 
framework for the provision of finance, 
both for long-term investment and work¬ 
ing capital exists. Taking note of the 
suggestions made by overseas entre¬ 
preneurs, efforts have been made to 
streamline the regulations and proce¬ 
dures for approval of proposals for 
foreign investment. The Foreign In¬ 
vestment Board set up in December 
1%8 has been granting approvals to 
joint venture agreements within a speci¬ 
fied period of three months. To avoid 
prolonged negotiations with collabora- 
rators acceptable terms, including the 
rate of royalties, permissible in respect 
of specific industries have been spelt 
out. The recent changes in Industrial 
Licensing Policy flow from the con¬ 
sideration of widening the entrepreneu¬ 
rial base in India and of opening vistas 
for new entrepreneurs. Large industrial 
houses can concentrate effort in setting 
up industries in what, is described as 
the “core sector*’. AH in all, good in¬ 
vestment opportunities are available. 
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The task $ chosing a partner has also 
become somewhat easier because of' 
the greater contacts between India 
and Japanese businessmen. The policies, 
especially those relating to tax conces¬ 
sions to new enterprise * arc better 
known. 

Industrial gaps and scope for joint 
ventures 

The fourth Plan ( 1969 - 74 ) presented 
to Parliament in May 1970 indicates 
the gaps in industrial structure. The 
targets for capacity and production in 
core industries have been clearly given. 
On July 20 . 1970 , government issued 
a list of 121 industries in which there 
are technological gaps in the areas in 
which collaboration proposals would 
be welcome. This illustrating list 
is given in Annexure' 1. Members 
of the Indian Delegation would 
be particularly interested in dis¬ 
cussing the scope for collaboration with 
Japan in these and other fields. 

Japan's contributions to India's de¬ 
velopment and the growing scope for 
further co-operation 

In the last decade, the manufacturing 
potential in India has increased by 
about 70 per cent. From January 1957 
to June 1970, about 3,100 foreign colla¬ 
boration proposals have been approved 
by government. Of this, the number of 
Japanese joint ventures amounted to 
over 270. Indo-Japancse enterprises 
cover a wide range of items such 
as vacuum flasks, fountain pens, 
cables, nylon materials, PVC, electric 
meters, lamps, dyes, industrial 
machinery, electronic components, 
glassware, transformers, sewing mac¬ 
hine needles, power tillers etc. 
Nearly a third of the collaborations 
are in the electric equipment and appli¬ 
ance fields, over 10 per cent in chemicals 
and instruments and the remaining in 
other areas including machine tools etc. 
The know-how supplied has been the 
latest in the technological fields and 
the quality of products and materia] 
consumption efficiencies have been 
found to be even better than the guaran¬ 
teed figures. 

The Indian delegation would like 
to point out, however, that the bulk 
of the agreements numbering over 270 
with Japan is in respect of providing 
technical know-how. In other words, 
financial participation is there only in 
a limited number of about 50 ventures. 
According to latest available informa¬ 
tion Japan's share of total foreign private 
investment in India from all countries 
is only 3.7 per cent. While Japan 
emerged as a major exporter of capital 
in Asia in sixties, her share in so far as 
India is concerned, has been rather 
small. Between 1955 and 1965, total 
outstanding Japanese overseas invest- 
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ment increased from $20 million to 
$1386 million. India’s share in this 
was only 6.5 per cent. Sine? then the 
percentage share has declined further. 
It is well-known that enduring relation¬ 
ship and a sustained interest can be 
built only on the basis of financial 
participation. Such participation can 
meet the needs of capital equipment 
easily. Secondly, the delegation would 
like to urge that area of participation 
which has been now gradually extending 
to spheres other than the simpler forms 
of production of consumer goods, 
should be accelerated to cover sophisti¬ 
cated fields. The value of Japanese 
participation would be great in spheres 
like pctro-chemicals, and electronics 
through which technological achieve¬ 
ments of Japan can be imbibed by 
Indian industry. The third point con¬ 
cerns the infinite scope for co-opera¬ 
tion in the establishment of joint ven¬ 
tures in India for exports to Japan and 
to third countries. Japan has demons¬ 
trated a unique genius for promoting 
development in a large number of other 
countries for meeting the basic and 
essential requirements of the Japanese 
economy In the changing situation 
where new demands arc arising in Japan 
and there is, at the same tims, a shortage 
of labour developing, the scope for 
collaboration is vast. Certain fields have 
been identified in this regard which in¬ 
clude items such the following: 

Steel forgings; Sewing machine com¬ 
ponents; Case iron components; Bi¬ 
cycle components; Machine tools; 
Automobile ancillaries; Electronic 
components; Grey iron castings; 
Steel castings; Small tools including 
engineers steel files, spanners, twist 
drills etc. 

Another area in which there is increas¬ 
ing scope for co-operation is in the 
field of dyestuffs in regard to which 
recently a leading Japanese manufac¬ 
turer is reported to have come to the 
conclusion that it would be necessary 
to collaborate with manufacturers in 
other countries to supplement the pro¬ 
cesses, equipment and products in the 
field of dyestuffs and intermediate 
manufacturing. Growing labour short¬ 
age and oilier problems which dye and 
intermediate manufacturers are faced 
with in Japan as in other developed 
areas arc perhaps responsible for this 
assessment. 

The Indian delegation would like to 
point out that the Export Policy Reso¬ 
lution issued by government on July 
30, lays special emphasis on continu¬ 
ous development and expansion of ex- 
port-oriened production. To this end, 
procedures relating to forcing inves¬ 
tment, licensing for creation or ex¬ 
pansion of industrial capacity, licensing 
of import of capital goods and raw 
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materials or other inputs are being 
suitably adapted. 

The Indian Delegation would like 
to suggest the setting up of joint ven¬ 
tures predominantly for exports also. 
The question of setting up such enter¬ 
prises in the Kandla Free Trade Zone 
can be considered. 

Under the Vollrath Scheme, the 
Federal Republic of Germany had ex¬ 
tended assistance to India under their 
Technical Aid Programme to locate en¬ 
gineering goods and components whose 
production could be stepped up in In¬ 
dia primarily for exports to Germany 
and to other countries. The aim was 
to organise production according to 
international standards and to develop 
business contacts. This scheme has 
yielded some results. Similar expert 
advice from Japan could be helpful. 

In the context of Regional Economic 
Co-operation in Asia, there is scope for 
development of appropriate production 
programmes between India and Japan. 

India's policy regarding technical know- 
how : 

At the last joint meeting concern was 
expressed at the policy which, it was 
stated by Japanese representatives, made 
it obligatory on the part of foreign 
collaborators to cooperate with one or 
more Indian firms in the same kind of 
product, tt was stated that this policy 
would tend to discourage technical 
collaborations between India and Ja¬ 
pan. The Indian delegation would like 
to reiterate that the policy of govern¬ 
ment is merely to avoid repetitive im¬ 
port of technology. It is designed pri¬ 
marily to encourage foreign know-how 
in sophisticated industrial fields. The 
effort is to maintain an appropriate ba¬ 
lance between encouraging know-how 
from abroad and to promote maximum 
utilisation of domestic know-how and 
services. Our delegation would be 
happy to discuss the effects of this 
policy and if they are found to inhibit 
greater collaboration, every endeavour 
would be made to clarify the position 
in specific cases as well as to approach 
our government to bring about such 
modifications in policy as may be neces¬ 
sary, 

In conclusion, the Indian delegation 
would urge Japanese businessmen to 
promote financial collaboi alien and 
larger investment in profitable projects 
in India. 

ANNEXURE 1 

List of Industries in which there Is 
scope for foreign collaboration 

ENGINEERING INDUSTRIES 
Industrial Machinery 

Cylindrical, tapered, spherical, and 
other special bearings (excluding ball 
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hearings); Selected items of textile ma¬ 
chinery like combers, automatic pirn, 
winding and warp winding machines, 
processing and finishing machinery; 
Jute Machinery (certain selected items); 
Rayon Machinery; Specialised printing 
machinery (for example rotary printing 
presses, offset printing presses and 
composing machinery etc.); Rubber pro¬ 
cessing Machinery; Specialised items of 
Chemical, Fertilizer and Pharmaceuti¬ 
cal machinery; Coal and Ash handling 
plant; Gears and gear boxes; Metallur¬ 
gical equipment including foundry 
equipments (plant and machinery for 
such items as L.D. converters, rolling 
mills, special features of blast furnaces 
for giving improved productivity and 
coke oven by-product Oxygen plants and 
Acetylene plant; Ceramic machinery; 
Pulp and Paper Mill Machinery; Food 
Processing machinery; Accelerated 
freeze drying plant; Mineral Beneficia- 
tion plants; Specialised equipments for 
air conditioning and refrigeration and 
air control equipment such as centri¬ 
fugal compressors, low temperature 
freezers, transport refrigeration equip¬ 
ment, electrostatic precipators, silos 
etc; Mining machinery: Hydraulic 
props and electric drills. 

Electrical Engineering Industries 

Electromagnetic and time relays; 
Railway electrical signalling; HRC 
fuses; Germanium and Silicon Diodes; 
Dry cells and train lighting cells; Elect¬ 
ronic instruments and selected electro¬ 
nic components; Selected measuring 
instruments; Electro-medical, optical 
and dental instruments and equipments 
for medical profession; DC motors and 
controls; Very high frequency electri¬ 
cal equipment; LT and HT circuit 
breakers; Specialised Transformers; 
AC motors above 200 HP; Fractional 
Horse Power motors; Variable speed 
motors; Power line carrier equipments; 
Lightning arrestors; Selected categories 
of insulation material for electrical 
industries; Flame-proof lamp fittings; 
Electric lamps — photo flash pre-focus, 
infra red, ultra violet, mercury vapour, 
telephone switchboard; Lamp compo¬ 
nents (lead-in-wire, filament and floure- 
scent powder); Control of refrigerators 
and air conditioners; Specialised surgi¬ 
cal equipment, such as blades needles 
etc; AC motor starters for motors 
above 30 JIP;Hear-in-aid; Crane Cont¬ 
rol gear; Power capacitors; CTS and 
PTs for measuring and protection. 

Metallurgical Industries 

SG Iron castings; Alloy Iron Castings; 
Non-ferrous semis not produced in the 
country; Machine tools and accessories 
(selected types); Selected cutting tools. 

Other Miscellaneous Industries 

Cast Steel and forged rolls; Silicones; 
Catalysts; Commercial explosives; Wa- 
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tches; Portable typewriters; Electric 
typewriters; Data process ingmachines; 
Calculating and adding machines; 
Precision measuring tools; Programmed 
Control equipment; High duty wivarf 
and floating cranes of all types; Steel 
Mill Cranes (Class IV duty); Earth 
moving equipment (Crawlers, tractors, 
scrapers excavators, heavy duty dum¬ 
pers and haulers, pay loaders, tractor 
showels, tyre mounted cranes); 
Power tiller; Specialised automobile 
ancillaries; Mine safety/rescue applia¬ 
nces; Gas testing apparatus for mines; 
Non-ferrous metals (Copper, Zinc, 
Lead); Iron ore including processes for 
agglomearation of ore fines; Glass in¬ 
dustry; Polished plate glass, laboratory 
glassware and silica ware; Improved 
types of agricultural implements and 
machinery; Pesticides application equip¬ 
ment (Special types); Time-pieces (non- 
conventional); Industrial sewing ma¬ 
chines; Gas appliances; Hair spring and 
other types of delicate and complica¬ 
ted springs; Industrial precision roller 
chains bigger than 5/8’* pitch, simplex, 
x duplex and triplex, bush chains, special 
rollers chains for mechanical handling, 
bush slot bank, trolley conveyor chains, 
hollow bearing pen type chains; Special 
bicycle components, such as multispeed 
hubs with trigger and twist control; 
High pressure pipe fittings of specia¬ 
lised type other than malleable iron 
fittings; Ship chains and alloy steel 
chains other than ordinary mild steel 
welded link chains; 

Sophisticated types of valves 
and cocks; Superior quality sanitary 
fittings; fishing hooks; Dyestuffs and 
intermediates; Iron Ore pelletization 
including production of sinter feed; 
Safety razor blades and safety razors; 
Alloy and special steels including: 
Gold rolled grain oriented sheets. 
Special alloy steel. Tin-free double 
reduced or single side-plated tinplates; 
Coloured galvanised sheets; Plastic 
coated sheets; Other special items of 
steel etc; Wire thinner than 19g and 
special wire; Chemical and Industrial 
Procelain; Welding electrodes (special 
types); Duplicators (special types); 
Machine screws (special types). 

(b) Possibilities in Third Countries 

Discussions at the Joint Meetings in 
the past have indicated that Indo- 
Japanese cooperation can be broad, # 
based to reflect the continuing changes* 
in the economies of the two countries. 
Japan has been progressively adopting 
more sophisticated technology whereas 
India has developed capacity for sett¬ 
ing up industries including those which 
are labour-intensive. In this context, 
the partnership between the two count¬ 
ries can reach new dimensions through 


cooperation in setting up joint ventures 
in third countries. 

Forms of Joint ventures in Third Countries 

Joint ventures in third countries can 
assume different forms such as the 
following: 

(i) Direct participation in joint ven¬ 
tures through supply of equipment and 
finance by Japan to third countries and 
supply of personnel for erection and 
operation of plant etc. by India. 

(ii) Indirect participation through 
supply of components and parts to 
third markets for use in equipment 
supplied by Japan for their joint ven¬ 
tures. 

(iii) Other forms of cooperation in 
joint ventures such as use of Indian 
technological consultancy services. 

(iv) Joint manufacturing programmes 
in Third countries under which India 
could take up manufacture and supply 
of certain labour-intensive components/ 
parts which may go into production of 
equipment (of capital-intensive nature) 
assembled in Japan or in the third count¬ 
ries. 

Direct participation in joint ventures 
in the two forms indicated above is of 
mutual benefit. In recent years, labour 
costs have tended fo rise in Japan and 
it would be expedient and advantageous 
for Japanese enterprises promoted in 
third countries to give processing or 
semi-manufacturing contracts to India. 
India can give assured supplies of both 
components and parts as also in the 
form of technical personnel which can 
erect the plants and operate it on terms 
which can be more economical than 
if Japanese technicians are sent to 
these markets. This is so especially in 
countries where through establishment 
of joint ventures abroad by India, cer¬ 
tain amount of expertise has been ac¬ 
quired in India. 

As is known, India is now in a posi¬ 
tion to undertake turn-key projects 
abroad including the preparation of 
feasibility studies, blue prints, supply 
of materials, their installation and 
maintenance etc. This being the case, 
a mutually satisfactory arrangement 
can be evolved on a project to project 
basis. 

As regards co-operation in the field 
of technological consultancy, it is 
possible that on behalf of Japanese 
enterprises, India can prepare feasibility 
studies in which joint co-operation can 
be conceived from the very beginning. 

Some of the areas which have been 
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identified as offering possibilities in the 
direction of joint ventures in third 
countries are listed by way of illustra¬ 
tion as follows: 

1. Setting up high tension power 
transmission line projects in south 
east Asia, west Asia and Africa. 

2. Fertiliser equipment components 
fabricated in India for use in Japanese 
projects in third countries. 

3. Indian participation in equipment 
supplied for manufacture of sugar. 

4* Manufacture of complete pumping 
sets etc. on the basis of supply of prime 
mover from Japan and pumps from 
India. 

5. Participation for enlargement of 
transport. & communication network 
in developing countries. 

The complementary nature of the 
economies of the two countries offers 
considerable scope for co-operation in 
establishment of joint ventures in third 
countries. It may also be mentioned 
here that in connection with the con¬ 
ference being sponsored jointly by 
UNIDO and F.CAFE in Manila from 
September 23 to 30 to promote specific 
industrial projects in Asian countries, 
Tndia has submitted as list of industries 
in which it can offer turn-key projects 
or supply know-how and/or parts etc. 
The list comprises of the following 
items: 

Sugar; Cement; Sulphuric acid; Po¬ 
wer and industrial boilers; Power plant 
equipment; Transformers, motors, 
starters, switch gears etc Diesel engines; 
Agricultural pumps; Structural fabri¬ 
cation; Distilleries based on molasses; 
Textiles; Petroleum refinery including 
lubricating oils; Hydrogenated oils; 
Dyestuffs; Engineering designs for a 
variety of chemical and petro-chemical 
plants. 

There can be considerable scope for 
mutual cooperation between India and 
Japan in setting up these and other in¬ 
dustries. 

(c) Possibilities in shipping business 

Efforts are 'being made to develop 
Indian shipping tonnage to cater to 
about 40 per cent of our overseas trade 
at the end of the fourth Plan and 50 per 
cent ultimately. At present, Indian 
shipping is able to carry only about 18 
per cent of the country's overseas trade. 
In the case of liner trade, the share of 
Indian shipping is 40 to 45 per cent; in 
the case of bulk cargo trade, the share is 
less than 10 per cent. Indian tonnage is 
to be expanded from 2.3 million GRT 


at present to*3.5 million GRT by the end 
of the fourth Plan. It is also envisaged 
that another 500,000 tonnes would be 
on order at that time. Additions have 
to be made in respect Of liners, bulk 
carriers as well as tankers. 

Japanese co-operation can be parti¬ 
cularly valuable in regard to: 

t 1. Shipbuilding. 

2. Bulk cargo movement. 

3. General cargo movement and other 
matters. 

Ship Building 

Co-operation can be specially en¬ 
visaged by Japan accepting orders for 
constructing vessels of the type re¬ 
quired by Indian shipping companies 
on reasonable terms and conditions. 

Japan is the leading ship building 
country in the world now. There are 
several vessels built in Japanese ship¬ 
yards in the Indian Merchant Fleet. 
However, shipbuilding orders from 
India have not been accepted by Japan 
during the last few years. In view of the 
excellent relations between India and 
Japan, it is necessary to end the present 
impasse and to get the tremendous facili¬ 
ties available in Japan thrown open 
for building the requisite type of ton¬ 
nage for India on reasonable terms and 
conditions acceptable to both the count¬ 
ries. All over the world, the ship 
builders give deferred payment facilities 
to the extent of 80 per cent of the value 
of the ship at a subsidised rate of inte¬ 
rest which varies from 5 1/2 to 6 1/2 
per cent. Japanese ship builders are 
offering similar facilities to some other 
countries providing 80 per cent defer¬ 
red payment over 8 years at an interest 
of 6 to 6 1/4 per cent. India should be 
given an equal treatment in this matter 
to enable her to develop her maritime 
fleet. Besides regular liners, India 
needs bulk carriers to deliver raw mate¬ 
rials like iron ore. In this connection, it 
would be worthwhile if ship builders 
in Japan pursuade their government 
not to insist on including the deferred 
payment loans for ship building along 
with yen credits that are granted to 
India. Ships start earning freight in 
foreign exchange immediately and defer¬ 
red payments can be made through such 
earnings in 8 years. It has to be noted 
that other yen credits are extended over 
a longer period. 

II. Bulk Cargo Movement 

Japan buys substantial quantities of 
iron ore from Australia, Braril, India 
and the USSR. Exports of iron ore from 
India to Japan in the current financial 
year are expected to be over 20 million 
tonnes. This figure may increase to 


about 30 million tonnes by 1975. A 
long-term agreement has already Ijeen 
entered into between the Minerals 
and Metals Trading Corporation and 
Japanese steel mills for export of iron 
ore from Bailadila mines to Japan from 
Visakhapatnam, However, the share 
of Indian shipping in transportation of 
iron ore to Japan has been negligible. 
Since Japan generally insists on buying 
ore from India on fob terms, Indian 
shipping has no control in channelising 
the use of vessels for transportation as 
it rests entirely with Japan. By mutual 
understanding 15 per cent of certain 
varieties of iron ore exported to Japan 
is allotted to Indian shipping. The 
Indian delegation would like to suggest 
that the responsibility for the transpor¬ 
tation of iron ore should be shared by 
National Lines of both the countries 
equitably. In this connection, a suit¬ 
able machinery should be established for 
ensuring allocation of bulk cargo mov¬ 
ing between India and Japan to the na¬ 
tional shipping of the two countries on 
an equitable basis. 

III. General Cargo Movement 

There is considerable scope for ex¬ 
pansion and diversification of trade 
and better shipping facilities can help 
in this process. Indian exporters find 
that freight rates applicable to our ex¬ 
ports are on the high side. It might 
be worthwhile to have a Liaison Com¬ 
mittee composed of representatives of 
the Shipping Conferences and the 
Indian export interests to consider mat¬ 
ters of mutual interest. 

Another matter relates to the de^ 
ferred rebate system which maintains 
the hold of the conferences over the 
shippers. There is no provision in the 
system for allowing the shippers to 
opt out of the agreement even by giving 
due notice without losing the accrued 
deferred rebate. Shippers cannot also 
be released from their obligations to 
the conference even when the latter is 
not in a position to provide adequate 
shipping space at the required time. 
This system should be substituted by 
the dual rate system under which there 
should be provision in the contract for 
dispensation in appropriate cases. Re¬ 
commendations in this regard have 
been made in the study by the 
UNCTAD Secretariat and the Japanese 
shipowners should give favourable con¬ 
sideration to them. 

Attention may also be drawn to the 
problem of acute congestion in the 
ports of Yokohama and Kobe, India 
has some conventional type of vessels. 
Since the standing charges of an aver¬ 
age cargo liner amount to about 82000 
per day, it is suggested that th$ Japanese 
ports labour force be augmented for 
handling conventional types of Vessels. 
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a popular stylist 


his styles are the dream; 

he lends the town a * hooting; 
his models are the cream; 



in gay 


GWALIOR SUITING 


GWALIOR SUITING • MEN ARE MEN WHO HAVE AN EYE OF ORIGINALITY 

AVAILABLE IN DELHI AT: 

Mills' Retail Depot. A-25, Connaught Place; Sylco, ll-E, Connaught Place; BhaglrafhrnaJ & 
Sons. Opp. Rank of India. Chandni Chowk; Rajkatnal Emporium. 113-E. Kamla Nagar and other 

leading stores. 

DISTRIBUTORS Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Harnarain. Chandni Chowk; Pindidass Shani & Sons. Katra Ashrafi; S. R. Tratters, Katra Mot.; 
Kalasingh & Sons. Kaira Subhash; Lucky Silk Store. Katra Rathik Anand Prakash & Son*. 
Nai Sarak: Mahindra Cloth House. Chandni Chowk; Ganpatrai Jagdishnarain, Katra Marwarii, 
Sumer Chand Jain. Katra Shahaoshahi; Rugganmal Puranchand. Katra Choban; Shiva Textile. 
Katra Naya. Chandni Chowk, Delhi. 

AGENTS: Gangabishan Bbasin. Krisban Gali. Katra Neel; *S. K. Traders, Katra Neel, 
' Chandni CI>owk-. Delhi. 
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TheMacneill & Barry Group-the management 
professionals meet the needs of the 70’s 



The Group's 
modern management 
techniques hold 
the key to numerous 
problems faced by 
today’s small producer 


The Group anticipates 
rapid development of 
India's small scale indus¬ 
tries during the 70‘s, and 
offers them complete 
marketing services for 
their products* 

The Group's manage¬ 
ment professionals will 
also locate markets, apply 
the latest management 


techniques such as finaft 
cial planning, budgetary 
inventory, production and 
quality controls—in fact 
do everything to tide 
over Initial operational 
problems. 

Justanotherinstanceof 1 
how the Group ts meeting 
the changing needs of 
the 70'$. 


kir Growth 
■V through 
enterprise 

Macneill & Baity Limited ; 1 
Z FaMie ftect, Calcutta 

NMM 
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FULFILMENT OF A PLEDGE 

Two years ago Mr Robert McNamara. President of the World Bank, had told 
the Board of Governors that in the five-year period 1969-73, the Bank should 
lend to the developing countries twice as much as it had in the preceding live 
years. He was also of the view that assistance by the Bank should be directed 
towards those poor nations which needed it most. The report of the Bank and it 
affiliates for the year ended June 30, 1970, shows that the goal set by Mr 
McNamara is likely to be achieved as sharp increases have taken place in both the 
volume and the range of its operations during (he past two years. 

The financial commitments made by the World Bank group attained an all- 
time peak at $2,297.8 million in the year under review which recorded a rise of 22 
per cent over the preceding year and an increase of nearly 100 per cent over the 
annual average for the period 1964-68. The highest allocation at $660,73 million 
was made for transportation, followed by electric power ($537.2$ million) and 
agriculture ($412.88 million). Agriculture is now receiving greater attention as its 
development is considered pivotal for the growth of the economies of the poor 
countries. Education ($ 79.90 million) also is being accorded a higher priority 
in order to wage a relentless war against ignorance and to hasten the process of 
technological development in these countries. 

The developing countries have been increasingly asking for credits from the 
International Development Association (IDA) which has been providing con¬ 
cessionary development finance but whose funds have usually been inadequate in 
relation to the requirements of the applicants. The second general replenishment 
of IDA’s resources at $1,201.4 million last year made it possible for this orga¬ 
nisation to expand its activities further. During the fiscal year 1970, IDA signed 
new credits equivalent to $606 million which brought the total credits by this 
agency to $2,822 million (gross). 

Assistance to our country from IDA has been on the increase. In the fiscal 
year 1970, we received from this agency credits worth $227.5 million which cons¬ 
tituted 37 per cent of the its total commitment of $606.5 million. Again, the total 
commitments by IDA to our country at $1,264.9 million were higher than the 
cumulative loans amounting to $1,087.6 million received by us from the World 
Bank. Mr McNamara's strategy to assist the developing countries through IDA’s 
soft loans is now gaining wide acceptance and we are also likely to profit by 
it. The burden of servicing the debts incurred in the past is however increasing 
year after year, and it is here that we need urgent relief. 

During the year under review, the interest rate on loans by the Bank rose 
from 6i to 7 per cent which is bound to increase the debt servicing burden of the 
borrowing countries. The corner-stone of the philosophy of the Bank being faster 
economic development of poor countries, the rising cost of capital is likely to 
defeat the very objective it has in view. While Mr McNamara needs to be 
congratulated for his efforts in mobilising funds for development, he ought to 
devote more attention to relieving the increasing burden of repayment obliga¬ 
tion of the developing countries. The oppressive character of service charges and 
repayments is illustrated in a telling manner in the case of our country. 
The Planning Commission has estimated that our country would need 
no less than Rs 4,130 crores (gross) of foreign aid (including credits from the 
World Bank group) for the plan period out of which as much as Rs 2,280 
crores would be utilised in debt service payments including both amortisation 
and interest. In other words, more than half of the expected aid would be used in 
debt service payments. It is precisely for this reason that this country is increasing¬ 
ly opting for IDA credits and to a lesser extent for World Bank loans 
whose cost we find extremely harsh. 
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Miles to Go 


The Export Credit and Guarantee 
Corporation Ltd (ECGC) — a Govern¬ 
ment of India concern — has not made 
much progress in its 12 years of work¬ 
ing. According to the latest report of 
the corporation for the year ended 
December 31, 1969, the value of ex¬ 
port business covered by its policies 
and guarantees at Rs 100.78 crores 
corresponded to about 7.3 per cent of 
the total exports at Rs 1380 crores. 
This is hardly a record about which the 
ECGC can feel proud. 

Conceding the point that the value of 
shipments covered by the policies of 
the ECGC as a percentage of total 
export trade of the country was small, 
the annual report of the corporation 
hastens to explain that a substantial 
part of this country’s exports is in 
traditional items in respect of which ex¬ 
porters have old and well-established 
contacts abroad and hence they do not 
feel the need for risk insurance at all. 
Even after taking into account this 
factor the performance of the ECGC 
does not present an encouraging pic¬ 
ture. According to the estimates pre¬ 
sented in the latest annual report of the 
ECGC, the corporation covered last 
year about 20 per cent of the country’s 
exports after making allowance for ex¬ 
ports against letters of credit house-to- 
house business and the large volume of 
traditional item that are exported to 
well known and 8 well established custo¬ 
mers. On present reckoning, the 
ECGC seems to have set the target of 
covering risks up to Rs 500 crores worth 
of this countrys’ exports out of which 
its achievement so far has not been 
more than 20 per cent. What needs to 
be underlined is that the ECGC has 
taken 12 years to cover only one-fifth of 
the exports which in its view should be 
covered by services offered by it. 

The rate of progress of the activities 
of the ECGC such as the number of new 
policies and guarantees issued as well 
as the maximum liabilities undertaken, 
continues to rise year after year (See 
Table I), though 1969 witnessed a slight 
setback. Among the various types of 
services provided by the ECGC the 
most popular has been the straight in¬ 
surance cover for goods exported follow¬ 
ed by “packing credit guarantees”. The 
number of cases of “post-shipment 
guarantees”, “export finance guaran¬ 
tees”, “export production finance 
guarantees” and “export performance 
guarantees” has been relatively small. 

If exporters in our country have not 


made as big a use of the insurance faci¬ 
lities provided by the ECGC as they 
should it is because this pubic sector 
company has not adopted a very helpful 
posture in many respects. For ex¬ 
ample, the exporters find that the pre¬ 
mium rates charges by the ECGC are 
on the higher side. The corporation has 
conceded die point that it has been 
chaining high premium rates. In 1968, 
for instance, the increase in the pre¬ 
mium income of the ECGC was 87.3 
per cent as against a rise of 50.3 per 
cent in the risk value of the policies 
issued by it. In 1969, the ECGC re¬ 
duced its premium rates by 121 per 
cent for medium and long-term business 
with the result that the premium income 
last year rose by 49.3 per cent for al¬ 
most a similar rate of increase in the risk 
value of the policies issued by it. There 
is no doubt that there is room for fur¬ 
ther reducton in premium rates. In 
this connection, it is pertinent to record 
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here the suggestion of Mr Yoshiaki 
Toda df the rank of Japan who in his 
report on “The export credit system of 
India” to the Reserve Bank of India in 
November 1968 had stated that “in order 
to induce increase recourse to insurance 
cover, a reduction in the premium rates 
seems necessary. In this context, the 
introduction of the group insurance 
(or bulk insurance) which is widely pre¬ 
valent in Japan may be considered. If 
the exporters of certain goods could 
establish an exporters’ association, and 
the members of which agree to apply 
for export insurance policies for every 
export, the premium rates to be applied 
could be reduced substantially. Ac¬ 
cording to Japanese experience, the rate 
applied t <f the group insurance policies 
is only 1/5—1/10 of that applicable to 
normal insurance policies”. There is 
great merit in this suggestion; the cost 
of group insurance for each one of the 
new products which are being exported 
would be ridiculously low. It is not 
clear why this suggestion of Mr Toda 
has not been put into practice so far 
by the corporation. 

Also, many exporters have shown re¬ 
luctance to buy insurance cover 


Table I 

WORKING OF ECGC : 1967-69 






Percentage in- 





crease 
In 1969 

In 1968 


1969 

1968 

1967 

over 

over 





1968 

1967 

(a) No. of policies and guarantees 






issued during the year 






(i) Policies 

1,536 

1,353 

1,160 



(ii) Packing credit guarantees 

1,215 

764 

457 



(iii) Post-shipment guarantees 

65 

33 

18 



(iv) Export finance guarantees 

(v) Export production finance 

24 

13 

5 



guarantees 

64 

34 

3 



(W) Export performance guaran- 






tees 

71 

37 

1 



Total 

2,976 

2,234 

1,644 

33.2 

35.9 

(b) Maximum liability under (a) 






above (Rupees in lakhs) 






(0 Policies 

6,401 

3,827 

2.840 



(ii) Packing credit guarantees 

4,699 

3,191 

1,826 



(iii) Post-shipment guarantees 

413 

497 

60 



(iv) Export finance guarantees 

(v) Export production finance 

109 

39 

24 



guarantees 

1,218 

428 

59 



(*v) Export performance gua¬ 


276 

35 



rantees 

475 



Total 

13,315 

8,258 

4,844 

61?2 

70.5 
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for exports through the ECGC as 
the percentage of Ion payable to ex¬ 
porters under the policies issued by the 
corporation was, till 1968, 80 per 
cent for commercial risks and 85 per 
cent for political risks. Last year, the 
percentage of loss payable to exporters 
was raised to 90 per cent for both types 
of risks. Also, a higher cover of 95 per 
cent is available for political risks in 
respect of large export orders covered 
under specific policies. This is no doubt 
a correct decision but the sooner the 
ECGC raises the percentage of risk co¬ 
vered by it to 100 for both commercial 
and political policies, the better it would 
be for the ECGC as it would help the 
corporation in winning the confidence 
of a large number of exporters. 

Another factor which has a sizable 
effect on the volume of the business 
underwritten by the ECGC is the speed 
with which the Claims arc settled. Tn 
regard to risks arising from buyers not 
accepting goods or paying for goods be¬ 
cause of differences over the fulfilment 
of the terms of a contract, the ECGC 
does not have a good record. The cor* 
potation settles the claim only after 
the dispute between the parties is settled 
and the amount payable to the exporters 
is decided. As this procedure takes a lot 
of time, the buyers of insurance cover 
from the ECGC feel that they do not 
receive from it the support to which 
they are entitled. It would, therefore, 
be necessary for the ECGC to make 
arrangements for payment of a claim 
against a guarantee from the exporters’ 
bank to the effect that when final settle¬ 
ment is made, any amount recovered 
from the foreign buyers would be re¬ 
funded to the ECGC. Unless an assu¬ 
rance on this score is given to the bu¬ 
yers of policies issued by the ECGC, it 
will not be possible to win over a large 
number of exporters who have so far 
shied away from it. 

The decision taken by the corpora¬ 
tion last year to do away with the sys- 
stem of classifying commodities is no 
doubt praiseworthy. Until 1966, all 
commodities insured with the ECGC 
were divided into three classes and diffe¬ 
rent rates of premium were charged but 
now a single rate of premium applies to 
all commodities whether they are jewel¬ 
lery and gems or household utensils 
and woollen manufactures. This simpli¬ 
fication has also reduced the premium 
rates for a wide range of items by as 
much as 161 per cent, according to 
the annual report of the corporation. 

The guarantee schemes of the ECGC 
are likely to attract a large number of 
exporters provided its terms and condi¬ 
tions are liberalised. As stated earlier, 
among the guarantees issued by the 
ECGC, the most popular is the 


“packing credit guarantee” under which 
the insured percentage has been raised 
from 66| per cent to 75 “in respect 
of banks which agree to get all their pre¬ 
shipment accounts covered under a 
whole-turnover guarantee.” Because 
the ECGC does not cover 100 per cent 
of the risk under the guarantee scheme. 


the banks feel reluctant to extend ex¬ 
port finance to exporters. The ECGC 
has no doubt realised the force of this 
plea as is evident from its willingness 
to raise the insured percentage from 
661 per cent to 75 per cent. It must 
act boldly and extend this percentage 
to 100 if it wishes to play its rightful role. 


Oil India: Satisfying Financial Record 


Oil India a 50:50 partnership between 
the Government of India and the Bur- 
mah Oil Company, has completed yet 
another year of successful operations. 
Its Chairman Mr Dev Kanta Barooah, 
m a statement to shareholders revealed 
a few days ago that during 1969, the 
sales of crude oil at 2.96 million tonnes 
were 7.25 per cent more than the sales 
in the previous year and only margi¬ 
nally lower than the optimum level of 
three million tonnes per annum envisag¬ 
ed in the charter of the company. The 
sales of natural gas showed an improve¬ 
ment of as much as 23.5 per cent—from 
0.51 million cubic metres per day 
to 0.63 million cubic metres per day. 
These however were much below ex¬ 
pectations as the offtake by the consum¬ 
ing parties was less than what had been 
anticipated. Besides the company 
helped in transporting through its trunk 
pipeline — Nahorkatiya-Moran-Noon- 
mati-Barauni — the crude oil of the 
wholly public sector concern, the Oil 
and Natural Gas Commission, to the 
extent of 1,41,500 tonnes, as against a 
bare 17,500 tonnes in the previous year. 
The improved results shown by the 
company speak volumes of the cor¬ 
dial relations between the management 
and the staff. It may be recalled that 
the year 1969 was a year of many a tur¬ 
moil in Assam including the agitation 
for the demand of a second refinery in 
the state which ultimately brought forth 
a promise from the Government of 
India for the use of an additional one 
million tonnes of crude within the state 
itself. 

The improved sales enabled the com¬ 
pany to reduce its effective price of 
crude oil for the year to R$ 91,55 per 
tonne from Rs 95 per tonne in 1968. 
This effective price was well below the 
import parity cost of any equivalent 
crude at the nearest port i.e. Calcutta. 
In terms of the second Supplemental 
Agreement which was signed by the 
company with the Government of 
India in 1961, the dividend for the year 
has been declared at the ceiling of 13 
per cent net of all taxes. The excess 
profit reimbursed to the two buyers of 
crude oil — the Government of India 
and the Assam Oil Company — accord¬ 
ing to fhe provisions of the above agree¬ 
ment came to Rs 6.3 crores. The go¬ 
vernment received a reimbursement of 


Rs 5.6 crores and the Assam Oil Com¬ 
pany a reimbursement of Rs 73.2 lakhs 
(the reduction in the effective sales 
prices is due to this factor). Sinoe 
1967 when the buyers of the com¬ 
pany’s crude oil became entitled to this 
reimbursement as a result of the provi¬ 
sional crude oil price yielding much more 
than what was required for the declara¬ 
tion of the maximum 13 per cent divi¬ 
dend the total reimbursements made to 

them have aggregated to Rs 17.5 crores_ 

Rs 15.44 crores to Government of India. 
andRs 2.12 crores to the Assam Oii 
Company. These reimbursements have 
more than compensated the two buyers 
for the so-called subsidies they were re¬ 
quired to pay to Oil India in the early 
years of its operation in the form of ret¬ 
rospective upward price adjustments in 
the provisional price of crude oil to en¬ 
able the declaration of the minimum 
dividend of nine per cent (net 
of all taxes) as guaranteed in the 
Supplemental Agreement. The total 
amount made available by the two buy¬ 
ers through retrospective upward ad¬ 
justments of crude prices had amounted 
to nearly Rs 15.47 crores. 


It is indeed gratifying to note that 
the company has been making concerted 
efforts at further exploration so that 
the optimum crude oil recovery rate of 
three million tonnes per annum is main¬ 
tained as long as possible. This is evident 
from the fact that even though during 
the 11 years of its operations up to the 
end of December, 1969, the cumulative 
recovery of oil had been to the order of 
nearly 16.5 million tonnes, the proved 
and indicated future recoverable re¬ 
serves as on January 1, 1970 amounted 
to as such as 40.5 million tonnes. 
When the commercial exploitation of the 
company’s concessions in Nahorkatjya 
and Moran started towards the turn 
of sixties, the proved and indicated 
reserves were estimated at not more 
than 45 million tonnes. During 1969 
Oil India was able to increase the esti¬ 
mated quantity of the ultimately re¬ 
coverable proved add indicated reserves 
by 0.75 million tonnes. The company's 
exploration efforts in the Dum Duma 
concession where exploratory drilling 
was taken up a couple of years ago has 
yielded encouraging results in as much 
as two of the three exploratory wells 



490 

drilled here have shown the presence of 
hydrocarbons. At least another six 
exploratory wfells are proposed to be 
drilled in this concession by the end of 
the current five-year Plan. In the Ningru 
(NEFA) area also the exploration work 
is understood to be progressing well. 
The first two exploratory wells drilled 
here have shown very high gas pressure. 
Despite immense hazards exploration 


At long last, the Reserve Bank of 
India has decided to introduce a Bill 
Market Scheme from the beginning of 
the next busy season on the basis of the 
recommendations of a study group 
which was appointed by it to examine 
this question. The study group con¬ 
sisted of eight members drawn from the 
Reserve Bank of India, the State 
Bank of India and other commercial 
banks and submitted its report in June 
this year. It is obviously expected by 
the monetary authorities that there can 
be a streamlining of the methods of 
lending by the adoption of a system of 
usance bills in respect of sales and pur¬ 
chases of commodities and that, with a 
definiteness about the repayment of 
advances against bills, the system of 
cash credit and limits against book 
debts can be discouraged. The study 
group seems to feel that the present 
system of lending and use of resources 
of the scheduled commercial banks does 
not make for even liquidity within the 
banking system and the refinance faci¬ 
lities provided by the lender of the last 
resort, are utilised mainly by a few major 
banks. 

The recommendations made by prac¬ 
tical bankers deserve to be given a fair 
trial though the critic may be quick to 
point out that the government has taken 
care that the banks do not suffer from 
excessive or even uneven liquidity and 
the problem at the present mo¬ 
ment is essentially one of finding 
adequate resources for meeting the 
need of all classes of borrowers. 
Thanks to the vigorous expansion of 
credit for financing procurement opera¬ 
tions, the increase in the liquidity ratio 
by three per cent during the course of 
this year —* on three occasions by one 
per cent ~ and the liberal policy of 
lending to small borrowers in the prio¬ 
rity sectors, the credit-deposit ratio at 
som; stages was even above 80 per cent. 
Also, in spite of the fact that the slack 
season has run through half of its course 
there his not been any significant im¬ 
provement in the liquidity of the bank¬ 
ing system as borrowings of the sche¬ 
duled commercial banks from the Re¬ 
serve Bunk during the we:k ended 
August 14 amounted to as much as 
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is proposed to be started in none-too- 
distant a future in the Manaboom area 
of NEFA. Extension drilling in the 
Nahorkatiya and Moran concessions 
is proposed to be carried on as long as 
any indication of oil structures is there 
in this area. Along with this extension 
driling secondary measures are being 
adopted to recover as much oil as possi¬ 
ble from the presently oil-yielding wells. 


Rs 224.35 crores while these were only 
Rs 81.60 crores in the corresponding 
week in 1969. 

It must be pointed out, however, 
that heavy borrowing would not 
have been necessary but for the siz¬ 
able procurement operations in May 
and June and the financing of these 
operations mainly by the State Bank 
of India up to now. This form of assis¬ 
tance has obviously been responsible 
for the over extended position of the 
State Bank of India which during the 
week ended August 7, had borrowed 
as much as Rs 187.58 crores against 
the total liability of Rs 232.35 crores 
of all scheduled commercial banks 
in the same week. This would 
clearly suggest that other banks 
had borrowed only Rs 44.77 crores. 
Even here, some banks might have 
borrowed more than others and some 
institutions may not have borrow¬ 
ed at all but it is necessary to bear in 
mind that in former years banks were 
usually having huge surplus resources 
abot;t this time of the season and with 
the exhortations of the Reserve Bank 
there were'sizable investments in trea 
sury bills or government securities with 
net sales being effected by the Reserve 
Band out of it holdings. The develop¬ 
ments in the last and current slack 


The position in regard to prices and delive¬ 
ries, as revealed in the report, is disquieting. 
There appears to be no chance of getting 
textile machinery which is most urgent for us 
from either Britain or U.S.A. under two years. 
In this connection, it is worth recalling Mr 
Sarker's advice. He is'reported to have ob¬ 
served: “In the matter of obtaining machinery 
from abroad the Government of India have an 
important part to play. In view of the heavy 
demand from various countries for capital 
goods and the continuance of controls parti¬ 
cularly in U.K., the quicker availability of cer- 
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seasons however, indicate that there 
may not be a reversion to the earlier 
pattern of the busy and slack seasons 
and that it will be difficult to avoid net 
lending by the Reserve Bank even with 
an evening out of liquidity within the 
banking system. The position may get 
corrected only when there is increasing 
monetisation of the economy and the 
steps that are now being taken to mobi¬ 
lise additional resources prove fruitful. 

There is all the same need for proper 
management of available resources and 
the Bill Market Scheme would have 
served a useful purpose if, as a result of 
the higher liquidity gained by the issue 
of usance bills, there could be a reduc¬ 
tion in the cash ratio and an increase 
in investments of government and 
approved securities. In that event, 
apart from a fairly high level of advan¬ 
ces, there could be larger investments 
in government securities even with the 
same liquidity ratio. But the question 
is whether banks can theortically peg 
advances at 72 per cent of available de¬ 
posits or at a slightly higher level in¬ 
cluding paid-up capital and reserves 
and avoid altogether borrowing from 
the Reserve Bank under the Bill Market 
Scheme. It can be straightway stated 
that the scheduled commercial banks 
will find it difficult to avoid borrow¬ 
ing heavily from the banking system 
during the busy season and even 
eliminate it completely in the slack 
season in spite of stricter discip¬ 
line with the introduction of the 
Bill Market Scheme. The attempt to 
bring about a better use of resources 
will certainly be worthwhile if in the 
process there was greater velocity of the 
funds at the disposal of lending institu¬ 
tions. It is expected that in the 1970- 
71 busy season there will be an unpre¬ 
cedented squeeze in the money market 
and with the sugar industry likely to 
accumulate further stocks and the need 


tain types of machinery wil depend upon the 
influence which the Government or India 
will be able to bring upon the Governments 
of U.K. and U.S.A ” We ffifly endorse the 
view; indeed the Indian textile industry was 
overworked terribly as part of the general Allied 
war effort. Britain and America owe a respon¬ 
sibility to rehabilitate it immediately. But 
unless this Government is replaced by a more 
competent and representative Government, it is 
useless to pin much hope on their action. Indian 
industrialization is likely to he delayed unless 
conditions alter rapidly in the external world* 


The Bill Market Scheme 
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to handle larger cash crops, borrowings 
may exceed even Rs 450 crores at the 
peak of the season, unless there was an 
attempt in the meantime by the govern¬ 
ment to relieve the banking system of 
its responsibility to finance procured 
food stocks to a certain extent. Even 
then with the known anxiety of the 
government to reduce,its overall deficit, 
there may not be a net reduction in ad¬ 
vances to the Food Corporation oflndia 
by more than Rs 50 crores. 

There will, therefore, have to be 
fresh borrowing of the order of Rs 400 
crores and if it is borne in mind that at 
the beginning of the last busy season 
banks were in a fairly comfortable 
position (which is not so now) aggregate 
borrowing may be nearly Rs 500 
crores, working out to about eight per 
cent of net deposits of member banks. 

The question is to what extent there 
can be a reduction in these borrowings in 
an active bill market and whether there 
can be an augmentation of the pool of 
resources thereby. The answer will be 
readily in the negative as the Life fn- \ 
surancc Corporation, the Unit Trust of 
Tndia and others are already keeping 
with the banks their surplus resources 
in the form of short-term deposits or 
money at call. The statutory financial 
corporations may have surplus resources 
because of the absence of a large number 
of applications for financial assistance. 
These resources have already been in¬ 
vested in government securities or kept 
with banks. All investible funds are 
therefore coming into the money market 
in some form or other. There can thus 
be an increase in the net amount avail¬ 
able for lending only with a lower cash 
ratio and a quicker use of existing funds. 
The usance bills will cover, as stated ear¬ 
lier, transactions in respect of pur¬ 
chases and sale of goods and the Re¬ 
serve Bank has reserved the right to 
itself to exclude some commodities, 
which may be notified from time to time, 
from the scope of the scheme. These 
commodities will be excluded if it was 
found that, on account of shortages, 
it was necessary to restrict bank credit 
against them. The currency of the bills 
normally be 90 days when they are dis¬ 
counted and in exceptional cases 120 
days. 

The objective of the Reserve Bank 
is probably to ensure ultimately uni¬ 
formity of trade practices and avoid 
unnecessary building up of inventories. 
For sometime past, an attempt has been 
made to regulate cash credit limits by 
keeping a check on inventories and find¬ 
ing out whether stocks of stores and 
spare parts were not unnecessarily 
large. Borrowers have also been told 
that cash credit may not be available 
against inventories which are considered 
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as forming part of fixed assets and that 
the industrial units concerned should 
raise their own resources for holding 
these special inventories through a plou¬ 
ghing back of profits on a larger scale 
or the raising of capital in the form of 
debentures wherever possible. 

It is needless to say that the efforts 
to reduce inventories will succeed only 
if there was readier availability of raw 
materials and components from indi¬ 
genous sources and the import licensing 
policy also encourages a feeling that 
there may not be difficulty in getting 
imports of critical raw materials and 
components. If the licences could be 
issued liberally and cashed conveniently 
and there was also no need to accumu¬ 
late large stocks of items available from 
indigenous resources, there can cer¬ 
tainly be a reduction of pressure on the 
banking system and available resources 
can be made to go a much longer way. 
However, with the bottlenecks in the 
way of stepping up production, fitful 
import licensing and a growing demand 
for consumer and durable goods, the 
efforts to reduce inventories may not 
yield the desired results unless there was 
a distinct improvement in the internal 
economic situation. 

Thus, immediately the new scheme 
can result only in a streamlining of trade 
practices and induce a greater sense of 
discipline. But it is difficult to sec how 
there can be a net increase in Icndable 
resources by more than Rs 40 crores 
roughly, 10 per cent of total advances. 
This may, nevertheless, be considered 
a distinct gain and it may also be ar¬ 
gued that there will be an opportunity 
for reducing the burden on the banking 
system by the discounting of bills with 


new lenders such as the Life Insurance 
Corporation, statutory financial cor¬ 
porations and others, though the re¬ 
sources of these institutions had been 
made available in some form or other 
to the primary lenders. In the absence 
of new institutions which will oe pre¬ 
pared to engage themselves in the dis¬ 
counting of bills with their own resour¬ 
ces, there may not be any net ad¬ 
vantage accruing to the money market. 
If as a result of the liquification of cash 
credit and book debts through the issue 
of usance bills new discount houses and 
acceptance houses can be promoted a 
big step would certainly have been taken 
to broaden the base of the money mar¬ 
ket. Some of the institutions whose 
banking businesses have been taken 
over by the government and who tire 
thinking of utilising in some manner 
the compensation paid to them, may 
turn themselves into discount houses 
or other agencies. In that event, addi¬ 
tionally about Rs 30 to 40 crores will 
be available which with the saving 
that can be secured through a better 
management of existing funds, can be 
helpful in reducing the load on the Re¬ 
serve Bank by about Rs 100 crores at 
the outside limit. The introduction of 
the new scheme in the next busy season 
may therefore, have far-reaching con¬ 
sequences over a period and, if it suc- 
eeds in bringing about n new outlook, 
the efforts of the monetary authorities 
would have been worthwhile. It will 
be incorrect, however, to entertain ex¬ 
aggerated expectations as the best re¬ 
sults can flow only if there was a highly 
integrated credit structure and the in¬ 
dustrial sector also can function more 
efficiently and account for a much larger 
output of goods of different types than 
it is capable of now. 
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Sad Story of Indian Steel 

K- S KRISHNA MURTHY 


According to a recent research study, 
the total installed capacity of the main 
steel producers in India is about 10 
million tonnes of ingots or about seven 
million tonnes of finished steel. Expec¬ 
ted steel production m the current 
year is of the order of five million tonnes 
of finished steel or.about 71 per cent 
of the installed capacity. This means 
that nearly one-third of the installed 
capacity remains unutilised. 

With a backlog of 1.4 million tonnes 
of unexecuted orders last year, the 
actual demand for finished steel for the 
current year is placed around seven 
million tonnes. After allowing for ex¬ 
ports of 240,000 tonnes and imports of 
500.000 tonnes, the gap between demand 
and supply will be about 1.7 to 2 mil¬ 
lion tonnes or about 25 per cent of the 
actual demand. The gap will be alarm- 
ingly high with respect to alloy steels 
such as high speed steel and stainless 
steel in respect of winch the indigenous 
manufacturing units have miserably 
failed. 

India's place in the world of steel in 
1967 was almost at the bottom (see 
Table below) ; 


Per Total Actual 

Capita produc- consump- 
con- lion lion 
sump¬ 
tion 

(kg) (Mil- (Million 
lion tonnes) 




tonnes) 


USA 

634 

115.4 

126.2 

Sweden 

C/cchoslova- 

589 

4.8 

4.6 

kia 

583 

10.0 

8.3 

Japan 

West Ger¬ 

513 

62.1 

51.2 

man v 

476 

37.7 

28.5 

USSR* 

415 

102.2 

97.7 

UK 

388 

24.3 

21.4 

India 

13 

6.4 

6.4 


The union Minister of Steel and Heavy 
Engineering Mr B.R. Bhagat explained 
at Calcutta the other day the objectives 
of ihe government in relation to policy 
on steel. The first was to maintain 
full production in Ihe existing plants. 
This would mean the production of at 
least a million tonnes more of steel im- 


Mr K. S. Krishna Murthy is the 
general manager of Jairamdas Udyog 
Private Ltd. 


mediately, relieving thereby the present 
scarcity appreciably. The second was to 
commission the Bokaro Steel Plant 
according to schedule. The third was 
to regulate the supply of steel, which had 
become scarce, according to a strict 
priority. 

Government Support Assured 

Mr Dinesh Singh, Minister for In¬ 
dustrial Development, has assured the 
industry of government’s full support 
to the engineering industry in its plans 
for accelerated growth and ambitious 
exports. The engineering industry 
which has just recovered from the dis¬ 
astrous effects of recession is facing 
acute shortage of steel. According to 
the Chairman of the Engineering 
Export Promotion Council (EEPC) the 
monthly allocation of billets to the 
council for distribution to its members 
is hardly 2500 tonnes, against the mini¬ 
mum requirements of 4000 tonnes. 
Even this meagre supply is always de¬ 
layed. 

A latest study of the export of hand 
tools and small tools reveals some inte¬ 
resting facts. Exports in this category 
rose from Rs 2 lakhs in 1960-61 to 
Rs 2.78 crores in 1968-69. The world 
trade in these tools in 1966 was of the 
order of Rs 375 crorcs. Indian share is 
less than one per cent in this group. 
The EEPC has fixed the export tar¬ 
get of Rs 8 crores for these tools 
and Rs 250 crores for the entire engineer¬ 
ing industry in 1973-74. These will 
remain paper targets unless some miracle 
happens. 

The ovisting shortage may be relieved 
to a large extent if various categories of 
steel required by the engineering in¬ 
dustry and in required quantity are 
imported. But there is a world-wide 
shortage of steel. The only solution to 
this problem both from short-term and 
long-term points of view is to maximise 
domestic production by making opti¬ 
mum utilisation of capacity, coupled 
with technological innovation. The 
seminar on the Engineering Industry 
in the Seventies held in New Delhi ear¬ 
lier in August 1970 called for an annual 
increase of 10 per cent in .steel produc¬ 


tion up to the end of the fifth Plan. 
This means doubling the capacity of the 
steel industry. Past experience With the 
building arid management of Hindustan 
Steel, if it is any guide, would not raise 
hopes of increasing production to that 
level. 

The cost of Bokaro Steel Plant has 
gone up from an initial estimate of about 
Rs 640 crores to over Rs 1000 crores. 
One cannot be sure when exactly the 
first kg of steel will roll out of Bokaro. 
We should hope that it does not become 
another Durgapur. The government 
is planning a substantial increase in steel 
capacity in the coming years by the 
construction of a number of new plants, 
but all in the public sector. The Prime 
Minister’s announcement of a steel plant 
each to the states of Tamil Nadu, 
Mysore and Andhra while it is welcome 
so far as it goes, would be converted 
into a reality only if sufficient resources 
are available internally for their comple¬ 
tion. Mr J.R.D. Tata has emphasised 
the fact that the expansion of the exist¬ 
ing plants is less costly and much easier 
to effect, usually requiring only a small 
increase in labour force and practically 
none in management. While the expan¬ 
sion of the existing public sector plants 
has been slow for various reasons, no 
advantage is being taken of the poten¬ 
tial of the private sector plants. Mr Tata 
says that the country’s larger interests are 
being sacrificed at the altar of ideo¬ 
logical dogma and the government's 
whims and fancies. No sane person can 
disagree with this assessment. 

Need for Efficiency 

Mr K.T. Chandy, Chairman of the 
HSL said recently that the expansion of 
the Bhilai Steel Plant from 2.5 to 3.2 
million tonnes by the end of 1971 
would cost only Rs 40 crores and a 
further Rs 200 crores to expand it to 
4.2 million tonnes capacity. Expansion 
of the existing units and cent per cent 
utilisation of these units in both the sec¬ 
tors should have been the hallmark of 
the government's policy for the next 
two years at least instead of adding to 
the national loss in the form of Bokaro 
Steel Plant. Experience of steel manu¬ 
facturers in the UK and other count¬ 
ries indicates that small plants specia¬ 
lising in certain types of steel could be 
very efficient and economical. Examples 
are Firth and Brown and Samuel Osborn 
and Dormer of the UK. What is hap¬ 
pening in India? We are putting alt the 
eggs in one basket. The alloy steel 
plant at Durgapur is only fattening its 
order books and has not been able to 
supply any goods against pending or* 
ders, some of them more than two years 
old. There are hundreds of steel rolling 
mills in the country which can be made 
to put up plants for melting and purify¬ 
ing steel from pig iron. Domestci 
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supplies could be augmented to some ex- non-delivery of steel according to 

tent by permitting the electric arc schedule. Besides, those who are able to 

industries to convert scrap into billets collect ready cash will have a terrific ad- 

so that the existing idle rolling capacity vantage over the bona fide consumers 

can be utilised. and dealers. It is not understood how 

the government could think of such an 
The government’s steel distribution unfair distribution policy which is sure 

policy has come under severe fire in to encourage the black market in steel 

the last few months. It is claimed that which already exists. It is some conso- 

the new distribution policy is meant lation that the JPC relaxed subsequently 

especially to help the actual users and the stipulation for payment of earnest 

the small producers. The Steel Priority money along with indents for steel 

Committee (SPC) is to control the items. 

Joint Plant Committee (JPC) and yet 

has no representatives from the orga- A lot can be said on the frequent 
nised consumer interest. The indenting changes made by the government in 

procedure is cumbersome and obnoxious, respect of the reimbursement of the 

A considerable time lag would difference between the domestic price 

intervene between the placing of and the international price, import li- 

orders and the receipt of steel by the cences, fixation of drawback rates, settle- 

producers. ment of claims, application for expan¬ 

sion and diversification of industries. 
The demand for security deposits — While the steel shortage is going to live 

15 per cent from actual users and 25 with us at least for a decade more, why 

per cent from dealers — will absorb cannot the government remove some 

almost the entire working capital of of the vexatious and procedural handi- 

small consumers without any guarantee caps and develop a streamlined distribu- 

of supply on time. There is no penalty tion and licensing policy with no politi- 

clause imposed on the supplier firms for > cal overtures or dogmas? 

Seven Years too Late 

R- V- MURTHY 

Except fox the fact that the new busi- ratio is likely to more than offset their 

ness of the Life Insurance Corporation good effect, at any rate so long as in- 

of India (LIC) crossed the coveted flationary conditions persist. Mr Pai 

Rs 1000-crorc mark, albeit some seven spoke at the Board meeting of the LIC 

years too late, and the slightly improved having shifted its emphasis “from poli- 

tempo of settlement of policy claims, cies to persons’ 1 , but it seems more cor- 

only to be expected in the context of the rect to say that the emphasis has 

repeated stress on this specific aspect of shifted from “policyholders to 

the LIC’s working by Mr T.A. Pai, the people”. While the LIC is intc- 

new chairman, the progress made by rested in mobilising the peoples’ sav- 

the LIC during 1969-70, according to ings and expects the policy holder to 

the annual report and audited accounts play his part in this task directly, the 

of the corporation for that year as overall aim is to help accelerate econo- 

adopted at the LIC Board meeting on mic growth, the benefits of which are 

August 31, 1970, and released to the bound to percolate to the policy holder 

press the other day, has more or less also, though indirectly, 

maintained the familiar pace and pattern. 

Of course, it would take a little more Decline in Lapse Ratio 
time before all the beneficial effects 

of the continuing favourable economic It is note worthy that, due to the spe- 
conditions in the country and the dy- cia j efforts of the Corporation, the 
namic personality of the new chairman lapsc ratio declined from 6.3 per cent 
make their combined impact. in to 5.9 per cent in 1969-70. 

(It had came down from 7 per cent in 
What ever the impact, in so far as the 1967-68 to 6.3 per cent in the preceding 

expectations of a reduction in the rales year) and that the chairman hopes fur- 

of premium or a rise in the rates of ther to imrpove upon this performance 

bonus distribution are concerned, it by means of the several campaigns he. 

would seem, the policyholder will do has outlined to promote insurance- 

well to stop bothering about, if he does consciousness among the people, 

not want to feel frustrated or embittered Similarly, thanks to the more or less 

in the event. For, though the lapse general upward trend in interest rates, 

ratio and mortality experience may im- the corporation realised on its mean 

prove and the net rate of interest income life insurance fund a net rate of 5.57 

also may continue to rise, the unpredic- per cent (gross rate 6.06 per cent) in 

table behaviour of the renewal expense 1969-70, as compared to 5.31 per cent 


(5.94 per cent gross) in 1968-69. (Mr 
Pai has, with his extensive banking 
background. lost no time in making 
sure of other interest income by raising 
the effective rate of interest on mortag- 
age loans and imposing a levy up to 21 
per cent in case of default in place of the 
rebate of one per cent, that was being 
allowed all along for punctual payment). 
Mortality experience too must be pre¬ 
sumed to have been favourable (i.e. 
more than has been assumed actuarily) 
although death claims in 1969-70 at 
Rs 18.29 crores were slightly higher than 
the preceding year’s figure of Rs 15.61 
crores (perhaps a reflection of the special 
efforts made to settle claims expedi¬ 
tiously). We should be soon having the 
valuation report which will throw fuller 
light on this aspect. 

As against these welcome features 
must be set the unpredictable overall 
expense ratio, which for the year under 
review (for life business only) worked 
out to 27.69 per cent as against 27.54 
per cent for 1968-69. The renewal ex¬ 
pense ratio also was higher at 16.15 
per cent as against 15.91 per cent in the 
preceding year (though the statutory 
ratio is still supposed to be 15 per cent 
only). LIC chairman may change, but 
the way in which such rises are explained 
away seldom does. Last year, Mr 
M.R. Bhide, the then LIC chairman, 
stated that although there was a slight 
increase, it could be considered as “not 
unsatisfactory” in view of the prevail¬ 
ing inflationary sifuation in the country. 

Marginal Renewal Expanse Ratio 

This year, Mr Pai has said the rise in 
the renewal expense ratio can only be 
considered “marginal”, considering the 
prevailing inflationary conditions and 
their effect on staff salaries and allow¬ 
ances, as also increases in other items 
of expenditure. And this has happened 
in spite of a further reduction in the 
total number of employees to 51,338 
as on March 31, 1970 and more pro¬ 
gress in electronic data processing. The 
reduction in staff, we are told, is due 
to the complete stoppage of recruitment 
in the cadre of development officers, but 
if the gospel of insurance has to be 
carried to every nook and corner of the 
country as Mr Pai wants, the LIC has 
to step up the pace of recuritmcnt of 
development officers to make up for the 
current phase of cessation. Moreover, 
as Mr Pai himself disclosed, the LIC 
is being saddled with recurring addi¬ 
tional annual expenditure of some Rs 
5-6 crores due to settlements with one 
section of its staff, besides what is to 
come when the dispute with the steno¬ 
graphers is settled. All this is bound to 
tell on the expense ratio, notwithstand¬ 
ing the pledge of all the LIC unions 
*‘to co-operate in creating a healthy 
climate of industrial relations with a 
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view to improving the efficiency of the 
corporation and its service to policy 
holders ” 

To turn now u> the main features of 
the LIC's working in 1969-70. The 
corporation completed a new business 
of Rs 1,036-OS erorcs under 1 i.Oi Jakh 
policies. The corresponding figures for 

1968- 69 were Rs 929.35 erorcs under 
14.54 lakh polices, which explains the 
higher per policy amount (Rs 7,394 in 

1969- 70 as against Rs 6,390 in 1968-69). 
The fall in denomination in the per¬ 
centage of the total number of new poli¬ 
cies from 74 in the previous year to 
last year also reflects the trend in favour 
of larger sized policies, a healthy trend 
that is bound to continue until perhaps 
some young turk gets a brain wave to 
suggest a ceiling on the size of life in¬ 
surance policies. 

Of the total number of policies issued 
in India, 56.9 per cent were sold to per¬ 
sons insuring for the first time. (In 
1968-69, this percentage was higher at 
68.5). The total number of non-medical 
policies—64.5 lakhs—however, constitu¬ 
ted a higher percentage of the total num¬ 
ber of policies issued in India (46.2 per 
cent) than in 1968-69(45.8 percent). The 
Salary Savings Scheme continued to 
make headway with 3.76 lakh policies, 
as against 3.74 lakh policies in 1968-69, 
the respective amounts insured aggre¬ 
gating Rs 177.33 crores and Rs 164.96 
crores. Despite its efforts to penetrate 
into the rural areas and the chairman's 
observation that the scheme of collec¬ 
tion of premia through selected post 
offices in these areas operated satis¬ 
factorily in 15 states, the LIC could 
account for only 71 per cent of the 
total number of policies sold to persons 
insuring for the first time, as against 
81.3 per cent in 1968-69. But this com¬ 
pares favourably with 52.3 per cent for 
the urban areas. 

Expansion of Non-Medical Scheme 

A notable feature is the expansion of 
the non-medical scheme to cover female 
lives. This, together with the increase in 
the limits of maximum sum assured for 
the three different categories (general, 
special, and commissioned officers in 
armed forces), should yield sizable addi¬ 
tions to new business in the current year. 

Meanwhile, as at the end of March, 
1970, the corporation’s total business 
in force was Rs 6,425 crores under 
141,01 lakh policies. On March 31, 
1969, the figures were Rs 5,725 crores 
under 134,53 lakh policies. The pre¬ 
mium income rose from Rs 234.78 
crores to Rs 260.41 crores, while other 
income (interest on loans, rents from 
properties, dividends from investments, 
etc.) went up from Rs 67.95 crores to 
Rs 78.43 crores. 

Of special interest always, to policy 
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holders and others alike,, is the posi¬ 
tion as regards the corporation’s 
investments, the more so as ideas on 
these investments seem to be under¬ 
going a distinct change. While lip 
sympathy continues to be given to con¬ 
siderations of yield and safety, there is 
shift in favour of investments with 
greater social rather than purely econo¬ 
mic benefit. Mr Pai said that, *‘While 
safeguarding the interests of the policy 
holders, the corporation continued to 
play its role in the social and economic 
development of the country”. The total 
book value of the LIC’s investments as 
at the end of March, 1970 was Rs 
1,528,66 crores, that is a rise of Rs 
169.71 crores over the position as on 
March, 1969. Of this 73.6 per cent 
(73.1 per cent) 9.5 per cent as in the 
public sector (8.6 per cent) in the co¬ 
operative sector 0.4 per cent (0.5 per 
cent) in the joint sector and 16.5 per 
cent. (17.8 per cent) in the private sector. 

Thus, while the percentage of invest¬ 
ments in the public and the co-opera¬ 
tive sectors has increased that in the 
joint and the private sector has come 
down. But, like Mr Bhide last year, 
Mr Pai also complained this year that 
he did not receive more applications 


Ours is not the only country with hous¬ 
ing shortage. Even highly developed 
countries such as Japan and Hong 
Kong, in spite of their impressive pro¬ 
gress in housing schemes, are still con¬ 
siderably short of their requirements. 
But there are certain features in their 
schemes which deserve to be emulated 
by us. They are: 

(a) The faster pace of construction. 

(b) The special Housing Bond System 
and Building Site Bond Scheme of 
Japan. 

(c) Liberal amounts placed at the dis¬ 
posal of the Housing Corporation by 
the government. 

(d) Special department in Hong 
Kong to arrange resettlement of squat¬ 
ters. 

(c) The “Tolerated Areas” of squat¬ 
ters. 

(f) The lands acquired, reclaimed and 
levelled where necessary and instantly 
utilised. 

(g) The long-term programmes 
drawn up for housing. 

(h) The method for calculating rents 
of tenements. 

(i) Permission of simple home in- 
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from the private sector. Since last year, 
the position, from the point Of view 
of the private sector, has deteriorated, 
what with the licensing policy and the 
credit policy being unduly loaded against 
the leading industrial houses, who nor¬ 
mally account for the greater number of 
expansions and new projects. However, 
during 1969-70, the LIC agreed to 
underwrite 104 new issues of an aggre¬ 
gate amount of Rs 5,302.18 lakhs. 

For the first time, we arc given details 
of how every rupee of the LIC’s in¬ 
come is earned and spent. According 
to Mr Pai, out of every rupee received 
by the corporation in 1969*70,75.4 paise 
came from the policyholders (i.e. 
directly) and 22.6 paise from interest 
on accumulations of their funds (i.e. 
indirectly) while, out of every rupee of 
the outgo, 27 paise were paid towards 
policyholders’ benefits, 21.1 paise went 
towards expenses of management and 
51.7 paise added to the life insurance 
funds. From the comparative figures for 
the previous year, also given by the 
LIC chairman, the benefits to the policy¬ 
holder improved by 1.4 paise, which is 
really something. But policy holders 
would appreciate having a breakdown of 
these benefits. 


dustries in the tenements in resettle¬ 
ment colonies. 

(j) Different authorities for different 
types of housing required such as the 
Housing Authority for Low Income 
Group and the Feasibility of having a 
high power advisory co-ordinating body 
such as the Hong Kong Housing Cor¬ 
poration. 

(k) Also the Housing Society financed 
by the government for the slightly high¬ 
er income groups. 

In my study of housing schemes and 
visits to housing sites in Tokyo and 
Hong Kong, I found that many of the 
difficulties which we faced, were 
also being encountered by these count¬ 
ries. 

Land is scarce and its cost is pro¬ 
hibitive. It is always purchase by the 
authorities at market price or even at 
higher price to avoid being challen¬ 
ged in a court of law. In view of 
the land problem, buildings are forced 
to more vertical to as many as 15 sto¬ 
reys but they are provided with lifts. 
Much reclaiming of the land has to be 
done at a high cost. Labour costs are 
high. 

The demand for houses is so high that 
in Tokyo for 10,000 tenements, there 


Progress of Housing in Japan and Hong Kong 

HOMI J H- TALYARKHAN 
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Profit from Air Caroo 


If you don't use Air Cargo because you think its 
expensive you could be cheating yourself. 

Some of your profits could be lost on unnecessary 
Inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are not roally a true indication of 
these total distribution costs. Also, because air cargo 
gives you faster, delivery, you get a faster sale and a 
faster return on your investment 

Customers are impressed, further orders are 
encouraged. Suddenly new markets are opened to you. 


Now. if your particular product or 
market won't allow a complete switch 
to air exporting, you still needn't risk losing ordeis 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Atr/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

" You owe it to your profits. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 



Miiia 

EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
ior other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. f 

Extrisions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal piopeit.es needed in a wide range of 
sections—iods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 

do so! Plo.iso write to: 

I’lNDUSTAN ALUMINIUM hindalcq 
CORPORATION LTD. 

Works: Rcnukoot, U.P. 

Offices: BOMBAY 
OELHI-CALCUTTA-MADRAS 
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are more than 1,00,000 applicants but 
the progress of construction in that 
country is much faster than ours. 

The Japan Housing Corporation 
(JHC) has constructed 6,20,000 tene¬ 
ments during the last decade; that 
means, an average of 62,000 tenements 
every year. In addition, the JHC has 
developed 50,000 acres of land. 

The JHC purchases land not only 
for its own housing projects but also 
for public sales of plots for the construc¬ 
tion factories. The tenements cons¬ 
tructed by the corporation are of two 
categories: (a) those on sale under the 
hire-purchase system and (b) those 
given on rent, the latter being a larger 
proportion. 

Family as the Unit 

Constructions vary from tenements 
for single persons to those for families. 
But now the trend is for three-room 
tenements and 70 per cent of the JHC’s 
construction are of such type. The 
average rent is about 40 US dollars for 
a dwelling covering 60 sq. metres. Hire 
purchase scheme is much like ours «— 
on a down payment and equal instal¬ 
ments for 20 years. 

The JHC has a special housing bond 
system for raising funds for construc¬ 
tion of houses for sale. Under this sys¬ 
tem, the corporation selects by lots in¬ 
dividuals who are in dire need of hous¬ 
ing and allows them to deposit money 
by purchasing fixed amount of special 
housing bonds twice a year and to conti¬ 
nue this for two to three years. The 
corporation accords priority to such 
bond holders in the sale of tenements. 
The amount to be deposited by the pur¬ 
chaser of bonds is one-third of the esti¬ 
mated sale price of the dwelling or 
tenement. The balance is paid in equal 
instalments over 20 years. There is also 
the Building Site Bond to facilitate 
systematic acquisition of land. These 
schemes are worth considering in 
our country both for generating funds 
and getting people interested in them. 

Regarding the type of construction, 
the buildings put up by the JHC are 
mostly ferro-concrete but some of them 
are also “pre-fab” pre-cast panel const¬ 
ruction and metal form construction are 
generally accepted techniques but the 
JHC has found that they cannot be 
applied widely. 

Research and studies are being con¬ 
ducted by the JHC all the time. Such 
studies aim at reliable estimation of 
requirements, planning of multi-storied 
apartments and development of design 
techniques and rational construction 
methods. 

At the time of my recent visit, the 
JHC was busy conducting a study 


concerning Promotion of Implementa¬ 
tion and Expansion of Public Facilities 
related with Housing Construction and 
also a study of correlation between build¬ 
ing, land, development of enterprises 
and local government finances so that 
problems relating to public facilities 
relating to the construction of dwellings 
could be tackled. 

The corporation derives its funds from 
government loans, from life insurance 
companies and trust banks and govern¬ 
ment investment. The government also 
gives grants and subsidies out of its 
general account in order to reduce the 
burden on the corporation caused by 
payment of interest on loans.- In 1969 
the corporation’s budget was around 
Rs 300,000 million. 

I inspected a number of housing com- 
lexes put up by the JHC. They have 
plenty of open space, play grounds, 
schools, shopping centres, super mar¬ 
kets, clinics, post offices, municipal 
offices, welfare centres and so on so that 
the colonies provide enjoyable commu¬ 
nity living. 

In addition to the housing projects 
undertaken by the JHC, public housing 
is also extensively undertaken by the 
government aided local bodies which 
cater for low-income groups. I found 
their units larger and the rents higher 
because of the comparatively higher 
income-groups for which they cater as 
against the JHC which constructs tene¬ 
ments largely for the working classes. 

The Government Housing Supply 
System in Japan operates through three 
channels: 

(a) Government-managed apartment. 

(b) Housing Loan Corporation 
financed dwelling and 

(c) Japan Housing Corporation which 
has 4,500 officials and 17 directors but 
is operated by a management commi¬ 
ttee comprising the president and five 
others appointed by the Minister for 
Construction. 

Housing Corporation Advisory Body 

In Hong Kong, unlike Japan and 
our country, the Housing Corporation 
is neither a construction nor an execu¬ 
tive agency. It is purely an advisory 
body which co-ordinates the activities 
of the re-settlement department which 
builds for squatters or unauthorised per¬ 
sons. The Housing Authority builds« 
low-cost houses for low-income groups 
and the housing society is a voluntary 
organisation financed by low-interest 
government loans, providing dwellings 
for slightly higher income groups. 

One-fourth of the population of Hong 
Kong lives in tenements constructed by 


the Resettlement Department, Over 1.1 
million persons have been resettled dur¬ 
ing the last decade and a half by this 
department whose buildings are const¬ 
ructed for them by the PWD. The rents 
in this case vary from Hong Kong $18 
to $40. The Area of dwelling varies 
from 120 to 216 sq. ft. It is less than 
what we consider standard size. 

Removal of Squatters. 

At present, the department has a six- 
year programme for accommodating 
another 400,000 persons from among 
the squatters who have occupied land 
unauthorisedly. But before they are 
removed, alternative accommodation is 
always provided. A unique feature with 
such squatters is that they are allowed to 
remain where they are under the cate¬ 
gory classified as “tolerated” if they are 
included in Squatter Surveys, the last 
of which was made in 1964. 

In Hong Kong the department has 
vigorous Squatter Patrols to prevent the 
coming up of new squatter areas. An¬ 
other feature is that the resettlement de¬ 
partment does not allot tenements 
according to income groups but accord¬ 
ing to the size of the family. 

The rent which is charged represents 
8i per cent of the tenant’s income 
for a built area measuring 180 sq. ft. 
The rents are calculated to cover the 
annual recurrent costs, administration 
costs and to recover capital outlay in 
40 years at 3i% ihterest. Yet another 
feature of the Hong Kong scheme is 
that the simple home industries are per¬ 
mitted to be run in the tenements. 
Five progressive types of housing units 
known as Mark 1 to V have been de¬ 
veloped. They range in area from 60 to 
300 sq. ft. and in rent from Hong Kong 
$9 to $75 a month. 

In addition to what the re-settlement 
department has done, the Housing 
Authority which is fed by public reve¬ 
nue has built low-cost houses for low- 
income groups and has provided homes 
for 135,000 persons costing nearly 40 
million US dollars. Homes for another 
hal f million are under way. The Housing 
Society has built over 20,000 apart¬ 
ments ranging in rent from Hong Kong 
$40 to 170 a month. 

The housing construction in Hong 
Kong is mostly of the conventional re¬ 
inforced concrete material. 

More than 80 per cent of Japan’s 
household have only two children or 
less. Over one million abortions every 
year tend to keep law the rate of rise 
in population with 12,000 qualified gyno- 
celogists, abortions and free use of 
contraceptives have become a way of 
life. 

The Japan Family Planning Associa¬ 
tion works hard to encourage planned 
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parenthood. It puts out a lost of 
literature, films, newsheets etc. about 
family planning and its importance to 
the economy of the country. 

The traffic jams and parking problems 
in Tokyo, Osaka. Hong K<ng, Bang¬ 
kok are worse than ours in spite of all 
the experts. Miles and miles of express 
ways, that is, roads atop the existing 
roads, with numerous inter-sections 
and lanes and alleys, have no doubt re¬ 
duced the problem but they have by 
no means solved it. 

A special Express-ways Corporation 


in Japan looks after this project exclu¬ 
sively and spends huge amount oyer 
acquisition of lands and the construction 
of the elevated roadways. In addition, 
the corporation has also constructed 
underground tunnels with ingeniously 
contrived inter-sections. Every method 
—underground, on the level, above it— 
is tried to relieve the traffic congestion, 
but the ever-increasing number of 
cars creates new problems. They 
constructed an Expressway all the 
way from Osaka to Kobe in eight 
months in readiness for the Expo’ 
rush. 


Model for Optimum 

R N- PANDEY 

Increasing farm production and in¬ 
come is the most urgent need in our 
economy these days. There are primarily 
two factors that have contributed more 
to make this problem so urgent. One 
of these is continuously increasing de¬ 
mand for food and fibre caused by 
rapidly increasing population and the 
other is, considerably low level of per 
capita income. The remedy obviously 
lies in increasing farm production and 
income. This has necessitated a careful 
examination of production alternatives 
and possibilities for increasing the effi¬ 
ciency of resources use in farming by 
optimum combination of enterprises. 

Higher Yield Needed 

Many and varied approaches have 
been employed in the past to tackle this 
fundamental problem of low producti¬ 
vity and income in Indian agriculture. 
The latest strategy of increasing farm 
production and income consists of 
introduction of high-yielding short-duru 
tion varieties of crops such as paddy* 
maize and wheat coupled with appro¬ 
priate agronomic practices. Adoption 
of improved technology, however, 
involves higher investment in inputs 
particularly in seeds, fertilisers, irriga¬ 
tion, plant protection and weed control. 
The level of technology which assures 
higher yield and thereby higher income 
from a crop might not be within the 
reach of a farmer. His resources might 
be so limited that it is difficult for him 
to attain the recommended level of 
technology. Under such circumstances 
the problem is how to maximise farm 
income with the limited farm resources. 
A farm plan envisaging optimum re¬ 
source allocation and enterprise com¬ 
bination is required to solve this prob¬ 
lem 

With the above broad considerations, 
the present study was undertaken in 
the Tarai tract of the state of 


Crops Combination 

* I* J SINGH 

Uttar Pradesh with two main ob¬ 
jectives: 

(1) To study and compare the present 
pattern of resources used and alloca¬ 
tion with crop combinations done by 
the farmers with the farm plans de¬ 
veloped to get optimum combination 
of crops. 

(2) To estimate the marginal value 
productivities of land and capital in 
the Tarai agriculture. 

Data and Methodology 

Four farms having the holdings of 
6.70, 8.50, 20.25 and 26.30 hectares 
were purposely selected. Survey method 
was used, to collect the needed informa¬ 
tion on farmers' resources, their use, 
pattern and productivity during the 
crop year 1967-68. The input-output 
prices used in the study were also for 
the 1967-68 year. 

To analyse the data, linear programm¬ 
ing technique was used. This technique 
permits simultaneous considerations of 
many alternatives available to select 
the profit maximising combination of 
activities (crops). The mathematical 
formulation of model is as follows: 


Maxjmise Z ~~ X Xj Cj 

j-1 

n 

Subject to s XjCj <bi, (i= 1,2,3..k) 

j-1 

n 

S XjCj>bi,(i-k+I s k+2..m) 
j-i 

x, >0,0-1.2, 3.n) 

where 

Z=*total farm income over the cost 
of fixed factors in rupees, 

Xj —level of activity (crop or a crop 
rotation) j (j==i, 2, 3.n) 
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Q«net farm income from one unit 
of j 1 * activity 

bi~the quantity available of i # * re¬ 
source 

bi=mimmum fodder and household 
requirements 

aij=»the amount of i 1 * resource 
required by j** activity. 

Emprica) Results 

Table 1 shows the net income, land, 
labour and capital use on the case farms 
under the planned and unplanned 
conditions. The planned condition 
means the resource use and income 
obtained by using linear programming 
model whereas unplanned condition 
means resources use and income ob¬ 
tained according to farmers* own plann¬ 
ing. The table shows that total cropped 
area and cropping intensity on all the 
farms except on Farm No. I were con¬ 
siderably increased under planned con¬ 
dition. On Farm No. I total cropped 
area and cropping intensity decreased 
under planned conditions compared to 
unplanned condition due to increase in 
area under sugarcane — the crop which 
occupies land area for about a year. 
In addition, sugarcane was the second 
most profitable activity after ‘maize- 
potato’ activity on Farm No, I (Table 
I). Due to increased total cropped area 
and intensity of cropping on case farms, 
the use of capital increased by about 
50.7 per cent, 32.7 per cent. 6.8 per 
cent and 7.3 per cent on Farm 
Nos. 1, II, III and IV respectively under 
planned conditions over unplanned 
conditions. Further, experimental evi¬ 
dence in Tarai area on multiple cropping 
also shows that the intensity of cropping 
is highly correlated to heavy capital 
investment (Singh and Singh 1970) 1 . 
Under planned conditions almost full 
use of the available capital (Table I) 
on case farms was made. Increased 
cropped area, intensity of cropping 
coupled with increased capital invest¬ 
ment, increased net income considera¬ 
bly. For example, net income on Farm 
Nos. I, ll f III and IV increased by 42.5 
per cent, 54.6, per cent, 6.5 per cent 
and 10.5 per cent respectively under 
planned conditions over unplanned 
conditions. 

Human labour employment on the 
farms studied was increased as well as 
decreased in the months (July, October, 
January and April) when it was restricted 
under planned conditions against un¬ 
planned conditions. Use of less labour 
under planned conditions compared to 
unplanned conditions in a particular 
month suggests its surplus. For example, 
in the months of July and April on 
Farm No. I and in the months of Octo¬ 
ber and April on Farm No. IH. units 
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WHEN 

CULTURE 

WAS 

ON COPPER 



Edicts of enlightened Kings, messages 
of the Munis, creations of culture...were once 
put down on Copper plates. Laboriously 
engraved, carefully protected. 

The times have progressed, and changed. 
Communications come quicker, easier—for 
the millions, here, there, everywhere. 

With the advent of the pen 4 printing-machine. 
With the availability of paper. 

Good paper. Like BISON Brand Paper. ' 



THE MYSORE PAPER 
MILLS LTD. 

Regd. Office: 
“Aruna Mansions" 
78/1, Jayachamarajendra Road, 
P.B. No. 831, Bangalore-2 
Telegrams: PAPERMILL 
Telephone: 24856 

Mills: BHAORAVATI 
Telegrams: PAPERMILL 
Telephones: 331 & 362 
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Few industries affect our people so intimately, so personally, as does Century Rayon. It 


gives employment to 7,000 people directly and to over a million people indirectly. It pro 


duces annually 15 million kgs. of viscose rayon yarn to exacting quality standards, a 


quantity sufficient to produce 150 million metres of cloth, for clothing India's growing 


millions. It helps In the supply of strategic material to the defence services and produces 


4.6 million kgs. of tyrecord, which goes into the making of 50% of tyres manufactured in 


the country. Century Rayon contributes over Rs. 50 million to the national exchequer 


by way of excise duty alone, and helps save Rs. 100 million worth 


of valuable foreign exchange. All told. Century Rayon makes 


an impressive contribution to the national economy. 


CENTURY RAYON industry House, Churchgate Reclamation, Bombay 
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human labour employed were less un¬ 
der planned conditions than under un¬ 
planned conditions. Implication of this 
finding is that on these farms, there exists 
possibility of increasing farm income 
even more than the presented in Tabic I 
under planned conditions if surplus 
use of human labour may be made in 
off-farm employment or in raising a 
few good quality milch animals (Singh 
J968) 1 . Considering total monthly 
supply of labour and labour employ¬ 
ment under planned conditions, the 
overall human labour employment was 
increased under planned conditions 
(Table 1). 

Marginal Value Productivities 

The marginal value productivity 
of a resource indicates increase in net 
farm income for unit increase in the 
quantity of a resource use. On Farm 
Nos. I, II, III and IV, the MVP of a 
hectare of land was Rs 3710, Rs 3131, 
Rs 1636.53 and Rs 3445 respectively. 
These figures of MVP of land seem rea¬ 
sonable although the market value of 
land in the locality has been considera¬ 
bly increasing over years and at present 
it ranges between Rs 7,500 to Rs 12.500 
per hectare depending on the fertility 
level of soil. 

The MVP of capital on Farm Nos. 

I and IV was zero since capital was not 


a limitation on these farms. At 1967-68 
product prices, the MVP of capital 
on Farm Nos. If and III was Rs 3.50 
and Rs 1J2 per rupee capital invest¬ 
ment respectively. These figures suggest 
that the additional quantity of capital 
investment than the currently available 
(Table I) on Farm Nos. II and 1TI would 
increase its productivity by Rs 3.50 
and Rs 1.12 per rupee capital investment 
on these farms respectively. Consider¬ 
ing the present hank rate of 9 per 
cent per year for the short-term loan, 
the MVP of capital on Farm Nos. II 
and III appears to he high. The policy 
implication of high MVP of capital is 
that the economic return to capital 
investment in highly fertile soils of 
Tarai area is assured and there is a good 
potential to increase credit facilities to 
the Tarai farmers by the commercial 
banks. 

Conclusion 

The following main conclusion ennerge 
from the present study. (1) The percen¬ 
tage increase in total net income under 
optimum farm plans varied from 42.5 
'to 54.6 per cent on medium-size farms 
(6.7 hectares to 8.5 hectares) over un¬ 
planned conditions. This suggests that 
there is more inefficient allocation of 
resources on relatively smaller farms 
than on larger farms and thus there is 
more scope of increasing farm incomes 


Table I 

RESOURCE USE AND NET INCOME ON CASE FARMS UNDER UNPLANNED 
AND PLANNED CONDITION AND MVP OF LAND AND CAPITAL 


Farm UNPLANNED CONDITION 

Total Cropp Net Capita] Huuman labour (man days) 

cropped ing Income --- 

Area Intensity July October January Apri 

(ha.) (%) (Rs) (Rs) 


1 

11-750 

175-3 

20575-65 

14169-92 48 

62 

63 

62 

II 

14 550 

171-2 

21761-64 

7533-31 115 

140 

— 

170 

lit 

29 340 

144 9 

77715-42 

42122 90 36 

60 

59 

66 

IV 

33-590 

127-7 

86853-05 

84955-75 88 

103 

137 

144 




Table 1 (Contd.) 







PLANNED CONDITION 




Total 

Crop- 

Net 

Capital 

Human Labour (man days) 

MVP 

MVP 

cropped 

ing 

Income 




of 

of 

Area 

Intensity 



July Octo- Janu* 

April 

Land 

capital 

(ha.) 

(%) 

(Rs) 

(R») 

ber ary 


(Rs) 

(Rs) 

10 400 

155-2 

29330 00 

21355 00 

41 74 84 

45 

3710 00 

— 

16 562 

194-8 

33648-90 

10000-00 

167 178 — 

177 

3131 00 

3 50 

30 501 

150 6 

82671-25 

45000 00 

54 39 65 

56 

1636-53 

M2 

36 600 

139-2 

95978-50 

91151 00 

129 136 152 

148 

3445 00 

— 


Source : Pandey, R.N., “Optimum Combination of Crop Enterprises in Tarai Tract of 
NahutaJ District (U.P.)”, M.Sc. Thesis submitted to College of Post Graduate Studies, U.P. Agri- 
cu Rural University, June 1969, pp. 43,46, and 47. 


by optimum enterprise combination on 
such farms. 

(2) Under the optimum farm plans 
‘paddy-potato', ‘maize-potato’ and 
sugarcane were the most profitable 
activities. Under planned conditions 
the requirement for working capital 
was more than under unplanned condi¬ 
tions. 

(3) The optimum crop combination 
obtained by using linear programming 
model increased cropping intensity from 
5.7 to 23.6 per cent. 

(4) The MVP of land varied between 
Rs 1636.53 to Rs 3710.00 per hectare 
whereas MVP of capital ranged between 
Rs 1.12 to Rs 3.50 per rupee capital 
investment in a crop year. 

(Appendix to Table I on page 504.) 
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Appendix Tabu I 

CROSS INCOME, VARIABLE COST OF PRODUCTION NET INCOME FOR HECTARE AND AREA IN HECTARES UNDER 
EACH ACTIVITY INCLUDED IN THE OPTIMUM PLANS FOR CASE FARMS : 1967-6* 


FORM 

NO. I 







FORM NO. II 



Rea) activities 

Sym¬ 

bol 

Cross 
re.jrn 
(Rs) 

Variable 
cost of 
prod, 
(Rs) 

Net 

return 

(Rs) 

Area 

Real activities 

Sym¬ 

bol 

Cross 

return 

(Rs) 

Variable 
cost of 
prod. 

(Rs) 

Net 

return 

(Rs) 

Area 

Paddy (L)-Whcat (M) 

Xi 

5750 

2730 

3020 

- 

Paddy (1, P) Wheat 
(MP). 

X, 

6300 

1745 

4555 

— 

Paddy (I)-Wheat (M) 

X, 

7000 

3290 

3710 

19 

Paddy (L)—Wheat (L) X, 

3440 

745 

2695 

— 

Maize(H;—Wheat (M) 

X, 

6450 

3015 

3435 

— 

Paddy(l)—Wheat(M) 

X. 

5405 

1050 

4355 

2 560 

Maize (H>—Lahi/ 
Massore. 

X, 

5J45 

1730 

3415 

- 

Paddy(I>—Potato 

X, 

9905 

2435 

7470 

1000 

Maize (H)—Potato 

X, 

11700 

3815 

7885 

10 

Paddy (I)—Barley 

X, 

3210 

560 

2625 

— 

Sugarcane 

x* 

7500 

3170 

4330 

3 0 

Paddy (1)—Lahi/ 
Massore. 

X, 

3383 

470 

2913 

— 

Paddy(I)—Bcrsecm 

X- 

3910 

2250 

1660 

0-6 

Fallow-Potato 

x : 

7500 

2035 

5465 

— 

Chari-Wheat (M) 

X, 

4195 

2145 

2050 

0*2 

Fallow-Wheat (M P) 

X 8 

3375 

935 

2440 

— 







Sugarcane (UP) 

X, 

5400 

1925 

3475 

—• 







.Sugarcane (P) 

x„ 

7500 

2570 

4930 

0 438 







Chari La hi/Massore 

X„ 

1123 

215 

908 

— 







Chari-Wheat (L) 

X„ 

1585 

530 

1055 

— 







Chari-Wheat (M) 

X» 

3145 

795 

2350 

0 500 







Chari Barley 

X 14 

925 

305 

620 

— 







Paddy (I.)-Berseem 

X„ 

2120 

480 

1640 

1-250 







Paddy-Wheat (M, UI) 

X„ 

4505 

1000 

3505 

2-752 


FORM NO. HI 





FORM NO. IV 



Real activities 

Sym¬ 

bol 

Cross 

return 

(Rs) 

Variable 
cost of 
prod. 
(Rs) 

Net 

return 

(Rs) 

Area 

Real activities 

Sym¬ 

bol 

Gross 

return 

(Rs) 

Variable 
cost of 
prod 
(Rs) 

Net 

return 

(Rs) 

Area 

Paddy (L)—Wheat(M) 

X, 

5375 

2050 

3325 

— 

Paddy(L)—Whcat(M) 

Xi 

5625 

2650 

2975 

1000 

Paddy (I)—Wheat (M) 

X, 

6300 

2510 

3790 

3 000 

Paddy (I)—Wheat(M) 

X, 

6215 

2670 

3545 

5-300 

Paddy (L>—Massore 

X B 

3837 

1050 

2787 

5 098 

Paddy (I)—-Potato 

X, 

10490 

4995 

5495 

2 000 

Paddy (I)—Massore 

X. 

4762 

1510 

3252 

— 

Mentha 

X, 

2500 

1695 

805 

— 

Maize(H)—Wheat (M) 

X, 

5595 

2505 

3090 

— 

Sugarcane 

X, 

7500 

3770 

3730 

16 000 

Muize(H)— Potato 

X» 

8970 

3495 

5475 

2153 

Paddy (1)— Bcrsce.n 

X, 

3990 

2300 

1690 

1 000 

Maize (H>—Lahi 

x 7 

3945 

1495 

2450 

— 

Chari-Wheat (M) 

X; 

3595 

1740 

1855 

1 000 

Maize (H)—Massore 

X- 

4057 

1505 

2552 

— 







Maize (H)—Lahi/Gram 

X, 

4057 

1635 

2422 

— 







Sugarcane 

Xu 

7000 

2460 

4540' 

9 999 








Source : R. N. Pandey, “Optimum Combination of Crop Enterprises in Tarai Tract of Nainital District (UP)”. M.Sc. Thesis submitted to the 
Post Graduate College, UP Agricultural University, Pantnagar, Nainital (June 1969). 


l egend : 

II == Hybrid. 

I sc= High yielding. 

M = Mexican 

p == With package of practices 

IT s= Unirrigated 

UP m With usual practice followed by the farmer. 
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Public Expenditure Trends in 
O.E.C.D. Countries-! 

JOSSLEYN HENNE5SY 


LONDON: 

The share of government expenditure in 
national output varies from country 
to country. In 1965 the total share —- 
either as direct public purchases of goods 
and services, or indirectly through trans¬ 
fer payments to the private sector — ran¬ 
ged from something over 20 per cent in 


Japan to some 40 per cent in the Nether¬ 
lands and Sweden. 

In all OECD countries government 
expenditure has been rising faster than 
total production; this is not new: stu¬ 
dies have shown a rising share of the 
government sector in many countries 
at least since 1900. This trend which is 


clearly important, reflects the increasing 
extent to which governments provide 
social needs, and it creates problems, 
because of the increasing revenues that 
governments need to finance their ex¬ 
penditures. 

In the latest issue of the OECD 
Outlook's Occasional Studies (2 rue 
Andre Pascal, Paris 16, France), Miss 
Mary Garin-Painter gives a pre-view 
of material prepared for Working Party 
No 2 of the OECD’s Economic Policy 
Committee, which throws valuable new 
light on the underlying reasons for the 
growth of expenditure. 

The material suggests that the rising 
share of the government sector stems 
from much the same causes in all mem- 


Tablf 2 

RATIO OF GROWTH RATES OF GOVERNMENT EXPENDITURE TO GROWTH RATES OF GNP, 1965-66 



Civil 

Total expendi- 

expenditurc lure only 


Total 

expenditure 

Civil 

expenditure 

only 

AT CURRENt'pRICES 


AT CONSTANT PRICES 


Major Countries 



Major Countries 



Canada 

] .3 

1.6 

Canada 

1 ,2 

1.7 




Price deflator 

1.4 

1.4 

France 

1.2 

1.2 

France 

1.3 

1.4 




Price deflator 

1.1 

1.1 

Germany 

1.2 

1.2 

Germany 

1.3 

1.3 




Price deflator 

l.l 

1.0 

Italy 

1.2 

1.3 

Italy 

J.2 

1.3 




Price deflator 

1.2 

1.2 

Japan 

1.1 


Japan 

0.9 

, , 




Price deflator 

1.4 


United Kingdom 

1.1 

1.3 

United Kingdom 

1.0 

L4 




Price deflator 

1.2 

1.1 

United States 

1.2 

1.6 

United States 

1.3 

1.8 

i 



Price deflator 

1.3 

1.3 

Other Industrialised Countries 



Other Industrialised Countries 



Austria 

1.2 

1.2 

Austria 

1.2 

1.2 




Price deflator 

1.3 

1.3 

Belgium 

1.4 . 

1.5 

Belgium 

1.7 

1.8 




Price deflator 

1.0 

1.0 

Denmark 

1.3 

1.3 

Denmark 

1.2 

1.4 




Price deflator 

1.3 

1.3 

Iceland 

1.2 

1.2 

Iceland 

1.6 

1.6 




Price deflator 

1.0 

1.0 

Ireland 

1.2 

1.3 

Ireland 

1.5 

1.5 




Price deflator 

1.1 

1.1 

Netherlands 

1.3 

1.4 

Netherlands 

J .4 

1.7 




Price deflator 

1.2 

1.1 

Norway 

1.4 

1.5 

Norway 

1.5 

1.6 




Price deflator 

1.3 

1.3 

Sweden 

1.3 

1.3 

Sweden 

1.4 

1.5 




Price deflaor • 

1.1 

M 

Switzerland 

J .3 

1.4 

Switzerland 

1.6 

1.7 

* 



Price deflator 

1.0 

0.9 

Developing Countries 



Developing Conutries 



Greece 

1.5 

1.6 

Greece 

1.5 

18 




PriceDeflator 

1.4 

1.2 
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GROWTH OF GOVERNMENT EXPENDITURE AND COMPONENTS : 1955-1945 

Annual average percentage changes 


Toi-J Civil 

current Transfers Gross 

GNP govern- expenditure to fixed 

ment on goods house- invest- 

expenditnre and holds ment 

Services 


GNP 


Total Civil 

govern- cunreut 
ment expendi- 

expendi- tore on 
ture goods 

and 

services 


Tradsfers Gross 
to fixed 
house- in vest- 

holds a ment 


AT CURRENT PRICES 


Major Countries 

Canada 

6.5 

8.2 

10.6 

10.0 

9.3* 

France 

10.4 

12.1 

13.1 

13.1 

13.7* 

Germany 

8.9 

11.0 

10.3 

10.1 

14.9 

Italy 

9.2 

11.3 

12.2 

13.1 

7.0* 

Japan 

13.6 

14.5 

I2.fr* 

14.4 

18.0* 

United kingdom 

6.2 

6.9 

8.3 

9.4 

7.1 

United States 

5.6 

6.9 

9.8 

8.8 

8.1** 

Other Industrialised Countries 

Austria 8.3 10.2 

9.0 

11.4 

8.9 

Belgium 

6.1 

8.7 

8.7 

9.5 

10.5* 

Denmark 

9.0 

11.5 

12.3 

11.6 

12.0 

Iceland 

15.9 

18.4 

17.3 

19.3 

24.2* 

Ireland 

6.3 

7.8 

7.3 

7.7 

7.7 

Netherlands 

8.8 

11.5 

12.0 

15.9 

11.2 

Norway 

7.6 

10.7 

11.3 

12.5 

10.2* 

Sweden 

8.2 

10.4 

10.7 

12.1 

9.3 

Switzerland 

8.2 

11.0/ 

9.0 

18.3 


Developing Countries 

Greece 9.1 

13.3 

13.7 

14.2 

14.9 


AT CONSTANT PRICES 


Major Countries 


Canada 

4.4 

5.2 

6.0 

8.1 


Price deflator 

2.0 

2.8 

4.3 

1.7 

7.6* 

France 

5.0 

6.3 

5.4 

7.9 

81.6* 

Price deflator 

5.1 

5.5 

7.2 

4.8 

4.5* 

Germany 

5.6 

7.4 

(5.7)* 

7.4 

11.5 

Price deflator 

3.1 

3.4 

(4.4)* 

2.5 

3.1 

Italy 

5.0 

6.1 

4.8 

9.4 

3.8* 

Price deflator 

4.0 

4.9 

7.1 

3.4 

3.0* 

Japan 

9.7 

9.1 

5.2* 

10.7 

14.2* 

Price deflator 

3.6 

4.9 

7.0* 

3.4 

3.3* 

United kingdom 

2.9 

3.0 

2.9 

6.5 

4.2 

Price deflator 

3.2 

3.8 

5.2 

2.7 

2.8 

United States 

3.4 

4.0 

6.1 

7.1 

5.2** 

Price deflator 

2.1 

2.8 

3.6 

1.6 

2.7** 


Other Industrialised Countries 


Austria 

4.8 

5.8 

2.2 

8.5 

4.1 

Price deflator 

3.3 

4.2 

6.6 

2.7 

4.5 

Belgium 

3.7 

6.2 

6.2 

6.9 

7.0* 

Price deflator 

2.4 

2.4 

2.3 

2.4 

3.2* 

Denmark 

4.9 

6.1 

5.3 

7.9 

7.6 

Price deflator 

3.9 

5.1 

6.6 

3.4 

4.0 

Iceland 

4.6 

7.2 

6.4 

7.7 

13.0 

Price deflator 

10.8 

10.4 

10.2 

10.8 

9.9* 

Ireland 

2.4 

3.5 

1.8 

4.3 

3.9 

Price deflator 

3.8 

4.2 

5.4 

3.3 

3.6 

Netherlands 

4.7 

6.4 

(4.6)* 

12.5 

6.9 

Price deflator 

3.9 

4.8 

(7.1)* 

3.0 

4.0 

Norway 

4.3 

6.4 

6.0 

9.0 

6.0* 

Price deflator 

3.2 

4.0 

5.1 

3.1 

4.0* 

Sweden 

4.2 

5.8 

5.1 

8.2 

5.4 

Price deflator 

3.9 

4.3 

5.3 

3.6 

3.7 

Switzerland 

4.6 

7.3/ 

(4.5)* 

15.6 

. , 

Price deflator 

3.5 

3.4/ 

(4.3)* 

2.3 


Developing Countries 

Greece 

6.1 

9.1 

(7.6)* 

12.1 

11.7 

Price deflator 

2.8 

3.8 

(5.7)* 

1.9 

2.9 


(£/) Constant price data calculated by the OECD secretarial 
using the implicit price index for expenditure on private 
consumption. 

(h) Excludes unincorporated government enterprises. 

(c) Deflated by deflator for total current expenditures on 
good** ami services. 

({/) Includes defence. 


(e) Excludes expenditure on machinery and equipment. 
(/) Current expenditure only. 

Source :OECD. National Accounts Statistics 1958-1967 
and country submissions. 
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her countries: expenditure on education, 
health and welfare services. Increasing 
concern in many countries to improve 
education facilities, to provide health 
and welfare services which not only 
afford minimum security but allow all 
to share in increasing prosperity, and 
growing concern with problems of ur¬ 
ban congestion and renewal, all suggest 
that these demands will continue to rise 
strongly. 

The study also reveals the limitations 
of the statistical information. A 
questionnaire was designed to supple¬ 
ment the information regularly avail¬ 
able to the OECD secretariat but only 
nine countries (less than half the total) 
were able to supply fairly complete re¬ 
turns, and even among these differences 
hamper comparisons. Estimates in 
volume terms — of the real resources 
involved in government expenditure 
— are generally less reliable than esti¬ 
mates at current prices. 

The new international System of 
National Accounts (SNA) for reporting 
to the OECD and the United Nations 
includes more detailed breakdown of^ 
government expenditure by purpose than 
that of the Standardised System of 
National Accounts, so that as countries 
switch to the new system, better infor¬ 
mation will become available. This will 
probably take some time, however. 

Definition and Measurement 

Miss Garin-Painter defines govern¬ 
ment expenditure as: current, expendi¬ 
ture of general government on goods and 
services; current transfer payments; 
subsidies; interest on the public debt; 
capital formation of general govern¬ 
ment; capital formation of unincorpora¬ 
ted government enterprises (enterprises 
financially integrated with the govern¬ 
ment and which do not keep their own 
reserves). 

Miss Garin-Painter excludes transfers 
and subidies among central and local 
governments and social security institu¬ 
tions. She excludes capital formation 
of public corporations but includes 
subsidies to public corporations. She 
excludes capital transfers and net loans, 
as data arc lacking for many OECD 
countries. She shows estimates at 
current and constant prices. There are 
serious conceptual and practical diffi¬ 
culties in estimating an appropriate 
price deflator for government expendi¬ 
ture on goods and services which limit 
the significance of constant price figures. 
She discusses the importance of over¬ 
coming these difficulties. She deflates 
transfer payments using the implicit 
price index for personal consumption 
expenditure, and subsidies and interest 
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Table 3 

mmawvw UJ 1UIAL UUVJKKJNMENT EXPENDITURE, 1955 AND 1965 

(Current prices: percentage of total) 

Gross 

Current expenditure on Trans- Other fixed 

goods and services fers expen- asset 

Defence Civil Total to house diture forma- 


Major Countries 



Canada 

France 

1955 

1965 

1955 

1965 

25.5 

10.5 
(15.4) 

11.2 

Germany 

1955 

1965 

11.3 

11.4 

Italy 

1955 

1965 

10.1 

7.5 

Japan 

1955 

1965 

(5.1) 

(4.3) 

United Kingdom 

1955 

1965 

23.4 

16.9 


1955 

1965 

40.0 

27.1 

Other Industrialised Countries 


Austria 

1955 

1965 

2.5 

3.5 

Belgium 

1955 

1965 

13.0 

9.2 

Denmark 

1955 

1965 

12.7 

8.9 

Iceland 

1955 

1965 


Ireland 

1955 

1965 

4.6 

3.8 

Netherlands 

1955 

1965 

18.2 

9.2 

Norway 

1955 

1965 

13.0 

9.9 

Sweden 

1955 

1965 

15.4 

10.6 

Switzerland 4 

1955 

1965 

14.8 

1J .7 

Developing countries 



Greece 

1955 

1965 

25.4 

14.7 

Portugal 

1955 

1965 

30^2 


holds tion 


28.0 

53.5 

23.7 

10.6 

12.2* 

35.1 

45.6 

28.0 

12.7 

13.6* 

(22.7) 

(38.1) 

(41.1) 

(13.9) 

(6.9)* 

24.6 

35.8 

44.7 

11.7 

7.9* 

33.2 

44.5 

38.5 

8.1 

9.0 

32.6 

44.0 

37.2 

6.0 

12.8 

32.1 

42.3 

33.6 

12.1 

12.0* 

35.0 

42.5 

39.5 

9.9 

8.1* 

(47.6) 

52.7 

20.7 

4.2 

22.4* 

(40.5) 

44.8 

20.6 

4.3 

30.3* 

27.7 

51.1 

17.8 

19.0 

12.1 

31.4 

48.3 

22.3 

17.1 

12.3 

29.0 

68.9 

15.5 

6.9 

8.6* 

38.1 

65.2 

18.6 

6.5 

9.7* 


38.8 

34.7 

41.3 

38.1 

31.4 

34.8 

6.0 

8.3 

21.3 

18.8 

31.6 

31.4 

44.6 

30.6 

35.1 

37.6 

13.3 

13.6 

7.0* 

8.2* 

39.9 

42.8 

52.6 

51.7 

27.3 

27.6 

7.4 

7.4 

12.7 

13.3 

38.0 

34.5 

38.0 

34.5 

26.3 

28.5 

24.3 

18.6 

11.44* 

18.4* 

42.4 

38.1 

47.0 

41.9 

21.6 

21.5 

21.1 

22.7 

10.2 

13.9 

28.2 

29.6 

46.4 

38.8 

23.0 

34.0 

11.9 

7.9 

18.8 

18.3 

32.8 

34.9 

45.8 

44.8 

23.1 

27.2 

19.3 

16.7 

11.8* 

11.3* 

36.0 

37.4 

51.4 

48.0 

22.3 

25.8 

6.7 

8.1 

19.6 

18.2 

50.9 

42.7 

65.7 

54.4 

18.0 

34.1 

16.3 

11.6 



29.5 

54.9 

25.5 

1.9 

17.7 

30.6 

45.3 

26.5 

6.9 

21 3 


55.5 

34.7 


9.9 

24.7 

54.9 

34.8' 


10.4 


(a) Excluding unincorporated public enterprises. 

( b) Prcentages of current expenditure. 

Source : O.E.C.D, Economic Outlook . 
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payments {not shown separately in 
Table I, page 504) using the GNP 
deflator. 

Growth of Government Expenditure 

Table 1 shows that there has been a 
striking similarity in the pattern of 
growth of government expenditure in 
different countries, in total and by 
major components. Total government 
expenditure grew faster than GNP 
in current prices over the period 1955- 
65. Comparison is made throughout bet¬ 
ween developments in total government 
expenditures and GNP, although not all 
components of government expendi¬ 
ture, as here defined, are components 
of GNP: only current expenditure of 
goods and services and capital forma¬ 
tion contribute directly to GNP. The 
other components are various forms of 
transfers of income. In view of the 
magnitude of these transfers (Table 3, 
page 505) their inclusion is necessary to 
have acornplctc picture of government 
expenditure. 

Total government expenditure also 
grew fastei in constant prices in all 
countries except Japan, where it was 
slightly slower than that of output 
(in Japan, however, the price deflator for 
government expenditure rose particu¬ 
larly rapidly compared with the GNP 
deflator). Transfer payments to house¬ 
holds rose faster than total govern¬ 
ment expenditures in both current and 
constant prices, except in West Germany 
and Japan. In most countries, fixed 
investment also rose faster than total 
expenditure. Current civil expenditure 
on goods and services also grew more 
rapidly than the total in over half of the 
countries. The faslcr-than-avcrage 
growth of these three major compo¬ 
nents was balanced by the declining 
share of defence expenditure on goods 
and services (Table 3). 

There was a considerable similarity 
between countries in the ratio of the 
growth of government expenditure (both 
total and civilian only) to the growth 
rate of GNP (Table 2, page 503). This 
may partly be just a characteristic of 
the years studied; similar calculations 
for 1950-60 showed larger variations. 
When defence expenditure is excluded, 
the ratios are. of course, somewhat 
higher and there is less similarity 
among countries. The ratio for price 
deflators and for expenditure at constant 
prices should be treated with reserve. 

I able 3 shows the weight of the 
various expenditure categories. (Note 
that the data for fixed investment are 
not always comparable, as for a number 
ol countries there arc no figures for 
investment by unincorporated enter¬ 
prises). Current civil expenditure on 
goods and services generally amounts 
to onc-quurlcr to one-third of the total. 
Delenct account for a quarter in the 
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USA in 1965 (against 40 per cent in 
1955) but was Jess important in other 
countries and its share was generally 
declining over the ten years. Transfer 
payments to households varied from 
about 20 per cent of the 1965 total in 
the USA to 40 per cent in France. 
Fixed investment by the government 
varied widely, from 8 per cent in France 
and Belgium to 30 per cent in Japan, 
where it showed a sharp increase from 
1955. 

ll is sometimes suggested that a high 
share of government in claims on total 
output or a rapidly growing govern¬ 
ment sector is a handicap in achieving 
a high level of affluence (as measured by 
per capita GNP), or alternatively that 
a fast growth rate in government ex¬ 
penditure is associated with a low initial 
share of government in total output. 
Miss Garin-Painter does not agree. 
She points out that the growth rate of 
government spending (Tables 1-2) tends 
to be highest in countries where output 
growth is highest; and, except in Greece 
and Japan, is not particularly associated 
with cither a low government share of 
zi low per capita output (Table 4). 
Sweden has the highest government 
share and ranks second in per capita 
GNP. 

Government Expenditure in Real Terms 

Since statistics of government expendi¬ 
ture are collected at current prices, the 
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volume of real expenditure can be de¬ 
rived from them only with some difficul¬ 
ty, at least for wages and salaries. It 
is difficult to define the service of a tea¬ 
cher or a civil servant in real terms; 
the normal method is to measure the 
volume of government employees’ ser¬ 
vices by the number of employees, 
or by deflating expenditure on personnel 
by indices of wage and salary rates. 
This means that, because productivity 
growth cannot be measured — though 
it almost certainly exists — it is, in most 
countries, arbitrarily assumed to be 
zero. (West Germany and Belgium 
allow for rising productivity but the allo¬ 
wances are necessarily arbitrary). 

The convention of static labour pro¬ 
ductivity means that published figures 
normally underestimate the real growth 
of the government sector and overesti¬ 
mate the deflator, and also the real 
growth of GNP is underestimated and 
that the rise in the price deflator for GNP 
is overestimated. In all countries the 
price deflator for total government ex¬ 
penditure rose more rapidly than that for 
GNP (Tables 1-2) because of the rapid 
rise in prices of current civil expendi¬ 
ture, a large pari of which is the wages 
and salaries of civil servants. Note that 
for Belgium the price deflator for go¬ 
vernment is the same as that for GNP, 
reflecting the allowance made for an 
assumed productivity increase of go¬ 
vernment employees. These difficulties 


Tabll 4 

GROWTH AND IMPORTANCE OF GOVERNMENT EXPENDITURE BY 

COUNTRY 


Growth rate 
of gvemment 
expenditure at 
constant prices 
1955-65 
% Rank 


Per capita 

Total govern- GNP at 
ment expenditure market 
as percentage price* 
of GNP 1965 1965 

"o Rank Rank 


Greece 

9.1 

I-2 

27.6 

14 

17 

Japan 

9.1 

1-2 

21.5* 

16 

J6 

Germany 

7.4 

3 

35.1 

6 

8 

Switzerland 

7.3 

4 



5 

Iceland 

7.2 

5 

26.4* 

J5 

3 

Netherlands 

6.4 

6-7 

40.1 

2 

12 

Norway 

6.4 

6-7 

36.7* 

4 

9 

France 

6.3 

8 

37.5* 

3 

7 

Belgium 

6.2 

9 

31.7* 

9 

11 

Denmark 

6.1 

10-11 

30.1 

12 

6 

Italy 

6.1 

10-11 

34.4* 

7-8 

14 

Austria 

5.8 

12-13 

35.3 

15 

13 

Sweden 

5.8 

12-13 

40.5 

1 

2 

Canada 

5.2 

14 

30.9* 

11 

4 

United States 

4.0 

15 

27.7* 

13 

1 

Ireland 

3.5 

16 

31.0 

10 

15 

United Kingdom 

3.0 

17 

34.4 

7-8 

10 


(a) At 1965 exchange rates. 

(b) Excludes gross fixed asset formation of unincorporated government enter¬ 
prises. 

Sourer : Table I, 



September 18,1970 

undermine the estimates of the growth of 
real government expenditure, and of 
its deflator in Tables 1*2. 

Ibe handicap is not merely of statisti¬ 
cal significance; nor is it confined to 
the public sector, but exists also for 
many' Services and, in some cases, for 
construction. It hampers comparison 
of the true claims on real resources made 
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by different sectors of the: economy. 
Thus it complicates the issues involved 
in making the difficult sdfCiat choices 
between the development of public and 
private expenditure. 

A second and concluding article 
next week will analyse govern ms at 
expenditure by function and by econo¬ 
mic class. 
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the 1964-1968 average for all develop¬ 
ing areas. 

BANK/IDA COMMITMENTS BY 
AREA 

(m'Uion dollars) 


1964- 1969 1970 

1968 
average 


Africa 

161 

345 

443 

Asia 

486 

788 

869 

Europe 

Latin America 

149 

ISO 

161 

and Caribbean 

310 

472 

714 


As well as sharply increasing its 
lending operations for physical pro¬ 
jects, the group also continued to 
expand its technical assistance and 
other activities during fiscal 1970. 
The report notes that many of the year’s 
loans and credits contained allocations 
of funds for technical assistance: such 
funds totalled over $40 million in fiscal 
1970. As already noted, a number of 
IDA credits were made during the year 
for project preparation work; in addi¬ 
tion, the Bank made one technical assi- 
tance grant in fiscal 1970, and acted as 
Executing Agency for Technical Assis¬ 
tance studies financed by the United 
Nations Development Programme 
(UNDP). Many of these studies are 
designed for early investment follow¬ 
up; the Report notes that ten studies, 
completed in this and earlier years 
had led to Bank or IDA project financ¬ 
ing totalling $919 million as on June 
30, 1970. 

The Pearson Commission Report, 
“Partners in Development,” was pre¬ 
sented to the President of the Bank by 
the Commission's Chairman, Mr 
Lester B. Pearson, in September 1969. 
The Bank’s Executive Directors are 
currently reviewing memoranda sub¬ 
mitted to them by the President of the 
Bank dealing with those of the Com¬ 
mission’s recommendations which 
affect the Bank group’s policies and 
operations. 

A special section of Part II of die 
Report is devoted to an analysis of the 
problems associated with urbanisation 
in the developing world. Acknowledg¬ 
ing its increasing involvement in prob¬ 
lems of urbanisation, the Bank presents 
in the report an outline of its prelimi¬ 
nary thinking on this important subject. 

The report shows that the Bank’s 
gross income for fiscal 1970 was $504 
million. At the same time, expenditure 
rose to a new record level of $291 
million. A major factor in this increase 
was the higher level of bond and note 
interest and issuance charges on the 
year’s borrowings, which amounted to 
$735 million. Administrative costs also 
rose significantly in fiscal 1970 — as 


World Bank: Peak Level of Lending 


THE IDA assistance to our country 
reached a new peak at $ 227.5 million 
during the fiscal year ended June 30, 
1970. This was 37 per cent of the Asso¬ 
ciation's total commitment of $605.6 
million, in the year under report. The 
commitments of the IDA included its 
first agricultural credit projects in India 
(in the states of Gujarat and Punjab). 
In fiscal 1970, tiie Bank made one loan 
of $ 840 million to the Industrial Credit 
and Investment Corporation of India. 

The cumulative total of Bank and 
IDA lending in India was $2,352.5 
million—$1,087 6 million in Bank loans 
and $1,264.9 million in IDA credits on 
June 30,1970. 

In fiscal 1970, Asia emerged as the 
principal regional recipient of World 
Bank loans and IDA credits. With loans 
and credits totalling $869 million, Asia 
accounted for almost 40 per cent of the 
Bank and IDA lending of $2,186 
million (excluding a loan of $100 mil¬ 
lion to the Bank’s affiliate, the Inter¬ 
national Finance Corporation) during 
the year. 

The World Bank group approved 
commitments for economic develop¬ 
ment amounting for the first time to 
over $2,000 million during its latest 
fiscal year, which ended on June 30, 
1970. The annual report of the Bank 
and its affiliate, the International De¬ 
velopment Association (IDA), released 
on September 10, records new peak 
levels of lending by all the three mem¬ 
bers ofthe group—the Bank itself, IDA, 
and the International Finance Corpora¬ 
tion arc). 

The year’s commitments in member 
countries totalled $2,298 million, made 
up as follows: 

Worid Bank: 69 loans in 39 countries 
totalling $1,580 million. 

- IDA: 56 credits in 33 countries totall- 
ing $606 million. 

! ETC: 29 investments in 19 countries 
totalling $112 million. In addition, the 


Bank lent $100 million to IFC during 
the year. 

The year under review was the second 
year of notable expansion in the World 
Bank group’s lending activities. The 
President, Mr Robert S. McNamara, 
had stated in his September 1968 
speech to the boards of governors that 
he believed the group should lend twice 
as much over the 1969-1973 period 
as it had in the previous five years. The 
report shows that this target is well on 
the way to being achieved, with sharp 
increases in all sectors of Bank/IDA 
financing during the past two years com¬ 
pared with the 1964-1968 average. Com¬ 
parative figures for the main lending 
sectors are given below: 

BANK/IDA COMMITMENTS BY 
PURPOSE (MILLION) 


(million dollars) 


1964- 

1968 

1969 

1970 

average 



Agriculture 

124 

367 

413 

Education 

31 

82 

80 

Public Services 
Tranportation 

362. 

475 

661 

♦Public Uti¬ 
lities 

377 

485 

654 

**Industries 

141 

241 

293 


♦Electric power, telecommunications, 
Water supply and sewerage. 

♦♦Excludes industrial imports credits. 


In addition to the amounts shown 
above, the year’s loans and credits also 
included one IDA credit for industrial 
imports (of $75 million) the group’s 
first commitment for fondly planning 
(a bank loan of $2 million) and a number 
of IDA credits for project preparation 
(totalling $9 million). 

Lending was again widely spread 
throughout the developing world in 
1970. Lending by area wowed marked 
increases over the previous year and 




Foreign 
exchange 
hasbeen a 

businessman’s 

headache 

long enough!” 



I et’s not fool ourselves. 

When dealing with so many 
I foreign exchange regulations and 
I problems, no bank can wave a 
magic wand and make all your 
headaches vanish. 

But we believe a bank can-and 
should-do everything in its power to 
help. 

We do. 

We have branches and subsidiaries 
( 41 , to be exact) all over the world to 

'! 

16th century woodcut by Hans Baldung suggests that 
foreign exchange was a headache even 500 years ago. 



keep us abreast of local market infor¬ 
mation and regulations. 

And Cenfex-our network of foreign 
exchange desks in major money capitals 
-allows us to handle transactions effici¬ 
ently. With immediate access to the 
varying rates, we can produce the most 
attractive exchange rates for our clients. 

But we do considerably more than 
this. 

Well sit down with you. And listen. 

And really try to iron out your own 
particular problems. 

If it’s a time of monetary unrest, for 
instance, and you ask us to evaluate your 
risks, we’ll show you all the alternatives 
open to you. Then let you decide which 
suits your own business condition best. 

We might even suggest you not ex¬ 
change your funds at current rates. Or 
give you alternate banking methods 
which will do the same job as an ex¬ 
change of funds, at less cost to you. 

We might not be able to end all 
headaches of foreign exchange. 

But we’ll do all in our power to ease 
the pain. 


American Express International Banking Corporation has 4S branches and subsidiaries handling ail types of banking transactions all over the world. 
We’re ia these major Inancial centers: Calcutta, Bombay, New Delhi, Amsterdam, Athens (2), Basle, Bremen, Brussels, Cannes, Chittagong, Dacca. 
Djakarta, Duseeldorf, Florence, Frankfurt, Geneva, The Hague, Hamburg, Heidelberg, Hong Kong, Karachi, Kowloon 12), Lahore, Lausanne, London, 
Lucerne, Lugano, Milan, Monte Carlo, Munich, Naples, Nice, Okinawa (2), Paris (2), Piraeus, Rome, Rotterdam. Salonica, Taipei, Tokyo, Venice(2), 
Vienna, Zurich. International Headquarters: 6S Broadway, New Yerk. New York. 

«♦ 

American Express hternatleaal Banking CerpmtfMj 
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a result of higher levels of activity, 
which in turn entailed the hiring of new 
staff. The professional staff of the Bank 
and IDA has increased by 57 % during 
the past two liscal years to 1,166. 


effort has achieved notable successes 
and, given the right policies, can conti¬ 
nue to do so. It says that the Bank ex¬ 
pects its own activities to increase still 
further during the years to come, in 


co-operation with its developing member 
countries and with the development 
assistance programmes of individual 
developed countries and other inter¬ 
national organizations. 


Colombo* Plan for Italy 

E- B- BROOK 


Despite additional costs, tne Bank's 
net income reached a record level of 
$213 million during the year. After the 
close of the fiscal year, the executive 
directors recommended the transfer of 
$100 million of this total to IDA as a 
grant. Agreement was also reached in 
July 1970 on a third replenishment of 
IDA’s resources at a level of somewhat 
over $800 million a year for three years, 
beginning late in 1971. The replenish¬ 
ment funds will be provided by contri¬ 
butions from IDA’s 18 Part I (donor) 
countries and three Part II countries, 
together with a loan from one non¬ 
member country. 

Solid Achievement 

The Bank’s activities during its latest 
fiscal year took place against a back¬ 
ground of much solid achievement but 
a number of continuing problems in 
the world economic development effort 
The achievements noted in the general 
introduction to the report include a 6.7 
per cent increase in 1969 in the gross 
domestic product of the developing co¬ 
untries taken as a group, a 9 per cent, 
increase in 1969 in their exports further 
new investment in physical infrastruc¬ 
ture and significant increases in agri¬ 
cultural production and advances in 
industrialization in a number of 
countries. The report also notes the 
increased ability of the developing 
countries to make productive use of 
new external capital, public and private, 
as their managerial and organizational 
capacities increase, and as infrastru¬ 
cture projects initiated in earlier years 
come to fruition. 

Against this, according to the report, 
must be set the persistence of a number 
of constraints holding back develop¬ 
ment which have not significantly di¬ 
minished during the year under review. 
These include problems of many count¬ 
ries’ dependence on primary products 
for export earnings; of access to markets 
in the developed world for their exports; 
of domestic resources mobilization and 
the availability of external funds for 
new development projects; and of 
service payments on external debt in 
the cases of some countries. The urgent 
need for new and intensified efforts to 
deal with these and other problems is 
sharpened by continuing high rates of 
population growth in many countries, 
which put additional strains on already 
scarce resources. 

Neverthless, the report affirms the 
Bank’s confidence that the development 


Putting one’s house in order is never 
a pleasant or easy business as the British, 
the French and now the Italians know 
very well. Usually, it is an action de¬ 
ferred as long as possible and often 
too long. This seems to have been the 
case with Italy whose violent civil dis¬ 
turbances and frequent changes of 
government (usually new mixtures of 
the same men) have advertised to the 
world weaknesses and instabilities da¬ 
maging alike to Italy's flourishing 
tourist and automobile trade and to 
the safety of democracy. 

Like several other countries in Europe 
today Italy has enjoyed a post-war 
* ‘economic miracle’ ’ but there have been 
two defects in that miracle — its bene¬ 
fits went overwhelmingly to the rich and 
middle classes and to the prosperous 
Lombard and Tuscan north and only 
a little trickled through to the poor and 
to the south, traditionally Italy’s poverty- 
stricken area with only brash, noisy and 
unscrupulous Naples as its sole bright 
spot. The * ‘ Messogiomo’ ’ is the area of 
most of Italy’s development plans but, 
with a government so heavily overset 
by a complicated and built-in bureau¬ 
cracy, nothing much moves except gra¬ 
dual land reform schemes and the build¬ 
ing of sOme much-advertised factories. 

Europe's Playground 

Historically and geographically the 
north of Italy is a good deal more fortu¬ 
nate than the more remote south which 
stretches away from mainland Europe 
towards Africa., Floods apart, the 
Lombardy and Venetian plains are 
fortunate areas, fertile, skirting the 
southern Alps and joining France with 
the Balkans. It is the annual holiday 
ground for at least half the 
central Europeans and the home of 
learning, banking, commerce and a good 
deal of European culture in the middle 
ages and later. Its city squares are the 
world’s most jewel-like and the area is 
blessed with a shrewd, hard-working 
population, thrifty and canny, with its 
farmers making the most of every milli¬ 
metre of the soil. Since 1918 the fron¬ 
tier has been extended up to the Brenner 
Pass, incorporating and equally indust¬ 
rious south German and Tyrolean 
population (fortunately also Catholic) 
within the frontiers of Italy. 

The Italians have extended their 


ability to create beauty and form from 
their paintings and architecture to their 
motor cars and remain the world** un¬ 
crowned kings of automobile design. 
Their own love of speed has led diem to 
produce excellent and enduring motor 
engines also, a fact which has'placed 
Fiat well within the first four of Europe’s 
automobile manufacturers. The tradi¬ 
tional textile industry and clothesm anu- 
facture is no less an asset, though less 
advertised and, despite last year's set¬ 
back, Italy remains and will remain, 
Europe’s foremost tourist attraction. 

Co-existence 

It is fortunate that the Italian tempe¬ 
rament does not apparently pay over¬ 
much attention to governments because 
the Italians have three — the govern¬ 
ment in Rome, the Papacy and the 
Communist Party. In many places the 
communists and the Church get on 
quite well together and since, unlike in 
the essentially middle-class British 
churches, Catholic priests come mostly 
from worker families the social distance 
between clerics and laity is very much 
less. 

This Italian background is necessary 
to make to clear that seeming catastro- 
phies in economy, politics and social 
affairs are mostly not taken too seriously 
in Italy and rarely last long. The Ita¬ 
lian may not resist misfortune so much 
as the northern peoples but he rebounds 
more quickly. The Italian ideal is to 
live and such matters as consistent sol¬ 
vency, systematic government and rapid 
progress do not matter much. 

So that when, as was the case this 
year, Italy’s trade deficit rose to .105 
billion lire (about £80 million) in June, 
double the figure for May and 125 bil¬ 
lion lire more than the year before, 
there was no great national outcry. 
An advantage of having a low denomi¬ 
nation currency is that it enables one 
to speak of billions without blenching* 

Since Italy’s main imports ate in¬ 
flexible in type, devaluation of the lire 
would be no cute, but would only force 
up the price of food, raw materials and 
minerals. But the Italian government 
has been worried for some time by a 
threatened slowdown in international 
trade, exaggerated by protectionist atti¬ 
tudes in the USA. To boost its exports 
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Italy is likely to raise its export credit 
fund to 1000 billion lire for next year. 
Recently, imports have been growing ten 
times as fast as exports 

Italy now has as Prime Minister an 
internationally-known man, Emilio 
Colombo, who gained fam enearly 10 
years ago by drawing up an expansion 
and integration plan for the Common 
Market, of which Italy is a very active 
member. Colombo is from southern 
Italy, is a first-rate economist and, 
(rather rare for an Italian layman) a 
bachelor. He regards government as a 
serious, precise business and his pre¬ 
sence at the head of affairs in Rome 
gives Fiat and other large Italian cor¬ 
porations a feeling of greater confidence 
than they have had for some time. Only 
the intricacies and jealousies of Italian 
politics arc likely to be able to torpedo 
Colombo. 

More Money for Italians 

His first move to cure Italian ills is 
to discipline the citizens where they like 
it least — in their pockets. For long 
there has been overmuch capital avail¬ 
able for private consumption and toos 
little available for solvent social and 
industrial investment. As a result there 
has been social unrest and industrial 
instability. More money in the economy 
— drawn from higher taxes on petrol 
and on a wide range ofluxury and near¬ 
luxury goods (some taxes have risen 
more than 50 percent) — will enable an 
increase in industrial production and a 
reduction of the debts of social security 
agencies. 

The new taxes are expected to stem 
the inflation that was beginning to grow 
more quickly in the last six months; 
they should give the government enough 
money to make some available for 
loans to industry, especially to the 
thousands of medium and small in¬ 
dustries that have languished for some 
years. A healthier tone should also 
begin to attract back to their homeland 
the thousands of millions of lire that 
have sought refuge just over the border 
in Switzerland. 

If the Colombo plan for Italy works, 
the tide of labour disorder that in the 
18 months has taken the place of 18 years 
of industrial peace will probably begin 
to subside. Fiat will have to fight to get 
its foreign markets back, but its efficien¬ 
cy and style are highly attractive to Euro¬ 
peans. 

If and when the economy recovers and 
prosperity returns there will be one 
problem peculiar to Italy that govern¬ 
ment and industry will have to tackle — 
the labour anarchy of the southern 
Italians and Sicilians of whom over half 
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a million have migrated to the Turin 
area in the last decade. With them they 
have brought into labour relations their 
own factionalisms, some of them physi¬ 
cally violent, and their distrust of the 
northerners, including union officials 
who are north Italians. 

At the same time the paternalistic 
power of the big industrial corporations 
like Fiat is gradually weakening. For 
the wellbeing of Italian industry grea¬ 
ter social justice and far more effective 
social services as a regular practice will 


Political futureology is now very 
much in vogue. Not so much long-term 
economic forecasting. Yet, it is one of 
the facts of life that economics lies 
at the base of political changes. 

Here I propose to look at the world 
resources pattern hy the year 2000 A.D. 

The cardinal global development of 
the next 30 years will no doubt be the 
doubling of the world’s population. 
And this means that its housing and 
production facilities too will have to be 
doubled. 

In the past 25 years m in has learned 
to use rare elements. More, he has har¬ 
nessed isotopes to industrial purposes. 
And there is link doubt that in the future 
not only physicists will employ pure 
isotopes in their researches. Other 
areas of science and technology are 
bound increasingly to follow suit. 

The consumption of power promises 
to increase rapidly, with a parallel 
growth in the consumption of uranium 
and, most likely, of thorium, especially 
in the 21st century. Wider use will be 
made in industry of sources gamma and 
neutron radiation. 

New strides will be taken in the tech¬ 
nology of transforming chemical ele¬ 
ments, and with them changes will be 
introduced in the earth’s chemical 
composition. Hence knowledge of the 
distribution of chemical elements and 
isotopes on our planet will acquire ever 
greater economic significance. 

Soaring Curves 

Production of coal, oil and natural 
gas is literally snowballing in our times. 
Natural gas, the reserves of which arc 
estimated at trillions of cubic metres, 
began to be extensively used only 
some 20 years ago. The use of gas as 
a chemical fuel and source of power has 
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be necessary. Whether recent commu¬ 
nist gains in trade union leadership can 
be halted wilt depend on very much the 
same factors, also on the emergence of 
union leaders who arc neither commu¬ 
nist nor distrusted by the southerners. 
The “dolce far ninente” attitude that 
Italy’s monied middle classes can afford 
is not shared by militant unions. Only 
a sustained improvement in standards 
and cheapening of living for Italy’s 
workers will provide sufficient basis lor 
a genuine recovery and growth in the 
country's well-being. 


been one of the driving forces of present 
day technological progress. 

This year the coal output figure will 
exceed 2,500 million tons. By the year 
2000 it is expected to reach 4,000 mil¬ 
lion tons. By the year 2000 it is expected 
to reach 4,000 million tons annually, 
and will continue to grow for another 
100-200 years, after which there most 
likely will be a decline. The present 
known coal reserves run to more than 
one trillion ions. 

Search for New Fuels 

Despite the astounding increase in the 
production of oil and gas, it is difficult 
to say when the reserves will be exhaus¬ 
ted. At any raje not before the year 
2100. although annual oil output will 
probably reach 5,000 million tons by 
the year 2000. Incidentally, the amount 
of power consumed in the past 20-25 
years is double the sum total for all of 
previous human history. 

As for metals, the output curve for 
iron, and, what is no less important, 
for many nonferrous and rare metals 
— especially aluminium, copper, 
manganese, titanium, and zirconium — 
will likewise soar. Iron extraction will 
probably reach the 1,000-million-ton 
annual figure by the year 2000; compare 
this with the present surveyed reserves 
which run to* the neighbourhood of 
100,000 million tons. 

Alluminium plays an exceptional role 
in the technological revolution. By 
2000 its output will probably increase 
nearly ten-fold, outstrippingcopper and 
eventually replacing it by and large — 
a natural enough prospect considering 
that copper accounts for only a few 
one-thousandths of one per cent of the 
earth’s crust as against the roughly 
eight per cent accounted for by 
aluminium. 

With the development of nuclear 
power stations uranium consumption is 
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bound to grow. The expected increase 
by 2000 of the share of the nuclear 
power plants in the generation of electri¬ 
city to some 25 per cent calls for hund¬ 
reds of thousands of tons of natural 
uranium to fuel them. 

In the US, for instance, the consump¬ 
tion of titanium has increased parallel 
with the manufacture of aircraft, and 
will continue to grow. Production of this 
metal is likely to exceed the 100,000- 
ton annual figure by the year 2000. 

A sharp increase in demand for zirco¬ 
nium is also on the cards, and rare 
earths will play a bigger part in the over¬ 
all mineral balance. 

Consumption Change 

The structure of mineral consump¬ 
tion will thus change somewhat as com¬ 
pared with the present. And since 
technological progress will increase the 
demand for such rare elements as in¬ 
dium, gallium, thallium, and germani¬ 
um, the extraction of admixtures of 
these elements from the mass of iron' 
ore, aluminium, molybdenum, copper 
and other minerals will acquire major 
economic urgency. 

At present the separation of metals 
that come in combination with others 
is in most cases done with far from maxi¬ 
mum efficiency. Therefore changes will 
have to be introduced in chemical 
technology as well. And the greater the 
range of metals available, the 
bigger the opportunities for substi¬ 
tuting one for another in industrial 
use. 

The prospect, then, is that the signal 
progress made in the extraction of mine 
rals in the past two decades will be 
eclipsed within the next 20 or 30 years. 

Although drilling will go on for a 
long time to come, wider use will be 
made of physical, chemical and mathe¬ 
matical methods, as well as of satellite 
prospecting for deposits buried deep 
down in the bowels of the earth. Geo¬ 
logists will also extensively employ 
“clean” nuclear charges free of radio¬ 
active fragments. 

With the growing importance attach¬ 
ing to deep deposits, there is little 
doubt that already within the next few 
years geologists will be delving down 
the mineral veins lying as deep as two 
kilometres beneath the surface. 

Geographic distribution of deposits 
will probably become of less impor¬ 
tance, and requirements as regards ore 
concentration will be less rigid. 

Some 10 per cent of all iron used is 
lost annually through corrosion. Hence 
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the search for synthetic and organic 
substitutes, and work in this direction 
is bound to be intensified. Synthetic, 
organic and other anti-corrosion coat- 
tings have already been developed. 

At the turn of the century scientists 
were warning about the depletion or 
exhaustion of oil, gold, silver and other 
mineral deposits. Although the sur¬ 
veyed reserves have increased many 
times over since then, they feel that the 
rapid growth of consumption has made 
the outlook today even more alarming. 
As for myself, I believe the known world 
reserves of many metals are big enough 
to last for many decades or even centu¬ 
ries at the present rate of consumption. 

But reserves of fuels — oil, coal, 
natural gas, and combustible shale — 
arc one thing, and those of metals and 
non-metallic minerals, another. The 
first group is constantly replenished by 
nature, though at a rate infinitesimally 
slow in comparison with the rate of de¬ 
pletion. Consequently, the eventual 
prospect is depletion and exhaustion. 

The second group is not replenished 
in the same way; yet, strange though it 
may seem, it stands in no danger of dis¬ 
appearing. The crux of the matter is 
what sources are drawn upon, how they 
are worked, what technological methods 
are employed; in other words, rational 
conservation of resources and, above 
all, search for new sources and improved 
methods of extraction and processing. 

Delving in to Depth 

In the past ten years many countries 
have greatly increased spending on the 
study of the wealth contained in the 
ocean, with a view primarily to new 
food and mineral resources. Of the 
latter mention should be made above all 
of the' ocean-floor iron and managanese 
concretions running into trillions of 
tons and containing many rare ele¬ 
ments in substantial concentrations. 

The drive for these reserves has 
prompted some to propose that the 
ocean floor be divided into spheres of 
influence. The object is obviously 
political rather than scientific. In 
my opinion nothing could be more 
irrational. No country appears 
to have the technical means foe 
profitable industrial exploitation of the 
iron and manganese deposits spread 
over the ocean floor at a depth of five or 
six kilometres. To develop the techno¬ 
logical wherewithal will take years. 
Consequently, there is still time to find 
a fair and rational basis for inter¬ 
national exploitation of the oceanfloor 
which would rule out monopolistic 
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tendencies and the dangers inevitably 
attending them. 

Simpler is the working of the exten¬ 
sive oil and gas deposits discovered on 
the continental shelves, which account 
for about 25 per cent of the total area 
of the world’s oceans and seas. 

Continental Shelf 

The definition of the continental shelf 
so far current in international usage is 
not too precise: the submarine plain 
extending at an angle of 0.1 degree to 
a depth of 200 metres, and perhaps 
deeper. Some countries are now taking 
advantage of the looseness of the defini¬ 
tion to extend their territorial shelf 
waters farther out. 

It is estimated that shelf deposits 
account for half of the word’s surveyed 
oil reserves, and for about 20 per cent 
of its total oil output. The entire Arctic 
shelf is evidently rich in oil. On many 
shelves extraction is already in full 
swing— for instance, in the Gulf of 
Moxiec. where oil is brought up from 
depths of up to two kilometres, in the 
North Scina, Alaska, and in our 
country in the Caspian. Shelf waters 
thus open up a new sphere of industrial 
activity. 

Years ago Svante Arrhenius arc 
people’s imagination by visions of the 
millions of tons\>f gold contained in 
the world’s oceans. Today nngnesium, 
bromine and salt are extracted from sea 
water. And the range can be greatly 
extended. 1 do not exclude the possibi¬ 
lity that in the near future many of the 
chemical elements found in it can be 
extracted from sea water. In Britain, 
for instance, there already is an experi¬ 
mental laboratory extracting uranium. 
It has been estimated that a kg of urani¬ 
um obtained from sea water costs about 
840, as compared wilh $20 in the case of 
uranium obtained from ore. To extract 
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uranium from granite would cost up. years about nature conservation, pre- 
to S 200 a kg, serving the biosphere for future genera¬ 

tions. and so on. Some UN agencies. 
It is a deplorable fact that so far the and primarily UNESCO, have voiced 
possible harmful consequences of the the desire to tackle this problem. But 
exhaustion of nature arc ra r e!y taken it should be borne in mind that conser- 
into account. True, there has been a vation of nature is a long-term process 
good deal of talk everywhere in recent requiring forethought. 

Motor Cycles: Japanese Experience 

HAROEV SINGH 


Considering thi growing demand for 
motorcycles and scooters in this country 
and the recent licensing of a few new 
units m this line, a brief account of the 
pattern of production of motorcycles in 
Japan, the largest manufacturer of the 
product in the world, could be of con¬ 
siderable interest. Japan produced in 
1969 a record number of 2.58 million 
motorcycles showing an increase of 
nearly 14.5 per cent in a single year. 
A decade ago Japan was producing 
around one million motorcycles and this 
production doubled to two million units 
in 1964 and the level crossed a record 
figure of over 2.5,million units in 1969. 
Brisk domestic demand and increased 
exports were responsible for this sharp 
uptrend in production. In fact, the 
sphere of exports in the total production 
has continuously increased in recent * 
years, so that .exports accounted for 
nearly 50 per cent in 1969, as against 
44.5 per cent in 1965. 

A breakdown of the output by types 
of motorcycles reveals that light, small 
motorcycles, with the piston displace¬ 
ment of 50 cc accounted for a substantial 
portion of production up to 1961. To¬ 
wards 1963 there was a change in the 
trend so that medium-sized motorcycles 
with a displacement of 51 to 125 cc 
revealed a steep rise in demand and be¬ 
came a major category in motorcycle 
production. In the present production 
(1969) small-sized motorcycles of 50 cc 

Table 1 


MOTORCYCLE PRODUCTION BY 
TYPES 



1968 

(units) 

1969 Per- 
(units) cen- 
tage 
increase 

Up to 50 
cc 

1,049,460 

1,092,767 

14.1 

51-125 cc 

972,581 

1,148,068 

18.0 

126-250 cc 

89,522 

175.361 

95.9 

251 cc or 
over 

132.085 

160,683 

21.7 

Total 

2,243,648 

2.576,873 

14.9 


account for 42.4 per cent while medi¬ 
um-sized motorcycles of 51 to 125 cc 
capacity account for 44.6 per cent, 

It may be added that models of 126 
to 250 cc have a share of 6.8 per cent 
in the total production while big motor¬ 
cycles of 251 cc and beyond account 
for 6.2 per cent. In other words, large 
motorcycles of size beyond 126 cc are 
not very popular with the Japanese 
people. Table I reveals that during 
1969, the growth rate of category 126 
to 250 cc and category of 251 cc and 
over was quite marked showing an 
increase of 95.9 per cent and 21.7 per 
cent respectively in one year but this 
uptrend was necessarily due to increased 
demand in foreign markets. 

Rising Production 

In Japan today there are 8.8 million 
motorcycles in use which means that 
there is one motorcycle for every 12 
persons. Most popular type in domestic 
use is 51 to 125 cc motorcycles which 
accounts for 51.6 per cent of the total. 
The shares of 50 cc or less and 126 
cc or more motorcycles are 39.6 per 
cent and 7.8 per cent respectively. It 
may be added that the basic types of 
motorcycles on sale in Japan, classified 
by piston displacement has increased 
from 74 in 1964 to 95 in 1969. Table 
H reveals that the largest increase in the 
number of types has been in 90 cc capa¬ 
city while there was an actual decline in 
the 51 to 75 cc category. This shows 
that the trend is to use motorcycles of 
medium-size which have a steady per¬ 
formance and comparatively low con¬ 
sumption of petrol. The increase in 
types reveals a tendency to purchase 
models having novelty in appearance. 
A recent survey conducted in Japan, 
reveals that the age group 16 to 19 use 
30 per cent of the total motorcycles in 
Japan. Similarly 36 j>er cent of the 
users of motorcycles are in the age group 
of 20 to 29. In other words as many as 
66 per cent of Ihe motorcycles in Japan 
are being used by individuals in the age 
group of 16 to 29. Young being the 
main buyers of motorcycles, Japanese 
producers have tried to improve the 
appearance and offer a large variety in 


sizes so that it is both more attractive 
and useful to a particular user. 

Table IT 

NUMBER OF TYPE CLASSIFIED 
BY PISTON DISPLACEMENT 



1964 

1969 

In¬ 
crease 
or de¬ 
crease 

50 cc 

16 

19 

3 

51-57 cc 

15 

9 

—6 

90 cc 

3 

20 

17 

125 cc 

16 

16 

0 

250 cc 

19 

17 

—12 

251 cc or more 

8 

14 

6 

Total 

74 

95 

21 


Perhaps the most significant experi¬ 
ence of Japan in the field of motor¬ 
cycles which can be of great value to 
this country is the manner in which the 
number of producers has shrunk in 
Japan in recent years. A few years back 
Japan had more than 30 motorcycle 
makers, both large and small. Gra¬ 
dually with increasing competition and 
increasing demand for quality products 
at low prices, the small manufacturers 
have dropped out one after another so 
that at present only four big manu¬ 
facturers are left in this field — Honda 
Motors, Suzuki Motors, Yamaha Mo¬ 
tors and Kawazaki Heavy Industries — 
so that cost of production is reduced to 
a substantial extent. These units are 
able to make large investments for 
modernisation of their plants every 
year and spend huge funds on research 
and development in order to improve 
quality. The union government should 
take a due from the experience of the 
Japanese indnstry and allow substantial 
expansion to the existing units pro¬ 
ducing scooters and Motor cycles. 

Strict Quality Controls 

Although the Japanese industry is 
known for its dependence on ancillary 
units which produce more than 500 
parts of these motorcycles, strict quality 
tests are carried out to maintain stan¬ 
dards. Moreover, the quality of com¬ 
ponents such as electrical equipment, 
tyres, batteries etc., is continuously im¬ 
proved in close co-operation with 
specialised manufacturers. Severe tests 
are also conducted for engines In labora¬ 
tories where the same temperature and 
humidity as in the tropical or other 
zones (according to destination) are 
created. Moreover, after the assembly, 
motorcycles are put to rigorous run- 
ing tests in rain, snow and other weather 
conditions in an effort to improve their 
performance. Of late electronic com¬ 
puters have been introduced to control 
the assembly line and maintain a 
check on quality. 
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Trade 


HITLERS DE-RECOGNISED 

Mk Y.B. Chavan, union Finance Minis¬ 
ter, made the following statement in 
Rajya Sabha on September 7, 1970: 
“The President has under the Consti¬ 
tution the unquestioned power to de¬ 
recognise the Rulers. During the de¬ 
bate in Parliament, it was even urged 
by some members that government 
should have resorted to this power in¬ 
stead of bringing the Constitution 
Amendment Bill, While government 
would have preferred that the exercise 
of Presidential powers to de-recognise 
the Rulers should await the adoption 
of the Constitution Amendment Bill, 
it is regretted that this has not been 
found possible through Jack of a 
fraction of a vote in the Rajya Sabha. 
However, government is fortified in the 
belief that there is widespread support 
in the country for putting an end to an 
out-moded and antiquated system 
which permitted the enjoyment of privi¬ 
leges and privy purses by a small sec¬ 
tion of our people without any corres¬ 
ponding social obligation on their part. 
Jn the Lok Sabha the Constitution 
Amendment Bill commanded the sup¬ 
port of 332 members as against J54. In 
the Rajya Sabha the motion for the Bill 
being taken into consideration received 
149 votes in its support as against 75. 
During the course of the debate in 
Parliament, even many of those who 
opposed the Constitution Amendment 
Bill expressed themselves in favour of 
the abolition of privileges and privy 
purses. As it has been government’s 
declared policy to abolish these privi¬ 
leges and privy purses and also to put 
an end to the very concept of rulership, 
government felt they would be justified 
in de-recognising the Rulers and thus 
pulling an end to a period of political 
and other uncertainties so undesirable 
in a matter of this nature. Accordingly, 
President has decided to de-recognise 
all the Rulers and thereby terminate 
their privy purses and privileges with 
immediate effect. Orders have been 
issued in pursuance of the decision. 
Government would like to honour their 
declared policy expressed in the Presi¬ 
dential Address of making transitional 
arrangements to enable the erstwhile 
Rulers to make the necessary adjust¬ 
ment to the changed circumstances.” 

FERTILIZERS FROM JAPAN 

A contract was signed recently for the 
purchase of 74,626 metric tons of urea 
valued at $5 million from Japan against 
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the ninth yen credit. The contract was 
signed by Mr K. Ram, Secretary, union 
Ministry of Supply on behalf of the 
union government and by Mr J. 
Adachi on behalf of the Japan Urea and 
Ammonium Sulphate Export Company. 
The CIP price will be $67 per metric 
ton which is the lowest price ob¬ 
tained this year for purchases under tied 
credits. The supplies will be spread over 
October to December this year. 

INDIAN PAVILION AT VIENNA FAIR 

Nearly forty thousand people visited 
the Indian pavilion at the Vienna 
International Trade Fair on the in¬ 
augural day. The fair, which was in¬ 
augurated on September6, continued till 
September 13. The Indian pavilion re¬ 
ceived trade enquiries on engineering 
goods, electronic equipment, silk 
handicrafts from various firms and tra¬ 
ders. 

EXHIBITIONS AND FAIRS 

India participates in a large number 
of exhibitions and fairs as the Directo¬ 
rate of Exhibitions in the Ministry of 
Commerce has progressively expanded 
this activity over the past decade. It 
also organises, from time to time ex¬ 
clusively Indian exhibitions in selected 
markets. Besides, a number of show¬ 
rooms and trade centres have been set 
up in important regions for promotion 
of India’s exports. The need for expand¬ 
ing t he scope of these activities and mak¬ 
ing them commercially more fruitful 
has acquired new urgency under the 
country’s export drive. Beginning with 
the fourth quarter of the year the pro¬ 
gramme of the country’s participations 
in international trade fairs up to March 
1971, which are to be organised by the 
Indian Council of Trade Fairs and 
Exhibitions is as under: 


Fairs 

Damascus International Fair, Damas¬ 
cus (Syria) 

Zagreb International Autumn Fair, 
Zagreb (Yugoslavia) 

Texas State Fair, Dallas (USA) 
Bucharest International Fair, Bucharest 
(Rumania) 

Ghana International Trade Fair, Accra 
(Ghana) 

Frankfurt International Spring Fair, 
Frankfurt (W*Germany) 

Daily Mail Ideal Home Exhibitions 
London (UK) 
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COTTON IMPORT 

A co-operative consortium of all 
cotton importers will be set up soon 
according to a decision of importers 
at an informal meeting in Bombay held 
on September 8. While the: consortium 
members will be free to import cotton 
on behalf of the mills or the cotton 
Corporation of India, all cotton im¬ 
ported by them will be directed through 
the consortium vrs-a-vis CCI to the mill 
buyers. No individual or firm of im¬ 
porters will, therefore, be free to carry 
on in any form, directly or indirectly, 
any discussion or negotiation with CCI 
or with any of its associates, unless 
expressly allowed to do so by the con¬ 
sortium or the All India Cotton Fede¬ 
ration. AH the 64 cotton importers, 
present at the meeting were said to 
have signed a pledge to this effect, and 
reaffirmed the total unity of the trade. 

EXPORT OF PROCESSED FOODS 

Export of Processed Foods at Rs 
11.53 crores during 1969-70 as against 
Rs 9.67 crores during 1968-69 showed an 
increase of 22 per cent. Fruit juices, 
particularly mango juice, instant tea 
and instant coffee, guar gum and non¬ 
alcoholic beverage bases have recorded 
impresssive rise in exports. Exports of 
canned and bottled fruits and vegetabl¬ 
es at Rs 194.51 lakhs against last year’s 
figure of Rs 102.65 lakhs showed an 
increase of 90 per cent. Exports of ins¬ 
tant tea at Rs 54 lakhs also have almost 
doubled since last year, the main mar¬ 
kets being the USA and the UK, while 
the exports of instant coffee have shown 
a marginal increase of Rs 8 lakhs over 
the previous year. The USSR and 
Yugoslavia are the main markets 
for this item. The increase in the 
exports of guar gum over the previous 
year is also more than 100 per cent. 

COMMISSION ON AGRICULTURE 

A high-level National Commission 
is being set up under the Chairmanship 
of Mr C. Subramaniam to enquire into 
the progress, problems and potential 
of Indian agriculture. Besides the chair- 


Date 

August 25 to September 20, 1970 

September 10-20, 1970 

October 10-25, 1970 
October 13-24, 1970 

February 1-14, 1971 

February 28-March 4, 1971. 

March 1971 



September ft, 1970 


EASTERN ECONOMIST 


517 



<P$*x fr 

Sp Eleven flights west 


three flights east 
Y one flight south... 


and we’re not even an airline! 


Don’t mistake us. We make quality abrasives. And 
our products travel to 15 countries around the world: 

TANZANIA, KENYA, UGANDA, U.A.R., IRAN, 
IRAQ, RUMANIA, CZECHOSLOVAKIA, ITALY, 

U.K., U.S.A., MALAYSIA, THAILAND, JAPAN, 
and CEYLON. In a 3 year period from 1967-69, 

exports of Carborundum Universal coated and bonded 
abrasives and calcined bauxite have increased nine timesl 


xJL* 


CARBORUNDUM UNIVERSAL LTD. 

Manufacturers of Quality Bonded and Coated Abrasives, Abrasive Grains, 
Calcined Bauxite, Machinery and Super Refractories. 

Madras • Calcutta • Bombay o Delhi 






























































September 18; 1970 

man, the commission will comprise five 
full-time members and ten part-time 
members. Mr J.&. Sarma, Economic and 
Statistical Adviser in the Ministry of 
Food and Agriculture has been appoin¬ 
ted its whole-time Member-Secretary, 
The names of the other 15 members are 
to be announced later. The commission 
will be required to make a comprehen¬ 
sive assessment of the current progress 
of Indian agriculture and examine the 
possibilities of its improvement and 
modernisation. Its investigations on 
land and water development will in¬ 
clude the scope for the expansion of 
crops for balanced and nutritious foods, 
for industrial uses and for export with 
special reference to horticulture. Under 
this head, it will consider problems of 
soil and moisture conservation particu¬ 
larly in the catchment areas of major 
irrigation projects, water management 
and groundwater exploitation, and pro¬ 
grammes for land reclamation. It will 
also consider the scope for mechani¬ 
sation of agriculture and greater spread 
of the new strategy of agriculture, as 
well as the availability of agricultural 
credit from government and institu-* 
tional sources. 

O.N.G.C. IN 1968-69 

The annual report of the Oil and Na¬ 
tural Gas Commission for the year 
1968-69 along with the review for 
1968-69 was released recently. During 
the year, the government investment in 
the commission increased by Rs 22.01 
crores (Rs 3.76 crores of capital and 
Rs 18.25 crores of loans) bringing the 
total investment to Rs 181.07 crores (Rs 
123.29 crores of capital and Rs 57.78 
crores of loan). After including the 
reserves and surpluses, long-term loans, 
and adjusting suspense heads, the total 
capital employed as on March 31, 1969, 
was Rs 226.29 crores as against Rs 
192.33 crores at the'end of the previous 
year. Excluding the investments in the 
subsidiary company, viz.. Hydrocarbons 
India (Private) Ltd, and the capital 
works in progress, the average capital 
employed during the year was Rs 
182.19 crores, on which the profit, 
before charging the interest on loans, 
worked out to Rs 14.51 crores. The 
Kalol, Navagam and Rudrasagar fields 
which are fast coming up, have added 
to the capital employed and improve¬ 
ment in the profitability of the Com¬ 
mission may be anticipated only after 
these fields have been put into commer¬ 
cial production. 

WEST COAST ROAD PROJECT 

Mr K. Raghu Ramaiah, Minister for 
Parliamentary Affairs, Shipping and 
Transport is understood to have in¬ 
formed the Consultative Committee 
of the Members of Parliament for Minis¬ 
try of Shipping and Transport recently 
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that his ministry has included the West 
Coast Road in the fist of National 
Highway Projets referred to the Plann¬ 
ing Commission and is awaiting financial 
sanction. The West Coast Road starts 
from Panvel in Maharashtra and ends 
at Challesseri in Kerala and from there 
the road in question forms part of Na¬ 
tional Highway No 47-A which goes 
up to Kanyakumari. The West Coast 
Road is an important road financed 
under the central aid programme for 
state roads of economic and inter-state 
importance. 

The committee, which discussed 
mainly the road development pro¬ 
gramme, was also informed about the 
progress of various bridge projects. 
Mr K. Ragbu Ramaiah is understood to 
have told that the construction of the 
bridge across Panchaganga near Kola- 
pur (Maharashtra state) has been sanc¬ 
tioned and tenders are being invited by 
the state PWD. The 2200 feet-long 
Doharighat bridge over river Ghagra in 
UP, costing about Rs 163 lakhs, will be 
completed before next monsoon. 

RISING COSTS OF TYRES 

Recently there has been a move for an 
upward revision of natural rubber 
prices. The floor price of natural rubber 
was raised from Rs 3230 per ton to Rs 
4150 per ton in October 1967. As a 
result of higher offtake of natural rubber 
recently by the tyre industry, the prices 
of natural rubber, which had fallen 
down, has picked up by about Rs ,500 
per ton and it is stated to be around 
Rs 4800 to Rs 5000 per ton at present. 
The international price of natural rubber 
(tyre grade) is only Rs 2800 per ton 
fob Singapore. This is likely to come 
down further in the near future in view 
of the recent announcement in Malay¬ 
sia about the immediate possibilities of 
almost doubling the natural rubber 
yield. This will reduce the international 
prices of natural rubber still further. 
Indian rubber planters and growers 
would do well in applying new techni¬ 
ques at least to the old and low yielding 
rubber trees to improve on the present 
low productivity.. Since the last tyre 
price adjustment, there has been an 
overall increase in the cost of tyre pro¬ 
duction in India because of the ab¬ 
normal increase in labour cost and up¬ 
ward revision of the prices of several 
other materials. If the raw rubber price 
increases steeply the tyre manufacturers 
will naturally need a corresponding 
increase in the price of tyres to meet the 
higher cost of production. 

SUPPLY OF COINS TO GREECE 

The State Trading Corporation has 
secured an order from Greece for bulk 
supply of coins worth Rs 33 lakhs. 


This is the second order STC has secured 
from Thailand in June last for supply 
of coin blanks worth Rs 1.20 crores. 
The coins for Greece will be minted by 
the Government of India, Bombay. 
The STC hopes to complete the supplies 
by the end of March 1971. 

TRUNK DIAL . DELHI-AMRITSAR 

Subscriber trunk dialling service 
(STD) between Delhi and Amritsar was 
inaugurated on September II. 

BAN ON EXPORT OF TIGER SKINS 

The export of tiger skins, leopard 
skins and panther skins and their 
products, even as personal baggage 
by outgoing passengers including 
tourists, has been banned with immedi- 
date effect. This step has been taken 
in furtherance of the government's 
policy in regard to the preservation of 
wild life in the country. Following re¬ 
ports of indiscriminate killings of these 
animals in the country, the government 
had banned in June 1968 commercial 
exports of skins of these animals. The 
tourists were, however, being permitted, 
subject to certain conditions, to take 
out of India, as part of their baggage, 
the skins of tigers, leopards and pan¬ 
thers shot by them during their stay in 
this country. With the instructions 
now issued, the ban would be total and 
the special concession for visiting 
tourists cancelled. 

NAMES IN THE NEWS 

Mr Narinder Singh Pujjji has been 
appointed BOAC’s new District Sales 
Manager for central India. He will be 
based in Bombay and his territory will 
include Maharashtra, Madhya Pradesh, 
Gujarat and Goa. 


TEXTILES COMMITTEE 
LATEST MARKET RESEARCH 
PUBLICATION 

CONSUMER PURCHASES 

OF TEXTILES, 1969 

(Price Rs. 5.) 

- contains statistical information on 
textiles consumption per family per 
month by varieties and fibres which will 
be very useful for planning of produc¬ 
tion and distribution of textiles. 

Copies can be had cither by V.P.P. 
or on cash payment. Postage will be 
charged extra. Write to: 

The Secretary, Textiles Committee, 
79, Dr. Annie Besant Road, Worli, 
Bombay-18. 
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CENTRAL INDIA MACHINERY 

Central India Machinery Manufac¬ 
turing Co. Ltd, has earned a net profit 
of Rs 9.83 lakhs after providing Rs 
1.53 lakhs for development rebate re¬ 
serve. After bringing in the loss 
of Rs 18.25 lakhs from the previous 
year and after making some adjustments, 
a debit balance of Rs 7.77 lakhs has 
been carried forward. Sales have come 
down to Rs 7.45 crorcs from Rs 10.74 
crores. Arrears of depreciation amount, 
to Rs 76.99 lakhs. The directors have 
proposed to pay the preference dividend 
which will absorb Rs 6.41 lakhs and 
will be paid from dividend reserve. 
The directors state that the working of 
the textile division at Gwalior has im¬ 
proved further. The working of the 
winding, warping machines and calen¬ 
der bowls divisions have been satis¬ 
factory. To meet the increasing demand 
the production of the winding machines 
has been increased, production of the 
prototype warping machines is expected 
to commence in the current year. The 
working of the steel foundry division 
continues to be unsatisfactory due to 
very low prices of cast steel items. 
The working of the wagon division has 
been affected by irregular and insuffi¬ 
cient supplies ol wheel sets from the 
railways and low prices at which wagon 
orders were placed. The company 
is making efforts to enter the export 
market. 

ESCORTS 

Escorts Tractor Ltd, a subsidiary com¬ 
pany of Escorts, came into existence 
under an agreement signed between Es¬ 
corts and Ford Motor Company of. 
the USA. The company has 
been floated with an authorised 
capital of 21 crores, out of which Ford 
Company is contributing 40 per cent 
and Escorts, 60 per cent. Total expen¬ 
diture estimated for the project is about 
Rs 9 crores. A part of the cost would 
be met by loans being raised by ETL 
from various financial institutions. The 
production of the Ford tractor is ex¬ 
pected to begin in January, 1971 and 
is phased over three years. In the first 
year of the production these tractors will 
have 50 per cent imported and 50 per 
cent indigenous contents. In the second 
anJ third year, they will have, through 
progressive import substitution, indi¬ 
genous content of 75 per cent and 90 
per cent respectively. A 43 acre-area 
of land lias been acquired near the exist¬ 
ing Escorts plants for this venture 


which, when completed, will deliver 
6,000 Ford tractors, developing about 
50 HP annually. Escorts tractors Ltd will 
market Ford tractors through the net¬ 
work of distributors established all 
over India by Escorts Ltd. 

BALARPUR PAPER 

The board of directors of the Balar- 
pur Paper and Straw Board Mills Ltd 
have decided to issue bonus shares in 
the ratio of one equity share for every 
two held by the shareholders, subject 
to the approval of the Controller of 
Capital issues. With this issue, the 
paid-up capital of the company will go 
up from Rs 5.57 crores to Rs 7.62 
crores. And the reserve and surplus 
fund, after capitalisation of Rs 2.05 
crores, would still stand at the high 
figure of Rs 5.30 crores. The bonus 
shares shall rank pari passu in all res¬ 
pects with the existing ordinary shares 
of the company except that they shall 
not participate in the dividend for the 
year ended June 30, 1970. The bonus 
shares will be given to the shareholders 
on a date to be fixed hereafter by the 
board of directors and for which inti¬ 
mation will be given in due course. 

T1TAGHUR PAPER 

There was an increase in sales to Rs 
16.16 crores from Rs 14.76 Crores in 
respect of the Titaghur Paper Mills 
Co. Ltd during the year ended March 
1970. The profit, after depreciation, 
is shown higher at Rs 21.45 lakhs as 
against Rs 16.65 lakhs for the previous 
year. The profit would have been still 
higher, but for a slight decline in the 
total production to 68,261 tonnes 
from 69,166 tonnes due to labour unrest. 
There was also an all-round increase in 
the prices of raw materials, chemicals, 
coal and other imported and indigenous 
items. In respect of allocations, deprecia¬ 
tion is lowered to Rs 52.44 lakhs 
from Rs'56.83 lakhs. After withdraw¬ 
ing Rs 6.26 lakhs from development 
rebate reserve (statutory) a sum of Rs 
14.56 lakhs is transferred to general 
reserve, while no provision is made for 
debenture sinking fund against Rs 
16.55 lakhs previously, while the di¬ 
vidend on the preferred ordinary shares 
is maintained at 13 per cent. The direc¬ 
tors have also proposed an interim divi¬ 
dend of 30 paise per share on the "A" 
and “B” ordinary shares for the current 
year, payable on or after October 30. 
Regarding future plans, the directors 
state that considerable progress has 


been made in respect of phase I of 
the expansion and modernisation 
scheme relating to both Nos I and 2 
mills in West Bengal. Despite the diffi¬ 
cult labour situation, it is the intention 
of the company to go ahead with the 
balancing of the pulp mills and also 
synchronisation with the crash pro¬ 
gramme, which is being planned as per 
government’s request. 

HUKUMCHAND JUTE 

As a result of a rise in gunny sales to 
Rs 11.01 crores from Rs 9.40 crores, 
the Hukumchand Jute Mills Ltd has 
recorded a profit of Rs 3.98 lakhs for 
the year ended March 1970 as against 
a loss of Rs 2.65 lakhs incurred in the 
preceding year. No provision is made 
for depreciation. After certain adjust¬ 
ments, the debit balance of Rs 26.80 
lakhs brought forward from the previ¬ 
ous year, is reduced to Rs 23.21 lakhs 
which is carried forward to next year. 
The directors expect better working 
results during the current year. 

STAR PAPER 

The Star Paper Mills Ltd has shown 
a rise in sales during the 18 months 
ended March 1970, at Rs 9.11 crores 
against Rs 4.87 crores for the previous 
year. The net profit, after depreciation 
and development rebate reserve, 
amounts to Rs 13.14 lakhs against a 
loss of Rs 30,248 incurred in the preced¬ 
ing year. In respect of allocations, de¬ 
preciation is raised to Rs 69.37 lakhs 
from Rs 42.58 lakhs, while a sum of 
Rs 24 lakhs is provided for develop¬ 
ment rebate reserve. After writing back 
Rs 19,401 against interest pertaining 
to previous year, a sum of Rs 14.22 
lakhs is transferred to general reserve. 
The directors have proposed to pay 
arrears of dividends on all classes of 
preference shares up to year ended 
September 1969 out of general reserve. 
The directors are thinking of increasing 
production capacity by adding certain 
balancing equipment under a “crash 
programme" initiated by the govern¬ 
ment. 

MllKAND IRON 

Mr Kamalnayan Bajaj, Chairman of 
Mukand Iron and Steel Works Ltd. 
has pointed out in his annual statement 
to the shareholders that the supply 
position in respect of billets has 
been deteriorating steadily for die 
past year and a half. As back as 
December 1968, the government had 

S romised to supply 75,000 tonnes of 
illets per month against the billet re¬ 
rollers’ installed capacity of 230/100 
tonnes per month on a two-shift basis. 
But the actual despatches were always 
lower and have dropped further. In 
the last four months the average month¬ 
ly supply has fallen to 30,000 tonnes 
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To keep 
your 
records 

straight 

Business equipment by Kodak 



You’ll be surprised at the difference it makes to speed, 
efficiency and economy In your organisation. 

VERIFAX Copier: For the production of single or 
multiple permanent copies from printed, typed, hand' 
written or drawn originals up to and including the size 
of 35.6x45.7 cm (14'x18*).The originals can be opaque 
pr translucent, single-sided or double-sided. Pencil or 
ink characters are faithfully reproduced. 

STATFJLE Recorder: An all-purpose camera recorder- 
cum-enlarger to record originals of up to 101.6 x 152.4cm 
(40* x 60’) on 124 * 16.6 cm {4.8/4* x 6V") size films. 
The same equipment cart enlarge the films back to 
original size or any intermediate size on photographic 
.paper, 

i RECORDAK Microfile Camera MRG-1: Instantly and 
laccurately microfilms engineering drawings and other 
!iarge documents up to 114.3 x 160 cm (45" x 63") on to 


85 mm filnun Portable mlcrofllmers for microfilming 
of documents up to 30.5 cm (12") in width on 16 mm film 
are also available. 

RECORDAK 'Prostar' Processor: For automatic proces¬ 
sing of 16 mm and 35 mm film at the rate of 5 ft. per 
minute. 

RECORDAK Precision Reader Printer: Provides ready- 
to-use prints from 16 mm and 35 mm film within 30 
seconds. It can also be used as a Reader. 

MIRACODE System: The most efficient recording 
system of information and of retrieval which will flash 
back or print one record out of a million In seconds. 

KOM-90 Microfilmer: Converts information from 
computer magnetic ’tapes directly into readable lan¬ 
guage on microfilm. As many as 300 pages of 
information can be translated in a minute. 
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* a precision product 

* processed under scientific quality control 

* made of High Carbon Chrome Steel 

* of robust design 

Manufactured by : 

NATIONAL ENGINEERING INDUSTRIES LTD., 

( BEARINGS DIVISION ) JAIPUR. 

Sales Offices : Calcutta : lr.ddv Exchange Building. 

Bombay : G/3. Advent. I2A, Foreshore Road. Backbay 
Reclamation. 

New Delhi : 29'1. A«uf Ali Road. 

Amritsar : Amar Niwas. 56. Majitha Road. 

Coimbatore : 19-20. West Pcriaswamy Read. R S. Puram 
Kanpur : 111f408, Ashok Najjar, 
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which is inadequate even for one shift 
-working. The government had stated 
in the past that with the expansion of 
the Bhilai steel works during the fourth 
plan period the capacity for billet pro¬ 
duction would increase by 560,000 
tonnes per year, but this expansion 
has now been postponed to the fifth 
Plan. The position of the rerollers is, 
therefore, not likely to improve in the 
near future. The company's report for 
1969-70 states that its production of 
bars and rods fell to 108,392 tonnes 
from 120,636 tonnes for the previous 
year following a drop in the billet supply 
to 71,242 tonnes from 90,280 tonnes. 
The position has worsened in the current 
year. 

EXCELSIOR PLANT 

Excelsior Plants Corporation Ltd 
entered the capital market on Septem¬ 
ber 17 with a public issue of Rs 25 lakhs 
comprising Rs 18 lakhs in equity shares 
of Rs 10 each and Rs 7 lakhs in (9.5 
per cent) redeemable cumulative 
preference shares of Rs 100 each. The 
subscription list will close on Septem¬ 
ber 28 or earlier but not before Septem- y 
her 19. The entire public issue is under¬ 
written. The company has an authorised 
capital of Rs 1 crore and a paid-up 
capital of Rs 4.61 lakhs. It proposes to 
undertake the manufacture of all ma¬ 
chinery and plants for the production 
of red clay bricks and tiles, refractories 
and other allied ceramics, including the 
machinery for the extraction of clay 
and other allied materials. It is a pro¬ 
ject undertaken in technical collabora¬ 
tion with Messrs Uzni-export, Bucha¬ 
rest, Rumania, who will supply the 
machinery on deferred credit. The plant 
will be located at Faridabad, Haryana, 
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about 14 miles from Delhi. The plant 
is expected to go into production by 
August 1971. 

TWA 

Preliminary operating revenues for 
Trans World Airlines Inc. for the month 
of July totalled $121.6 million, showing 
a rise of 11.2 per cent from July 1969, 
revenues of $109.3 million. Preliminary 
operating expenses for the month, 
including 1.1 million in mutual aid 
payments, were $111.4 million an in¬ 
crease of 12.8 per cent over July 1969 
expenses of $98.8 million. Revenue for 
January to July were $653.4 million, 
nearly 6.9 per cent above total revenues 
of $611.0 million for the same period in 
1969. Operating expenses for the seven 
months up to July increased by 14.6 per 
ceiri to $701.4 million from $611.9 
million in the 1969 period. Net loss for 
the Airlines for the period totalled 
$42.6 million compared to a loss of 
$651,000 for the first seven months of 
1969. 

H.M.T. 

Over a dozen machines from Hindu¬ 
stan Machine Tools Ltd were displayed 
at the Hanover Fair held from Septem¬ 
ber 6 to I 5. While eleven of the 4 Hindu¬ 
stan’ machines were displayed in the 
pavilion put up by the Hindustan 
Machine Tools, three of its products. 
— a radial drill, horizontal broaching 
machine and drum turret were displayed 
in the pavilions of HMT's collabora¬ 
tors, Messrs Hermann Kolb, Messrs 
Oswalt Forst and Messrs Gildemeister, 
respectively. Among the machines dis¬ 
played in the HMT pavilion are the 
hydraulic mini-chucker with AEG 
numerical control — AEG Numeric 
132; hydraulic cylindrical grinder with 


523 

auto work sizing equipment: tool grind¬ 
ing and lapping machine; multi spindle 
drill; horizontal broaching and fine 
boring machine; all-electric milling ma¬ 
chine with numerical control, straight 
cut and tape programme; and pre¬ 
selection centre lathe with single axis 
hydro-copying equipment etc. These 
machines are completely designed and 
built by HMT engineers. It may be re¬ 
called that development of these high¬ 
ly sophisticated machines has been 
possible as a result of HMT taking 
positive steps for diversifying its pro¬ 
duction lines. These steps have enabled 
Hindustan Machine Tools to make an 
effective impact on the export market 
particularly in Europe, the UK and 
the USA. 

CURRENCY EXCHANGE TABLES 
The decimalisation of the UK curren¬ 
cy will come into effect from February 
15, 1971. The publishers of the multi- 
currency exchange tables, Messrs H.P. 
J. Kapoor. Pratap Street, Delhi-6 have 
already rn^dc arrangements for the 
printing of new exchange tables which 
will be given free as a supplement to 
the buyers of their present volume. The 
multi currency exchange tables has 
the distinction of covering conversion 
tables from Japanese yen and Italian 
lire to Indian rupees and vice versa, 
and in that respect it has fulfilled 
the long felt need. The present 
volume contains nearly all the curren¬ 
cies of the world such as, £ sterling, 
US dollars, Australian dollars. New- 
Zealand dollars, Russian roubles, 
Canadian dollars, Deutsche marks, 
Dutch guilders, Swiss francs, French 
francs, Belgian francs, Swedish 
kroners, Norwegian kroners and Danish 
kroners. 



Our fleet of eighteen modern freighters offers fast, 
regular and dependable service between 

INDIA—U. K. * THE CONTINEMT • INDIA/EAST PAKISTAN—SOUTH AMERICA 
INDIA—BLACK SEA A EASTERN MEDITERRANEAN PORTS 
INDIA—POLAND Also around the INDIAN COAST 

INDIA STKAMSHIP CO.. LTD. 

4W steamship must", it, out am house sweet, uicam-i 
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The Fertilizer Corporation of India is the largest with the latest types of medical facilities to provide 

chemical fertilizer complex in the country employing medical aid to the employees and their dependents, 

about 20.000 people in five operating Units and three The Corporation incurs over Rs. 20 lakhs every year 

projects under construction. on the medical care of employees and their families. 

Looking after the welfare of these employees has We have 16 schools and one college at the five units in 

always been one of our important goals and to make which 9,600 children of the empolyees receive educa- 

their lives worth living we have extended various types t lon. These schools are located in townships which 

of facilities to them. a i 80 have facilities like recreation clubs, sports and 

The Corporation, for example, has provided 6,44$ play grounds etc. 

houses in the townships of five operating Units. These IMi , , , . ... . 

houses are of different types and allotment is made These faculties are in various stages of development 
according to the entitlement. other p CI factories under construction 

These Units have four full*fledged hospitals and 12 dis- As the Corporation prospers, the FCI employees will 
pensaries manned by 71 well qualified doctors equipped also have a better tomorrow. 


Newflelds 
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FOR THAT SPIRIT OF CAMARADERIE 

[] FERTILIZER GORPORATUM OF HUM LTB., 
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Wholesale Prices 


The Wholesale prices as measured by 
the official index (with the year ended 
March, 1962=100) witnessed a rise of 

1.1 per cent to 180.8 during June, 
1970, when compared to 178.8 
for May 1970. In June 1970 the index 
was higher by 5,2 per cent when com¬ 
pared to June 1969. 

The rise in the All Commodities in¬ 
dex was shared by an advance in the 
indices of “Food Articles’ by 1.2 per 
cent to 205.5 as against 203.0 
for the earlier month, “Industrial Raw 
Materials' by 3 .1 per cent to 201.2, 
‘Machinery & Transport Fquipment* by 
0.1 per cent to 144.1 as against 144.6 
for the previous month and ‘Manu¬ 
factures’ by 0.7 per cent to 151.4. 
However, the indices for ‘Liquor & 
Tobacco’ and ‘Fuel, Power, Light & 
Lubricants’ groups recorded a fall of 
0.9 and 0.2 per cent to 185.0 and 
159.8 respectively. The index fpr 
‘Chemicals’ group remained unchanged 
at its previous month’s level of 184.5 
during the month under review. 

Food Articles 

The sub-group indices for ‘Cereals’ 
and ‘Pulses’ advanced by 1.5 and 3.6 
per cent to 206.8 and 244.6 respectively 
during June 1970 due to, an overall 
rise in prices of cereals and pulses. 
This was responsible for pushing up the 
index for Toodgrains’ by 2.0 per cent 
to 213.7 as against 209.6 for 
the earlier month. At this level the 
index for ‘Foodgrains’ was higher by 

2.2 per cent when compared to that of 
a year ago. Lower prices of bananas 
and oranges brought down the sub¬ 
group index for ‘Fruits & Vegetables’ 
by 6.0 per cent to 215.9 The prices 
of potatoes, onions and cashewnuls, 
however, moved up. 

Due to a Tall in the prices of milk the 
index for ‘Milk & Milk Products’ de¬ 
clined by 4.0 per cent to 209.2. The 
prices of ghee and butter, however, 
recorded a rise. Higher prices of all the 
edible oils pushed up the index for this 
sub-group by 2.8 per cent to 237.0. 
The sub-group index for ‘Fish, eggs & 
Meat’ registered a rise of 9.6 per cent 
to 212.5 due to an increase in the prices 
of all the items under this sub-group. 
The prices of gur and khandsari ad¬ 
vanced while sugar and confectionery 
remained stationary. The net effect was 
that the index for ‘Sugar & Allied Pro¬ 
ducts’ sub-group went up by 3.0 per 
cent to 158.4. 

A rise of 3.2 per cent to 194.2 in 
the sub-group index for ‘Other Food 


Articles’ was attributable to higher 
prices of black pepper, chillies, cloves, 
coffee, bctelnuts and salt. The prices 
of turmeric and cardamoms, however, 
moved down during June. 1970. 

Liquor & Tobacco 

The index for this group declined by 


0.9 percent to 185.0due to lower prices 
of tobacco raw. 

Fuel, Power, Light & Lubricants 

The index l\>r this group receded by 
0.2 per cent to 159.8 on account of a 
fall in the prices of kerosene oil and 
diesel oil. The price of castor oil, how¬ 
ever, went up during the month under 
review. 

Industrial Raw Materials 

Higher prices of cotton raw, jute 
raw & mesta. woo! raw and coir fibre 


A PROM RECORD IF SERVICE 
TB TIE SMALL MAN 
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I’m doing 
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BANK OF MAHARASHTRA’S 

timely help* 

* Soma 300 Road Transport Operators enjoy 
credit facility worth a CRORE of rupees from us 

We ceil extend financial aid for your 
small venture too 

Ask for details today 

BANK BF MAIURASRTIIA 

Head Office: 1177, Budhwar Peth, Poona 2 
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pushed up the index for ‘Fibres' sub¬ 
group by 2.4 per cent to 173.8- How¬ 
ever, the prices of hemp raw and silk 
raw depicted a fall. Prices of all the oil¬ 
seeds moved up, consequently the index 
for this sub group advanced by 4.5 per 
cent to 243.1. The sub-gr >up index for 
"Minerals' remained unchanged at its 
previous month's level of 141.1. 

Among ‘Other Industrial Raw Ma¬ 
terials’ the prices of hides raw, tanning 
materials and lac increased while those 
of skins raw, rubber and logs & 
timber receded: on the whole the index 
for this sub-group moved up by 0.3 
per cent to 1(>5 I. 

Chemicals 

1 he index for this group stood un¬ 
changed at its earlier month's level of 
184.5. 

Machinery & Transport Equipment 

The index for ‘Machinery & Trans¬ 
port Equipment' stood at 144.1 as 
against 144.0 for the earlier 
month. The prices of beltings and cycles 
moved up during the period under re¬ 
view. 

Intermediate Products 

The index rose by 0.5 per cent 
to 175,3 owing to an increase in the 
prices of cotton yarn, coir yarn, zinc, 
lead and linseed oil. The prices of tin, 
however, depicted a fall. 

Finished Products 

Higher prices of cotton manufac¬ 
tures (+0.1 per cent to 139.4), jute 
manufactures (+2.4 per cent to 164.7) 
and woollen manufactures (+0.7 per 
cent to 182.0) raised the index for 
‘Textiles’ sub-group by 0.6 per cent to 
144.3. The prices of silk & rayon 
manufactures, however, moved down 
by 0.5 per cent to 117.0. The index for 
‘Metal Products’ moved up by 1.4 per 
cent to 16] .6 due to a rise in all the items 
in this sub-group. 

The index for ‘Non-Metallic Pro¬ 
ducts’ stood at 138.3 as against 138.5 
for the previous month. ‘Chemical Pro- 
Products’ rose by 1.5 per cent to 143.5 
due to an increase in the price of drugs 
medicines, paints and varnishes, dyeing 
materials and toilet requisites. The 
prices of essential oils and insecticides, 
however, declined. The sub-group index 
for ‘Rubber Products' declined by 1.3 
per cent to 155.4 due to a fall in the 
prices of other rubber products. The 
index for ‘Oilcakes' registered a rise 
of 0.6 per cent to 207.0. The ‘Mis¬ 
cellaneous products’ sub-group also 
rose by 0.6 per cent to 120.4 due to 
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higher prices of plastic materials, lamps 
and lanterns and plywood tea chests. 
The sub-group indices for ‘Leather Pro¬ 
ducts’ and ‘Paper Products’ remained 
unchanged at their previous month’s 
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level of 92.1 and 121,3 respectively. 
On the whole, the index for ’Finished 
Products’ moved up by 0.8 per cent 
to 145.6 during the month under re¬ 
view. 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND SUB¬ 
GROUPS OF COMMODITIES 

(Base: 1961-62*= 100) 


Monthly average increase (+) or de- 

Group and Sub-Group-crease (—) in June 

June May June J970 as compared to 

1970 1970 1969 -- 

May June 

J970 1969 


Food Articles 205.5 

(a) Food grains 213.7 

(/) Cereals 206.8 

(/7) Pulses 244.6 

(b) Fruits & Vegetables 215.9 

( c ) Milk & Milk Products 209.2 

«/) Edible Oils 237.0 

(e) Fish, Eggs & Meat 212.5 

if) Sugar & Allied Pro¬ 
ducts 158.4 

(g) Others 194.2 

Liquor & Tobacco 185.0 

Fuel, Power, Light & 

Lubricants 159.8 

Industrial Raw Materials 201.2 

(a) Fibres 173.8 

( b ) Oilseeds 243.1 

(r) Minerals 141.1 

(d) Others 165.1 

Chemicals 184.5 

Machinery & Transport 
Equipment 144.1 

(a) Electrical Machinery 141.2 

(b) Non-Electrical Machi¬ 
nery 149.9 

(c) Transport Equipment J36.1 

Manufactures 151.4 

Intermediate Products 175.3 

Finished Products 145.6 

(u) Textiles. 144.3 

(/) Cotton Mfrs. 139.4 

(ii) Jute Mfrs. 164.7 

(Hi) Silk & Rayon Mfrs. 117.0 

(iv) Woollen Mfrs. 182.0 

(v) Coir mats & ma¬ 
tting 165.8 

(h) Metal Products 161.6 

(<) Non-Metallic Pro¬ 
ducts 138.3 

( d ) Chemical Products 143.5 

(c) Leather Products 

(Shoe) 92.1 

(/) Rubber Products 155.4 

(g) Paper products 121.3 

(h) Oilcakes 207.0 

(i) Misc. Products 120,4 

All Commodities 180.8 


203.0 

198.6 

+1.2 

+3.5 

209.6 

209.0 

+2.0 

- 

1-2.2 

203.7 

202.0 

+1.5 


-2.4 

236.2 

240.7 

+3.6 

- 

-1.6 

229.0 

200.0 

- 

-6.0 

_ 

-8.0 

218.0 

208.2 

~4,0 

- 

-0.5 

230.6 

205.3 

H 

1-2.8 

+15.4 

193.8 

197.1 

- 

-9.6 

+7.8 

153.8 

184.1 

+3.0 

r ,, 

14.0 

188.1 

162.1 

+3.2 

+19.8 

186.5 

200.4 

- 

-0 9 

- 

-7.7 

160.2 

153.4 

- 

0.2 

+4.2 

195.2 

182.9 

+3.1 

+10.0 

169.7 

159.8 

+2.4 


-8.7 

232.7 

211.6 

+4.5 

+ 14.9 

141.1 

144.5 




-2.4 

164.6 

165.0 

+0.3 

+0.1 

184.5 

178.7 

• 


+3.2 

144.0 

133.7 

+0.1 

+7.8 

141.1 

133.7 

+0.1 

+5.6 

149.8 

134.9 

+0.1 

4-11.1 

136.1 

131.5 


* 

+3.5 

150.4 

141.2 

+0.7 

+7.2 

174.4 

155.5 

+0.5 

+12.7 

144.5 

137.9 

+0.8 

- 

h5.6 

143.4 

135.5 

+0.6 

- 

-6.5 

139.2 

131.1 

+0.1 

- 

-6.3 

160.9 

151.5 

+2.4 

- 

-8.7 

117.6 

116.2 

- 

-0.5 

* 

-0.7 

180,7 

168.9 

+0.7 


r 7.8 

165.8 

164.9 



+0.5 
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149.3 

+1.4 

+8.2 
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r- 

-0.1 

+4.1 
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+1.5 
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92.1 

96.9 



mm. 
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r „ 

-1.3 

- 
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, 


- 

40.7 

205.7 
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- 

|-0.6 

- 

r7.3 
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119.9 


-0.6 

- 

b0,4 

178.8 

171.8 

+1.1 

+5.2 


Source: Economic Adviser to the Govt, of India. 
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(Base: 1960*100) 






1969 



1970 


1969 

Oct. 

Nov. 

Dec. 

Jan. 

Feb, 

March 

General Index 









Seasonally adjusted 


172.5 

179.1 

172.8 

177.6 

181.5 

179.2 

172.4 

Crude 


172.5 

172.4 

172.4 

187.6 

186.6 

175.7 

179.8 

Mining and quarrying 


147.4 

145.1 

145.5 

157.9 

161.3 

154.4 

156.9 

Manufacturing 


167.2 

166.5 

165.6 

182.0 

180.2 

169.6 

174.2 

Food manufacturing industries 


137.0 

133.6 

134.9 

158.1 

164.1 

155.6 

163.4 

Sugar (refined) 


149.1 

20.1 

124.1 

294.3 

337.7 

314.3 

340.6 

Vanaspati 


142.7 

124.6 

149.2 

177.9 

141.4 

157.8 

123.4 

Tea 


108.1 

188.3 

124.7 

46.9 

26.1 

22.9 

37.4 

Coffee curing 


137.5 

25.1 

50.8 

35.2 

169.6 

221.2 

273.3 

Cigarette manufacturing 


161.4 

153.6 

158.8 

168.5 

182.5 

166.8 

154.9 

Manufacture of textiles 


109.5 

113.9 

104.1 

118.0 

116.4 

107.9 

109.5 

Cotton textiles 


111.7 

118.2 

104.7 

118.6 

118.5 

109.4* 

110.7* 

Cotton spinning 


127.8 

147.7 

119.5 

135.8 

134.1 

124.5* 

126.1* 

Weaving of cotton textiles 


91.5 

81.2 

86.1 

97.1 

98.9 

90.5* 

91.3* 

Woollen textiles 


154.2 

162.1 

156.4 

165.1 

146.2 

N.A. 

N.A. 

Jute textiles 


77.8 

81.0 

88.3 

96.0 

95.0 

85.6 

87.4 

Paper and paper products 


201.4 

197.5 

209.2 

2)0.6 

219.5 

211.6 

220.5 

Manufacture of paper 


200.2 

196.1 

208.3 

207.4 

219.2 

218.9 

228.7 

Manufacture of paperboard 


219.8 

216.9 

226.6 

242.0 

235.8 

180.6 

187.8* 

Rubber products 


2J5.5 

177.2 

211.4 

220.5 

206.3 

203.0 

212.7 

Tyres and tubes 


255.0 

199.5 

250.4 

257.8 

241.9 

242.7 

262.8 

Chemical and chemical products 


217.6 

229.1 

228.8 

241.6 

261.77, 

239.9 

231.5 

Basic industrial chemicals (including fertilisers) 

297.0 

313.2 

325.0 

353.2 

334.8 

338.0 

324.1 

Heavy organic chemicals 


277.1 

276.3 

323.5 

280.5 

311.7 

334.3 

286.6 

Heavy inorganic chemicals 


308.0 

315.1 

326.6 

354.0 

361.9 

316.8- 

330.2 

Synthetic resins and plastics 


174.8 

159.7 

177.8 

188.9 

118.8 

123.5 

172.3 

Synthetic fibres 


223.1 

238.4 

250.2 

262.8 

258.5 

228.4 

254.6 

Dyestuffs and dyes 


198.4 

206.2 

165.9 

221.2 

193.1 

192.3 

214.0 

Fertilisers 


548.2 

596.7 

670.0 

706.1 

636.4 

763.0 

607.7 

Paints, varnishes and lacquers 


111.3 

112.8 

111.1 

110.5 

108.6 

107.8 

104.3 

Fine pharmaceutical chemicals 


156.7 

156.8 

156.5 

156.8 

156.8 

156.5 

156.6 

Petroleum refinery products 


280.8 

263.2 

266.2 

307.7 

300.9 

291.6 

315.3 

Non-metallic mineral products 


175.2 

187.0 

187.6 

200.4 

183.8 

181.5 

192.7 

Cement 


173.7 

187.1 

186.4 

196.3 

173.4 

166.3 

191.8 

Basic metal industries 


209.7 

211.8 

207.7 

223.4 

209.4 

201.8 

223.2 

Iron and steel basic industries 


201.2 

204.6 

197.9 

209.1 

192.2 

189.0 

210.7 

Non4eerous basic metal industries 


256.0 

251.1 

260.8 

301.2 

302.5 

271.4 

290.9 

Aluminium manufacturing 


424.0 

414.0 

435.4 

509.7 

516.5 

451.0 

481.0 

Metal products 


205.1 

200.9 

209.1 

222.5 

233.9 

204.8 

201.4 

Machinery (except electrical) 


349.1 

323.5 

340.9 

387.0 

339.5 

293.0 

312.7 

Industrial machinery 


130.6 

125.9 

106.3 

118.8 

127.9 

90.9 

106.2 

Electrical machinery 


322.4 

328.4 

322.5 

391.2 

351.7 

347.1 

330.1 

Communication equipment 


646.8 

678.9 

642.2 

832.8 

615.0 

617.9 

577.5 

Motor vehicles 


145.2 

121.2 

116.9 ' 

126.8 

162.2 

161.5 

180.6 

Motor cycle and scooters 


498.0 

247.3 

525.4 

531.3 

667.8 

622.4 

642.9 

Bicycles and tricycles 


188.9 

187.7 

179.5 

207.6 

185.0 

208.4 

178.3 

Electricity 


301.1 

216.5 

310.5 

329.6 

335.1 

309.6 

N.A. 


"Estimated 


Source : Central Statistical Organisation 
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Swapna keeps her time for play 
that doesn't stand in her way to saving 
with UBI. No doubt, she is more intelligent than 
her friends. 



She is happy to operate an Account with UBI 
independently. 

Thanks to Dad. 

Boys and girls from their 13th year are eligible 
to open a Savings Bank 
Account with UBI with only Rs. 5/- as 
initial deposit. 



United Bank of India 

Head Office: 

4, Narandra Chandra Oalta Sarani, 
Calcutta-1. 



OUR BRANCHES IN DELHI 


1) 12/4, Asaf Ali Road; 2) 4849, Chandni Chowk; 

3) 90/8, Connaught Circus; 4) Hotel Oberoi Intercontinental, 

Wellesley Road. 
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RESERVE BANK OF INDIA 

Friday 1969 

August 22 July 24 

July 31 

1970 
August 7 

529 

(Rs in lakhs) 

August 14 August 21 

Issue Department 

Notes held in banking department 

40,59 

19,94 

17,20 

60,14 

44,98 

20,22 

Notes in circulation 

3,498,33 

3,934,99 

3,904,93 

3,899,36 

3,915,63 

3,883,17 

Total notes issued 

3,538,92 

3,954,93 

3,922,13 

3,959,49 

3,960,60 

3,903^39 

Gold coin and bullion 

182,53 

182,53 

182,53 

182,53 

182.53 

182,53 

Foreign securities 

200,89 

386,42 

366,42 

356,42 

356,42 

356,42 

Rupee coin 

72,75 

58,43 

60,63 

57.98 

59,09 

61.87 

Government of India rupee securities 

3,082,76 

3,327,55 

3,312,55 

3.362,56 

3,362,56 

3302.57 

Banking Department 

Deposits of central government 

51,02 

61,53 

115,86 

87,05 

63,75 

100,65 

Deposits of state governments 

10,22 

10,95 

12,42 

7,50 

5,46 

5,41 

Deposits of scheduled commercial banks 

197,36 

193,08 

174,50 

181,40 

200,71 

193,19 

Deposits of scheduled state co-operative banks 

11,09 

9,00 

9,94 

8.93 

7.49 

9.07 

Deposits of non-scheduled state co-operative banks 

58 

77 

78 

78 

71 

71 

Deposits of other banks 

30 

19 

22 

29 

22 

41 

Other deposits 

232,00 

160,82 

159,35 

156,29 

155,50 

100,61 

Other liabilities” 1 

478,88 

520,29 

499,41 

543,77 

539,95 

518,82 

Total liabilities or assets 

981,45 

956,62 

972,46 

986,01 

973,78 

928,87 

Notes and coins 

40.66 

20,02 

17,28 

60,27 

45.14 

20,30 

Balances held abroad 

174,02 

94,69 

114,58 

112,27 

107,84 

96,23 

Loans and advances to state governments 

73,87 

86,59 

87,26 

98,55 

115,19 

129,10 

Loans and advances to scheduled commercial banks 

71,05 

227,81 

219,93 

239,36 

226,52 

204,42 

Loans and advances to state co-operative banks 

249.46 

243,78 

255,22 

258,01 

262,91 

272,28 

Other loans and advances! N 

8,07 

28,16 

29,25 

28,27 

27,99 

28,39 

Bills purchased and discounted 

175,38 

13,76 

21,79 

28,37 

38,13 

24,94 

Investments 

155,91 

200,05 

187,76 

126,86 

117,36 

121,78 

Other assets 

33,04 

41,76 

39,40 

34,06 

32,71 

31,43 


Note : — The gold reserves of Issue Department are valued at Rs 53.58 per 10 grams upto January 31, 1969 and at Rs 
84.39 per 10 grams thereafter. 

‘'Including (i) paid-up capital of Rs 5 crores (if) reserve fund of Rs 80 crores up to January 31, 1969 and Rs 150 crores 
thereafter, the increase representing mainly the profit on revaluation of the Bank’s gold stocks, effected from February 1, 
1969, in terms of the amendment to Section 33 (4) of the Reserve Bank of India Act, (iff) National Agricultural Credit (Long¬ 
term Operations) Fund of Rs 155 crores from July 4, 1969 and Rs 172 crores from July 3, 1970, (iv) National Agricultural 
Credit (Stabilisation) Fund of Rs 35 crores from July 4, 1969 and Rs 37 crores from July 3,1970, and (v) National Industrial 
Credit (Long-term Operations) Fund of Rs 75 crores from July 4,1959 and Rs 95 crores from July 3,1970. 

^includes loans and advances to Industrial Development Bank of India from the National Industrial Credit (Long-term 
Operations) Fund. 


JSD COMMERCIAL BANKS (Rs in lakhs) 


Friday 

1969 



1970 



August 22 

July 24 

July 31 

August 7 

August 14 

August 21 

1. Demand liabilities 







(a) Demand deposits® 

(i) From banks 

111,16 

128,45 

126,94 

123,87 

125,26 

122,72 

(ii) From others 

2,078,35 

2,383,31 

2,382,40 

2,377,40 

2,354,62 

2,357,78 

(b) Borrowings from banks 

28,99 

37,22 

38,54 

41,50 

50,24 

52,24 

(c) Others 

120,84 

144,79 

151,62 

148,28 

147,72 

149,06 

2. Time liabilities® 

(a) Time deposits 

(i) From banks 

68,06 

50,88 

50,43 

66,05 

59,15 

62,13 

(ii) From others 

2,630,37 

2,977,47 

2,975,60 

2,990,32 

2,998,48 

3.010,74 

(b) Borrowings from banks 

9,11 

5,47 

5,03 

5,46 

5,50 

7,14 

(c) Others 

25,15 

28,72 

30,28 

30,74 

30,33 

29,62 

Aggregate deposits (lXaXii)-K2XaX») 

4,708,72 

5,360,78 

5.358,00 

5.367,72 

5,353,10 

5,368,52 

4. Borrowings from Reserve Bank 

71,05 

231,62 

200,42 

232,35 

224,35 

196,96 

(a) Against usance bills and/or promissory notes 

25,60 

112,42 

101,75 

109,02 

112,22 

91,03 

(b) Others 

45,45 

119,20 

•98,67 

123,33 

112,13 

105,93 

5. Borrowings from State Bank and/or a notified Bank” 

and the state governments! 

53,00 

54,21 

53,07 

58,84 

55,66 

56,27 

6. Cash 

119,72 

152,39 

148,41 

149,75 

147,33 

149,27 

7, Balances with Reserve Bank 

184,84 

178,96 

197,23 

193,95 

193,84 

194,22 

8. Cash and balances with Reserve Bank 

304,56 

331,35 

345,64 

343,70 

341,17 

343,49 

9. (8) as percentage of (3) 

6.47 

6.18 

6.45 

6.40 

6.37 

6.40 

10. Balances with other banks in current account 

46,32 

55,21 

55,50 

57,14 

57,23 

60,74 

11. Motley at call and short notice 

62,78 

67,11 

69,81 

73,40 

87,24 

80,92 

12. Investments in government securities 

1,237,18 

1,226,56 

1,259,75 

1,271,96 

1,270,07 

1,286,94 

13. (12) as percents^ of (3) 

26.27 

22.88 

23.51 

23.70 

23.73 

23.97 
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SCHEDULED 

COMMERCIAL 

BANKS (Con/d) 




0) 

(2) 

(3) 

(4) 

(S) 

(6) 

(7) 

14. Advances 

(a) Loans, cash credits and overdrafts 

(b) Due from ban*s 

15. Inland Bills purchased and discounted 

J6. Foreign bills purchased and discounted 

17. Total bank credit (14) (a)+15-f 16) 

18. (17) as percentage of (3) 

2,797,01 

38,45 

490,58 

168,93 

3,456,51 

73.41 

3,466,09 

48,24 

570,12 

166,62 

4,202,83 

78.40 

3,447,81 

44,92 

575,48 

167,25 

4,190,54 

78.21 

3,465,87 

45,64 

571,13 

164,22 

4,201,22 

78.27 

3,462,60 

41,84 

566,47 

160,40 

4,189,47 

78.26 

3,477,30 

40,42 

557,52 

160,35 

4,195,17 

78.14 


Note :~The data on scheduled state co-operative banks are included from August 12, 1966. (3Data do not include 
borowings of any scheduled state co-operative bank from state government and any reserve fund deposit required to be main¬ 
tained with such bank by any cooperative society within the area of operation of such bank. 

^Includes borrowings from the Industrial Development Bank of India from January 2, 1965 and borrowings from the 
Agricultural Refinance Corporation from April 1,1966. 

tBorrowings from state governments relate to scheduled state cooperative banks only. 

Source : Reserve Bank of India. 


INDEX NUMBERS OF SECURITY PRICES 

(Base: 1961-62-100) 

Week ended 

1969 




1970 



August 23 

July 25 

August 1 

August 8 August 15* August 22* 

Government and Semi-Government 







Securities—All-India—Total 

99.0 

99.3 

99.3 

99.3 

99.3 

99.3 

Government of India 

98.9 

99.0 

99.0 

99.0 

99.0 

99.0 

State governments 

99.7 

100.5 

100.5 

100.5 

100.5 

100.5 

Semi-government institutions 

99.3 

101.1 

101.1 

101.1 

101.1 

101.1 

Debentures (All-India) Total 

93.6 

93.7 

93.7 

93.7 

93.7 

93.7 

Preference Shares (All-India Total) 

87.2 

87.9 

87.9 

88.1 

88.3 

88.6 

Variable Dividend Industrial Securities (All-India Total) 

90.3 

99.8 

101.4 

103.5 

104.5 

106.8 

Agricultural and allied activities Total** 

86.7 

86.7 

- 87.3 

88.5 

89.7 

90,2 

Tea plantations 

72.4 

66.5 

67.2 

67.9 

68.5 

68.8 

Coffee plantations 

125.6 

137.2 

139.3 

140.4 

140.8 

140.8 

Rubber plantations 

141.0 

152.4 

153.0 

156.3 

156.7 

157.5 

Mining and quarrying : Total 

60.7 

55.6 

56.2 

56.9 

56.9 

58.6 

Coal 

61.2 

54.6 

55.3 

56.0 

55.5 

56.6 

Other mining 

58.6 

60.3 

60.3 

60.9 

63.3 

67.2 

Processing & Manufacturing : Total 

87.3 

96.9 

98.3 

100.4 

101.3 

103.2 

Processing and mfg. (foodstuffs, textiles etc.) Total** 

76.4 

81.7 

82.9 

85.2 

86.1 

87.5 

Edible and vegetable oils 

163.2 

201.1 

207.9 

213.1 

216.0 

218.8 

Sugar 

94.3 

81.9 

82.9 

83.9 

84.1 

84.6 

Cotton textiles 

64.8 

69.8 

70.5 

72.8 

74.3 

75.8 

Jute textiles 

49.5 

42.1 

44.5 

45.8 

45.9 

45.4 

Silk* woollen and rayon textiles 

100.9 

114.3 

116.1 

119.6 

123.8 

127.4 

Processing Sc mfg. (Metals, chemicals etc.) Total** 

94.3 

105.3 

106.6 

108.6 

109.4 

111.2 

Iron and steel 

118.0 

114.6 

114.5 

116.3 

117.4 

118.5 

Non-ferrous metals—Basic 

118.7 

135.8 

136.8 

139.2 

139.4 

139.9 

Transport equipment 

87.7 

78.1 

79.5 

81.8 

83.0 

86.0 

Electrical machinery, appliances, etc. 

95.0 

124.5 

127.0 

129.7 

131.4 

131.3 

Machinery other than transport and electrical 

84.9 

78.6 

80.2 

80.9 

80.5 

83.9 

Foundries and engineering workshops 

57.3 

68.6 

70.3 

72.5 

73.1 

75.7 

Metal products 

63.8 

77.5 

78.7 

81.4 

83.1 

85.0 

Basic industrial chemicals 

90.4 

114.7 

116.8 

118.6 

118.6 

121.7 

Other chemical products 

131.6 

156.8 

158.2 

158.6 

156.6 

157.8 

Processing Sc mfg. (Others) : Total** 

99.6 

118.4 

120.4 

122.5 

123.7 

127.6 

Cement 

104.5 

111.3 

111.9 

114.1 

115.1 

117.9 

Paper and paper products 

106.6 

143.9 

147.5 

149.1 

150.4 

157.1 

Rubber and rubber products 

119.9 

149.2 

152.5 

155.8 

157.9 

162.3 

Other industries : Total** 

115.3 

131.6 

133.2 

135.0 

136.4 

140.0 

Electricity generation and supply 

120.1 

129.0 

129.2 

129.4 

129.4 

129.5 

Trading 

89.0 

98.1 

98.9 

99.4 

100.5 

102.5 

Shipping and other transport 

231.5 

303.9 

312.0 

320.7 

325.2 

346.0 

Financial : Total 

104.2 

112.1 

117.5 

120.5 

122.9 

125.0 

Banks 

96.1 

108.4 

116.0 

119.8 

122.5 

123.8 

Insurance • 

163.8 

157.8 

160.8 

164.3 

168.1 

177.2 

Investments 

93.8 

95.7 

95.9 

95.9 

96.4 

97.1 

Variable Dividend Industrial Securities (Regional) 







Bombay 

103.2 

112.3 

114.1 

116.6 

117.9 

120.7 

Calcutta 

85.1 

95.9 

98.0 

99.8 

100.1 

101.6 

Madras 

81.6 

88.4 

89.4 

90.8 

92.6 

940 

Ahmedabad 

76.5 

81.9 

81.9 

84,$ 

8$.2 

86.9 

Delhi 

108.2 

120.5 

121.5 

123.0 

125.0 

126.1 

••Including others. ’Provisional. 




Source: 

Reserve Bank of India. 
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THE SHAPE OFJTHINGS TO COME... 


starting now. Blanking, stamping, punching, 
drawing, impact machining. Steal, 


drawing, impact machining. Steel, 
aluminium, alloy, fibreglass. Pressing. 
A spoon, a refrigerator panel, 
the wing of a jet 

Bending Dm energies of HMT to metal 
forming. Collaborating with the world's 
leading press-makers. Verson All Steel 
Press Company. U.S-A. Extruding the 
profiles of tomorrow. 


HMT Metal Forming Prose Division; „ 
Bstenagai Township Post Office, Hydor«M3fJ 












a popular stylist 


his styles are the dream ; (Mj&) 

he lends the town a - hooting; \jgf |fj 
his models are the cream; ^ 

“ y GWALIOR SUITING 


GW ALIO* SVltlMCMBM AM MIEN WHO HAVE AM EYE OT MUGIMAUTY 

AVAILJIBUB IN PEL.HI AT ! 


Mills' Retail Depots A-25, Connaught Pfo&i Sykro, II^E, Connaught Place; Bhaglrathmal A 
Sons, Opp. Bank of India, Chandnl Chowk} Ra}kamal Emporium, 113-E, Kamta Nggar and other 
leading stores* 

DISTRIBUTORS : Hariram Banar$idas$, Kdtra Naya ; Gupta Bros*, Katra Naya; Nandlat 
Harnarain. Chandni Chowk; Pindidass Shanl & Sons, Katra Ashrafi; S. R. Traders, Katra Moti f 
Kalasingh & Sons. Katra Subhash; Lucky Store, Katra R&thi;. Anand Prakash & Sons* 
Nai Sarak; Mahindra Cloth House, Chartdrtf thbwk; Ganpatrai Jagdishnarain, Katra Mat-wari; 
Sumer Chund Jain, Katrar Shahanshah*; Rugganmal Puranchand, Katra Choban; Shiva Textile* 
Katra Na\a, Chandni Chowk, Delhi. 

AGENTS : Gangabishan Bhasin, Krishna GaU, Katra Neel; S. K. Traders, Katra Neet* 
Chandni Chowk, Delhi* 


, Printed and pubMteU by K, p. Agarwala, on behalf Eastern Economic UnM 

Parliament Street, New Delhi, at the New India Press Circus* New $ * 

Editor; V. Bahutubranumi A* lib <WMfc» IMNu **'# * 
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The 

accommodating: 

Ambassador 


Roomy , spacious. 
comfortable. Skilful 
interior design gives 
ample leg and head 
room , provides 
maximum 

passenger comfort. 
The ideal car for 
families. Seats six 
adults with ease. 


Family sized 
luggage boot. 

As much 

as 500 cu. cms . of 
baggage space. 
Upright stowing of 
spare wheel allows 
more room and better 
storage. 


Generous height 
and width of doors. 
Permits easy entrance 
and exit. Safety catch 
for children. 


Large one-piece 
windshield of 
curved safety glass 
gives driver 
unimpaired view of 
road , wide rear 
window makes 
reversing easier. 


Power-packed 
OHV engine. Capable 
of sustained cruising 
speed under all 
conditions. Reliable 
road-hugging stability • 
Well renowned for 
fuel economy . 


AMBASSADOR 



Sales and Service throughout the country 
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ON THE MOVE 

Decades before India entered the planning era, Mysore was a pioneer in indus- 
trialisation. The state’s immense natural resources and the efforts of a dedicat¬ 
ed administration had secured for her a unique place in Indian economy. 

In the years following independence; Mysore has been going forward along 
with the other states of the union. The achievements of the plan periods have 
been substantial but by no means spectacular. Having had a long start, 
it was expected that Mysore’s economy would take off much earlier than that 
of many other states. On the contrary, the state has fallen back even in com¬ 
parison with some of her neighbours. The formation of the new state of 
Mysore no doubt slowed down the pace to a considerable extent; but this hardly 
explains the real causes of what may be called the deceleration of the economy. 

A representative of Eastern Economist who met a wide cross-section of 
industrialists and officials connected with the state’s development gathered 
the impression J^tat progress is delayed and sometimes denied too largely be¬ 
cause of the pervasive red-tape and more often bureaucratic unwillingness 
to take crucial decisions at the right moment for fear it might be unpalatable 
to the political bosses. 

Mysore is pre-eminently qualified for a break-through. Her vast natural 
wealth, congenial .climatic conditions, deep-rooted tradition of industrialisa- 
'tion ahd more thap all, tbe absence of communist virus in the labour-force 
give her an undoubted advantage which may well be the envy -of many states. 
Mysore On The Move is an attempt to focus attention on the problems 
which hamper progress and to assist in injecting the necessary confidence 
for die realisation of the goals so eloquently enunciated by the Chief Minister 
Mr Veerendra Patil. . 
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Mysore—Planning Progress 

VEERENORA PATIL ' 

Chief Minister of Mysore 


We in India are committed to a social¬ 
istic pattern of society. We seek to pro¬ 
vide equality of opportunity to all our 
citizens, and to the extent possible, a 
redistribution of income so that the 
gap between the rich and the poor is 
reduced. Ultimately what we want is an 
economy in which all our citizens have 
a sufficiency of the things that go to 
make up a good standard of living. In 
India, our problem is one of vast poten¬ 
tial and scarce financial resources, of 
steadily increasing population with in¬ 
adequate means with which to spread 
the benefits of progress. We are faced 
perpetually with the problem of run¬ 
ning as fast as we can so that wc may 
remain in the same place, because our 
rapidly increasing population nullifies 
every effort which we make to^ achieve 
progress and a better standard of liv¬ 
ing. 

Our problem also in one of vast 
unemployment and under-employment. 
No one can say exactly how much 
unemployment there is in our county, 
and I do not know whether the statis¬ 
tical assessments are in any way accu¬ 
rate. But it is certainly true that unless 
we provide employment for our people, 
the spirit of individuality, which already 
burns within us feebly, will be wiped out. 
It is impossible for the government to 
undertake all activities in our country 
because our population is too vast and 
too diverse for such an action to be 
democratically feasible. It is important 
that our people learn in some measure 
a self-reliance independent of the vast 
activities which the government under¬ 
takes. Else, we may well become a 
country in which wealth grows, but 
men decay. Of what use would this be! 

Unemployment: Major Problem 

Channelling our scarce financial re¬ 
sources so as to achieve the maximum 
benefit to our people is the reason for 
our plans. 1 have always felt unhappy 
that the plans we have drawn up end 
with more people unemployed than they 
begin with. I do believe that we must 
concentrate our attention more on the 
problem of unemployment in our coun¬ 
try. 

In Mysore, economic problems are 
similar to those in other parts of the 
country except that there are naturally 
certain variations in emphasis from 
region to region. We are very poor com¬ 
pared with the Government of India. 
Our annual budget just exceeds Rs 200 


crores and our plan expenditure For the 
fourth five-year Plan will be only of the 
order of Rs 3® crores. Even out of this 
Rs 350 crores, we shall be dependent 
on centra] assistance to the extent of 
Rs 173 crores. It is obvious that 
the framework within which our 
planners are required to function is 
extremely limited. Our achievements 
must be judged in relation to the finance 
we have had at our disposal. 

I am not committed to any isms. I 
believe in one thing which is that the 
people of Mysore state should become 
as prosperous as is possible. To achieve 
this, it is necessary to build industry, 
it is necessary to create markets for 
industry, it is necessary to build irriga¬ 
tion projects which will ensure the long 
awaited green revolution for our people. 
Of what good is wealth if we do not 
also create the inslitutions necessary to 
make democracy effective? We must 
spend both wisely and well on educa¬ 
tion and social services, so that an edu¬ 
cated and discerning public may be able 
to judge our actions. 

Role of a Catalyst 

There is a tradition in Mysore state 
that the government should play the 
role of a catalyst in industry. In a re¬ 
gion which was essentially backward 
industrially, Dr Visveswarayya laid the 
foundations for industrial growth. The 
unique feature of Mysore state is the 
number of industries which have come 
up with joint participation, government 
and the private sector both having a 
substantial interest. It is a moot point 
whether we should allow the means of 
production to be regulated in any man¬ 
ner by the private sector, but as far as I 
am concerned, I have always taken a 
pragmatic view of the question. We do 
not in Mysore state have sufficient 
money to put up all the industries we 
need. I should gather say that we con¬ 
centrated our scarce finance in projects 
which the industrialists would not be 
interested in putting up, The irrigation 
projects, the power projects, the forma¬ 
tion of the infrastructure necessary for 
industry, these are essential projects 
which yield a slow rate of return on the 
money invested in them. It is therefore, 
natural that the government undertakes 
these works. But Sharavathy alone cost 
us Rs 100 crores. The Upper Krishna 
Project will cost us R$ 160 crores and if 
we are to concentrate our attention 
on such projects, what will be left for 
industry? Our policy is therefore to 


provide the infrastructure necessary 
for a firm industrial base in Mysore 
state and, by means of adequate incen¬ 
tives, to attract industrialists to put up 
industries in our state. We have also 
taken a number of decisions which are 
intended primarily to attract industry 
to our state. 

Power in Abundance 

We have established our posi¬ 
tion as the one southern state with 
substantial power and with a vast 
potential for hydro-electric power, the 
production of which we will substantial¬ 
ly advance by taking up the Kalindi 
project in the North Kanara District. 
We have established a good network 
of road communication and we have 
pressed the Government of India 
hard to put up more railway lines in 
our state so that industry may spread 
from one side of the state to the otheir, 
and the products of industry can reach 
the consumer in any part of the state. 
We have offered tax concessions in res¬ 
pect of new industries and our Indus¬ 
trial Development Areas Board, which 
has been constituted by an Act of the 
Legislature, is authorised to acquire 
large tracts of land for developing into 
industrial zones. 

Industrialisation on a substantial 
scale has been achieved in our state and 
much more will come because the fruits 
of our policy are just beginning to be 
gathered. However, bureaucratic pro¬ 
cedure and red-tape still continue to 
stand in the way of the progress which 
we must achieve in industrialisation. A 
number of applications for licences for 
plants to be put by private parties in 
Mysore state are smothered in the huge 
ministerial empires of New Delhi. 
Something must be done about tbq 
licensing procedure of tbe Government 
of India. Tbe Prime Minister herself* 
when she wrote to me about two years 
ago, spoke of the ‘elephantine gait* of 
the union government's licensing pro¬ 
cedure. However, how this licensing 
procedure can be improved is a matter 
to which tbe central government must 
devote some attention. 

If we seek employment for every citi¬ 
zen in Mysore state, we must necessa¬ 
rily develop industry. But industry 
alone will not be enough unless we 
develop also an adequate standard of 
living for the vast population in the 
rural areas, so that a demani is created 
for the products of industry, major 
irrigation projects in bur state which 
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cp&t much money but yield a slow return 
will not only increase the production 
of foodgrains per acre, but will also 
help to vastly increase the economic 
prosperity of the average rural family. 

We have also turned our suplus power 
production to advantage by' rural elec¬ 
trification programmes and by energis¬ 
ing irrigation pumpsets in the rural 
areas. In order to achieve this we have 
been tapping financial assistance avail¬ 
able from banks to the maximum ex¬ 
tent possible. In the last two years, wc 
have energised nearly 40,000 irrigation 
pumpsets, bringing the total number 
energised in Mysore state to 115,000. 

During the next 10 years, which 
constitute the decade of the seventies, 
we have 10 major goals for achievement 
which were stated in my colleague 
Mr Ramakrishna Hegde’s budget speech 
this year. These are as follows : 

1. A total investment, government 
and the private sector, of about 
Rs 2,000 crores, leading to subs¬ 
tantial progress towards doubl¬ 
ing the annual rate of growth of 
per capita income. 

2. Employment for every able- 
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bodied adult citizen who needs 
it. 

3. Self-sufficiency in foodgrains and 
export to places outside the state. 

4. Eradication of the economic 
and social handicaps that sustain 
untouchability. 

5. Diversification and widespread 
growth of industries, and en¬ 
couragement to the entrepreneur. 

6. Improvement in the quality of 

the social services, particularly in 
education and medical services. 

7. Completion of Ghataprabha, 
Malaprabha, Kabini, Hcmavathy 
and Harangi projects, and subs¬ 
tantial progress with the major 
and medium irrigation projects 
in the Krishna and Cauvery 
basins. Sinking of an additional 
2,00,000 irrigation wells and 
energising an equal number. In¬ 
crease in the percentage of irri¬ 
gation to at least 20 per cent 
of the total cultivable area. 

8. A sizable addition to power 
generation, through the Kalinadi 
project, thereby raising the per 
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capita availability of power still 
further. 

9. A long-term programme for ur¬ 
ban development. 

10. In all fields, emphasis on con¬ 
solidation of gains achieved and 
a cultural renaissance, in the 
field of Kannada literature, mu¬ 
sic, dance and art—and those 
interests which make for a full 
life 

In the last analysis, we are moving 
rapidly towards industrialisation with 
its consequent benefits. Our state is one 
of the major power producing states in 
the country; wc now have a major alu¬ 
minium factory in the state and we shall 
shortly have a steel plant at Hospet; 
we are making use of our rich mineral 
ores to earn foreign exchange; we have 
programmed to revolutionise agricul¬ 
ture in the less-developed regions in the 
state; we have a well-developed and co¬ 
operative labour movement; and, with 
the four universities functioning in the 
state, we are investing in the preparation 
of our manpower so that the pillars 
which support our democracy may be 
further strengthened,^ 


Border Issue: Political Solution ? 


The MYSORE-Maharaslitra border 
controversy has become the preoccupa¬ 
tion of two state governments diverting 
their attention from more fundamental 
problems of economic development. 
Passion have been roused. Agitations 
have been organised. Public property 
has been destroyed. But the problem 
continues, People in the border areas 
live in & state of uncertainty. When there 
is no such controversy in the rest of 
India why should Mysore and Maha¬ 
rashtra alone continue to be afflicted by 
it? The States Reorganisation Commis¬ 
sion gave its verdict. Mysore accepted 
it. But Maharashtra did not. Again, to 
assuage Maharashtra, the one-man 
Mahajan Commission was appointed to 
give its final solution to the problem. 
Again Mysore accepted (he Commis¬ 
sion’s recommendations. But Maha¬ 
rashtra would not. The issue is 
sought to be reopened. The Govern¬ 
ment of India is asked to give its politi¬ 
cal solution. But if the conclusions of 
two statutory commissions failed to 
end the dispute, can a political solution 
of the present government, constituted 
as it is. bring about a final settlement? 
As the issue is being tackled at the 
political level, the political aspects of 
the problem deserve dose considera¬ 
tion. Rut economics, irrespective of 
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language or numbers, is no less impor¬ 
tant. 

Parliament gave its approval to the 
States Reorganisation Commission's 
recommendations with some modifica¬ 
tions. Maharashtra's representatives in 
Parliament moved a scries of amend¬ 
ments with a view to bringing into 
Maharashtra the areas (with a majo¬ 
rity of Marathi speaking people) propos¬ 
ed to be made part of Mysore. All the 
amendments were rejected by Parlia¬ 
ment just as the States Reorganisation 
Commission, before whom too exactly 
the same arguments were placed, had 
done earlier. Mysore accepted Parlia¬ 
ment's decision as final and binding on 
all parties as most of the other states 
did. But within a year the Maharashtra 
government submitted a memorandum 
to the Government of India urging the 
reopening of the border issue with 
Mysore. 

From the beginning Mysore was ‘ 
opposed to the reopening of the issue 
settled by Parliament. But under poli¬ 
tical pressure from Maharashtra the 
Congress Working Committee recom¬ 
mended the appointment of a one-man 
commission to consider Maharashtra's 
claims. lt was explained at the time that 


, 

the one-man commission was being 
appointed so that there would be no 
scope for majority and minority recom¬ 
mendations, and that the verdict of the 


The Mysore-Maharashtra border 
controversy is being deliberately inflated 
into a political crisis. This is typical of 
the current political opportunism in the 
country. That the controversy has be¬ 
come the major pre-occupation of the two 
states in which the centre is inevitably 
involved as an interested party admits of 
no doubt. During the decade and a half 
that this question has been hanging fire 
no great harm had come to either of the 
states. The recent attempts by politicians 
and Maharashtra to blow up this compa¬ 
ratively trivial issue and create a consti¬ 
tutional crisis by getting the Maharash¬ 
tra assembly adjourned sine die is 
only a part of the game. An attempt is 
being made for a showdown which would 
benefit no one, neither, Maharashtra, 
nor Mysore much less the country as n 
whole. This article written by a Special 
Correspondent presents Mysore’s case 
on the issue. 


one-man commission would be un¬ 
animous and final. Mysore suggested a 
three-man commission. But this was 
not accepted. The Maharashtra 
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leaders categorically stated that they 
would regard the Commission’s recom¬ 
mendations as final and binding on all 
parties. The Mysore leaders also made a 
similar declaration. But when the one- 
man (Mahajan) Commission’s recom¬ 
mendations were announced, thyy were 
promptly rejected by Maharashtra which 
characterised them as ’unprincipled’. 
Again, Mysore accepted the Commis¬ 
sion’s verdict consistent with its earlier 
declaration. 

Delay in Implementation 

Now Maharashtra has urged the 
central government to come to a politi- 
tical decision. Mysore has maintained 
that the central government should 
implement the Mahajan Commission’s 
recommendations. The Commission’s 
report has not so far been placed be¬ 
fore Parliament for consideration. Who¬ 
ever puts forward a political solution 
must first explain to Parliament why the 
conclusions of the States Reorganisa¬ 
tion Commission and the Mahajan 
Commission were being set aside. Any 
impression that the Mahajan Commis¬ 
sion’s recommendations confer special 
benefits on Mysore is of course absurd. 

Out of a total of 814 villages claimed 
by Maharashtra, 264 villages have been 
recommended by the Commission to be 
transferred to Maharashtra along with 
the important towns of Nipani, Khana- 
pur and Nadgad. Forest areas with im¬ 
mense natural resources and important 
trading centres on which the Kannada 
speaking hinterland depended are to be 
detached from Mysore. InKhanapur 
area the sites for the Malaprabha, 
the Tattihalla and the Janakatti pro¬ 
jects, which are now in an advanced 
stage of consideration, would be lost 
to Mysore. These projects are to irri¬ 
gate lands in Khanapur taluk as well as 
in Belgaum and Dharwar districts. 
In Belgaum city itself, the water supply 
works situated in Rakkaskop village 
and the Central Jail of Hindalga are to 
be transferred to Maharashtra. If My¬ 
sore is prepared to abide by the Com¬ 
mission’s recommendations in spite of 
all these disadvantages the only reason, 
according to Mysore leaders, is that they 
sincerely wish to see the end of the 
controversy. Incidentally, in this con¬ 
troversy, no one seems to be bothered 
about the people living in the disputed 
areas. How long can they live in a state 
of uncertainty? 

The Maharashtra government in its 
memorandum to the Government of 
India suggested three principles on the 
basis of which it would like the boun¬ 
dary with Mysore to be drawn. One is 
that the village should be taken as the 
unit. The second is that a simple majo¬ 
rity of a linguistic group should suffice. 
The third is that the relative majority 
of a linguistic group should be the 
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deciding factor where' no linguistic 
group has absolute majority. According 
to Maharashtra’s principles or 51 per 
cent speak Marathi In a village, it should 
be included in Maharashtra. Suppos¬ 
ing after a few weeks 20 Marathi speak¬ 
ing people in the village migrated to the 
nearest town, say in search of employ¬ 
ment—and this is no unusual or un¬ 
natural—then the Marathi speaking 
population would drop down to 49 
per cent. What then is to happen 
to this border village? Should it again 
be transferred to Mysore? Or, should 
Mysore launch an agitation to get back 
this village? Or, is there to be a perma¬ 
nent statutory machinery to ensure that 
the compositions of the population in a 
village or for that matter even in a bor¬ 
der taluk or district, should remain un¬ 
changed for all times. The argument can 
be carried to such lengths as to make the 
entire controversy look ridiculous. 
India is one country and the movement 
of people from one place to another in¬ 
side the same state or outside is natural 
and common, fi is absolutely impossible 
to produce an ideal unilingual state 
where the mother tongue of the entire 
population is the same. Even in the 814 
villages with a total population of 
671,000 claimed by Maharashtra, there 
would be 135,000 of Kannada speaking 
population and 140,000 of people 
speaking other languages. In other 
words, in order to get 396,000 of Mara¬ 
thi speaking people inside Maharashtra, 
another 275,000 of people speaking 
other language have also to be roped 
in. And if these 275,000 of people do not 
wish to go to Maharashtra, what is to 
happen ? 

Practical Difficulties 

It is the practical difficulties involved 
in the problem that led Justice Mahajan 
to observe : “I have not been able to 
discover any scientific formula evolved 
by social or other sciences that a village 
unit is a proper yardstick for attaining 
linguistic homogenity”. The same 
difficulty prompted former Home 
Minister, Govind Ballabh Pant to say, 
while piloting the States Reorganisation 
Bill in Parliament, that “so far as the 
border differences are concerned they 
can be settled better if we have no rigid 
formula than by sticking to a particular 
formula”. The then Chief Minister of 
Bombay, Mr. Y. B. Chavan, speaking in 
the state assembly, sqid : ”1 would say 
that a negotiated settlement was the only 
way to solve this question and merely 
mechanical and mathematical ways do 
not solve questions where the lives of 
millions of people are involved”. This 
takes one to the question of the posi¬ 
tion of the linguistic minorities in the 
states. Mysore leaders ask : Is this cry 
for more territory in the name of Unguis- 
tic homogenity intended to suggest that 


Mysore has not trotted rite Marathi 
speaking people in thestateproperly? 
They point but that there afe 2.0 
miftions of Telugu speaking people, 
more than 850,000 of Tamil speaking 
people aod nearfy 5Q0J300 of Konkani 
speaking people in, Mysore; not to speak 
of other linguistic minorities. 

Satisfied Minority 

In faetthe linguistic minorities in 
Mysore form 35 per cent, the total popu¬ 
lation of the state, the largest for any state 
in India, Mysore leaders point out with 
satisfaction that with the exception of 
the Marathi speaking minority, no other 
linguistic minority has said a word of 
complaint against the Mysore govern¬ 
ment. And here too, they put the blame 
on Maharashtra leaders outside Mysore 
and not on the Marathi speaking people 
living in Mysore. In Maharashtra itself 
there are one million Gujarati speaking 
people, 600,000 Kannada speaking peo¬ 
ple and more than 2.7 million Urdu 
speaking population. Why then this de¬ 
mand for bringing more Marathi speak¬ 
ing people into Maharashtra along with 
more non-Marathi speaking popula¬ 
tion? Mysore proudly claims that its 
treatment of linguistic minorities, parti¬ 
cularly the Marathi speaking commu¬ 
nity, has been more than fair and has 
earned the appreciation of the Com¬ 
missioner for Linguistic Minorities. 

The Mysore government has also 
produced statistics to establish that the 
former district of Bombay, which be¬ 
came a part of Mysore in 1956, have 
greatly improved economically, and 
otherwise in the last 15 years. The 
figures in regard to the controversial 
district and city of Belgaum are impres¬ 
sive. Belgaum has grown over the past 
15 years as a nerve centre of the district 
and the divisional administration as an 
important centre of trade and commerce 
and industry and as the seat of educa¬ 
tion for a vast population converging 
on Belgaum. Any division of the city 
would create problems for a vast num¬ 
ber of people. 

A relevant point to be noted in the 
context of the central government’s 
partition plan is that even if a third of 
the city is transferred to Maharashtra, 
the population of Marathi speaking 
people in the rest of Belgaum city 
would still be about 45 per cent which is 
the same as for the entire city now. 
What then is the sense in taking away 
a part of a city and attaching it to ano¬ 
ther state? AU the facilities which a 
modem state can provide are in the 
two-third of the city which would re¬ 
main with Mysore. The division of the 
city of Belgaum is a political solution. 
In fact the agitation in Maharashtra 
was intensified after the Congtesssplit 
last November when the Shiv Sena 
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leaders realised the dependence of the 
prime Minister on Maharashtra’s sup¬ 
port for her continuance in office. The 
problem is complicated because while 
the Maharashtra government is run 
by the Prime Minister’s party, the My¬ 
sore government is run by the Organi¬ 
sation Congress. Mysore insists on the 
implementation of the Mahajan Com¬ 
mission’s recommendations. A desir¬ 
able solution in the circumstances would 
be to maintain the status quo . It is the 
task of the centre to ensure that the 
rights and the privileges of the linguis¬ 
tic minorities are fully preserved and 
respected. 

Maharashtra has a grievance that 
even areas with an overwhelming Mara- 
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thi speaking population and contigu¬ 
ous to Maharashtra have been kept in 
Mysore state. If the simple majority 
basis is accepted it hat a justifiable 
claim for more territory. But this basis 
has been rejected consistently by several 
Commissions and by Parliament. If 
Maharashtra’s demands were carefully 
examined and whatever territory it 
merited was retained in Maharashtra 
itself without transferring it to Mysore 
even in 1956, no one in Mysore would 
have a grievance. But after nearly 15 
years, when Mysore has devoted so 
much time and energy and resources to 
develop the area transferred to it and 
when the people of the area have adjust¬ 
ed their ways of living to the economic 
conditions obtaining there, it would be 
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callous to upset this arrangement and 
reintroduce an element of uncertainty 
and arrest the progress of the people 
again to satisfy the ambitions of some 
politicians. 

The best solutions seems to be to let 
the Chief Ministers of the two states 
know that the centre would not inter¬ 
vene unless they put forward an agreed 
formula and that otherwise it would 
have no alterntativc but to implement 
the Mahajan report. Any imposition 
of a political solution from the centre 
would breed bitterness and provide an 
opportunity for extremist and lawless 
elements to gather strength, particularly 
in Mysore, which has so far been free 
from this virus. 


The Fourth Plan: An Approach to Development 

ramakrisHna hegde 
Minister for Finance, Mysore 


With the revival of the five-year Plan 
for the period 1969 to 1974, the Mysore 
government, keeping in view the 
commitments in regard to various 
sectors of the economy came to the 
conclusion that the minimum plan 
outlay for the fourth plan was to be 
of the order of Rs 440 crores. 

The government arrived at this figure 
after detailed examination of the reports 
submitted by several working groups 
constituted for the various development 
heads and on the basis of the recommen¬ 
dations of the State Planning Board. 
This amount was proposed tentatively 
in the draft plan for the state though the 
resource mobilisation for a plan of this 
size was considered beyond the capacity 
of the state. 

The main objectives of the state’s 
fourth plan are: 

(1) Achieving a growth rate of five to 
six per cent in agriculture; 

(2) Increasing benefits of all types of 
irrigation — major, medium and 
minor; 

(3) Speedy and profitable utilisation 
of power generated in the state 
for agriculture and industrial 
purposes; 

(4) Integrated development of large, 
medium and small industries 
coupled with intensive exploita¬ 
tion of material resources; 

(5) Achieving a high standard in 
quality of social service ren¬ 
dered by the state; 

(6) Vigorous implementation of the 


family planning programme ; 

(7) Maximising job opportunities; 
and 

(8) An equitable dispersal of benefits 
of economic development and 
social improvement. 

With these broad objectives, the 
state’s Plan can be termed as an 
approach to development in the first 
half of the new decade, acting as a 
thrust towards the major goals for 
achievements during the decade, 
namely: (1) A total investment by the 
government and the private sector of 
about Rs 2,000 crores, leading to subs¬ 
tantial progress towards doubling the 
annual rate of growth of per capita 
income. (2) Eradication of the econo¬ 
mic and social handicaps that sustain 
untouchability. (3) Diversification and 
widespread growth of industries, and 
encouragement to the entrepreneur. 
(4) The completion of the Ghataprabha, 
Malaprabha, Kabini, Hemavathy and 
Harangi projects and substantial pro¬ 
gress with the major and medium irriga¬ 
tion projects in the Krishna and Cauvery 
basins. Sinking of an additional two 
lakh irrigation wells and energising an 
equal number. Increase in the per¬ 
centage of irrigation to at least 20 per 
cent of the total cultivable area. (5) 
A sizable addition to power generation 
through theKalinadi Project. (6) A long¬ 
term programme for urban develop¬ 
ment (7) Emphasis on the consolida¬ 
tion of gains achieved and a cultural 
renaissance in the field of Kannada 
literature, music, dance and art. 

The magnitude of the resources that 
could be mobilised for the implementa¬ 


tion of the fourth Plan could not be 
realistically estimated pending the 
award of the Fifth Finance Commission. 
The Planning Commission on the other 
hand suggested a reduced outlay of 
Rs 327.1 crores only for the state, 
fixing the central assistance at Rs 173 
crores, thus expecting the state to mobi¬ 
lise its own resources to the tune of 
Rs 154 crores. As against the assump¬ 
tion of Rs 154 crores of the state re¬ 
sources, the contribution of the state 
could not be more than Rs 50 crores. 

Unfavourable Award 

While the state was striving to im¬ 
prove its resources position, relying 
heavily on the prospect of the Fifth 
Finance Commission award, the 
singularly unfavourable award worse¬ 
ned the resources position of the 
state. The award being less than the 
previous commission’s award by Rs 18 
crores amounts to Rs 197.42 crores for 
the five-year period. In the resultant si¬ 
tuation, if no additional assistance 
is provided, the Plan size would have 
to be of the order of Rs 225 crores 
since the central assistance had been 
placed at Rs 173 crores. This position 
being unacceptable, the state govern¬ 
ment took immediate steps to impress 
upon the Planning Commission and the 
central government the difficult re¬ 
sources position of the state pleading 
for an increase in central assistance by 
Rs 100 crores to cover the gap and in view 
of the tempo of development attained 
during the annual plan period, pressed 
the authorities at the centre to allow an 
upward revision in the outlay men¬ 
tioning that a plan of less than Rs 350 
crores outlay would not be worthwhile. 
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The National Development Council 
finally approved of an outlay of Rs 350 
crores for the fourth Plan of the state. 
The underlying strategy of sectoral 
disposition of outlays is: 

(1) The pattern of investment out of 
scarce resources should be such 
that it should enable the state to 
derive maximum benefits from 
the institutional financial agen¬ 
cies. 

(2) In the field of industries, the ex¬ 
penditure by the government 
should not be so much in the 
direction of expanding govern¬ 
ment industrial concerns as for 
promotion of new industries and 
in particular small-scale indus¬ 
tries thereby ensuring consider¬ 
able investment by the private 
sector in the state. 

(3) In the field of major and minor 
irrigation, project-wise expendi¬ 
ture has to be such as to create 
maximum potential during the 
fourth five-year Plan witliiu the 
given resources. 

(4) In respect of power, adequate 
investment will have to be made 
on distribution for both agri¬ 
culture and industrial purposes, 
so that investment already made 
on generation brings in speedy 
and substantial returns. For new 
hydro-electric projects, only a 
small provision for preliminary 
works need be made. 

(5) So far as transport and communi¬ 
cations and social services are 
concerned, emphasis should be 
on qualitative improvement ra¬ 
ther than expansion. 

(6) In every sector, supporting mea¬ 
sures should be taken to ensure 
that the time-lag between the 
potential and utilisation is re¬ 
duced. 

Accent on Agriculture 

The programmes of agricultural pro¬ 
duction proposed, aim at taking full 
advantage of the Agricultural Refi¬ 
nance Corporation schemes. The High- 
Yielding Variety Programme, the 
IAAP and IADP which have recorded 
impressive gains in recent years will 
be intensified. Emphasis will be laid on 
plant protection measures. In large 
tracts of the state where provision of 
irrigation facilities is not immediately 
possible, soil conservation program¬ 
mes will be taken up on a large-scale. 
Nearly 23 per cent of the plan outay is 
on agricultural programmes. Of the 
total cultivable area of 26.2 million 
acres in the state, the area under irriga¬ 


tion is only 2.6 million acres, working 
out to a percentage of about 10. 
Large areas in the state are affected fre¬ 
quently by scarcity. The utilisation of 
irrigation potential in the Krishna and 
Cauvery is therefore a matter of great 
importance requiring immediate atten¬ 
tion, Incidentally, it is also necessary to 
safeguard our rights over these waters 
by executing the projects in the area 
on a priority basis. 

Irrigation Potential 

The state’s fourth Plan accounts 
for Rs 122 crores which nearly works 
out to 35 per cent of the total 
plan outlay on irrigation. In rais¬ 
ing the fourth Plan outlay from Rs 
327 to Rs 350 crores, the major consi¬ 
deration that weighted with the govern¬ 
ment has been the need to enhance the 
provision for irrigation. As against the 
original provision of Rs 70 crores in 
the plan of Rs 327 crores for major 
and medium irrigation, the state has 
now earmarked Rs 90 crores, constitu¬ 
ting 26 per cent of the total plan outlay. 
The power sector in the fourth Plan 
has an outlay of Rs 87.5 crores which 
forms 25 per cent of the total outlay and 
out of this nearly Rs 85 crores will go 
towards the expenditure on continuing 
schemes and on the widespread trans¬ 
mission and distribution network of the 
state. Because of the constraint of re¬ 
sources, the state has been able to ear¬ 
mark two crores of rupees only for the 
Kalinadi project. Special arrangements 
will have to be made for financing the 
project which involves a heavy outlay 
of Rs 45 crores. According to current 
estimates the present surplus of power 
will not last beyond 1973; immediate 
action is required in the matter. 

Rural electrification will not only 
accentuate agricultural development 
but will also open up the rural areas. 



The transmission, netwtfc ft being ex¬ 
panded every day and the energising 
of pumpsets is being stepped up. The 
annual target for energising pump- 
sets has been fixed at 33 to 40 thousand. 
During the fourth Plan, the state hopes 
to electrify 2,500 towns and villages. 
With the heavy capita! investment 
needed with least direct return to the 
Electricity Board, financing of rural 
electrification has presented several 
problems. It is inevitable that in the 
process of finding money for produc¬ 
tion purposes, the social service should 
be called upon to make a sacrifice. 
Except i n the case of welfare of backward 
classes outlays have been generally 
reduced and the provision is intended 
under each head of development, more 
for qualitative improvement than for 
expansion. Consistent with the require¬ 
ment of economic efficiency in imple¬ 
mentation of programmes', the need 
for holding the unemployment line 
has weighed with the government in the 
formulation of the fourth Plan. In 
addition to the state Plan of Rs 350 
crores, a number of centrally-sponsored 
schemes, will also be implemented in 
the state. The state hopes to take the 
maximum advantage of these schemes 
and it is expected that the share of the 
state would be at least Rs 50 crores 
during the five-year period. 

Autonomous Corporations 

. In addition, the state proposes to 
stimulate a number of autonomous 
Corporations such as the Mysore State 
Electricity Board, the Housing Cor¬ 
poration, the City Improvement Trust 
Board, the Bangalore City Corporation, 
the Mysore State Finance Corporation, 
the Mysore State Central Co-operative 
Land Development Bank and other 
bodies to go in for debentures and to 
have well-drawn development plans 


DISTRIBUTION OF OUTLAY IN FOURTH PLAN 




(Rs in crores) 

Sector 

Outlay 

Percentage 

Agricultural Programme 

79.65 

22.76 

Co-operation & Community Develop 
ment . 

11.25 

3.21 

Irrigation & Flood Control 

90.00 

25.71 

Power. 

87.50 

25.00 

Industries & Mineral Development .. 

18.00 

5.14 

Transport & Communications 

12.50 

3.57 

Social Services. 

50.00 

14.29 

Miscellaneous 

1.10 

0.32 

Total; 

350.00 

100.00 


Source: Planning and ^Social Welfare Department. 
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You can help yourself 
You can help hold the price line 
You can help the nation 

You are naturally concerned with rising prices. Everyone these days is. Have you, 
however, considered that by putting your savings with the bank, you can help 
yourself in two ways ? That is, make a provision for the future and also help bring 
down prices. And thirdly, you can also help the Nation. 

{Prices rise through many factors. But important among these is the large-scale flnan* 
dng of the developmental activities of our Nation through created money, not 
matched by corresponding immediate increased production. If, therefore, more and 
more genuine savings of the people are available for developmental activities, die 
need for financing them through created money diminishes, and these savings help 
us hold the price line. 

Your savings in the bank, being the genuine savings of the Nation, increase produc¬ 
tion too, through loans given to industry, agriculture, exports, etc. And more pro¬ 
duction is the sure way by which prices can be controlled. When you save with a 
bank, you help the Nation grow. 

CANARA BANK HELPS YOU TO SAVE, IT HAS SAVINGS SCHEMES TO 
SUIT YOUR EVERY NEED. 

Schemas such as our Nityanidhi which collect your deposits at your very door. If 
you like. Or, our Recurring Deposit which helps you save a fixed sum every month. 
Or the simple and convenient Savings Bank in which your money earns and at the 
same time is at your disposal. 

With our prompt and courteous service added. 


SAVE FROM TODAY WITH OUR NEAREST BRANCH 


Canara Bank 

Head Office: BANGALORE-! 

In the service of the nation 

as at end August 1970 
436 Branches all over India 
Correspondents all over the world 
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of their own. It is hoped that these 
bodies will raise resources to the extent 
of at least Rs 100 crores in the fourth 
Plan. The total investment in the public 
sector itself would therefore be of the 


order of Rs 500 crores during 1969*74. 
In addition, the state government ex¬ 
pects an investment of at least Rs 300 
to Rs 500 crores to be made by the pri¬ 
vate sector. Properly co-ordinated, this 


substantial investment should lead to 
economic growth of the state in a num¬ 
ber of directions and lay the base for a 
faster rate of growth in the years to 
come. 


,0 

Industrial Mysore—A Survey 


G- VARADE GOWDA 


TUB enlarged State of Mysore, which 
came into being on November 1, 1956, 
covers an area of 74,210 sq. miles and 
has become an important maritime 
state. Nature has endowed it with a 
number of perennial rivers, such as the 
Cauvery in the south with its six tribu¬ 
taries, the Tunga and Bhadra rivers 
which rise in the Western Ghats and flow 
northwards joining to form the Tunga- 
bhadra, Ghataprabha, Malaprabha, 
Bhima and Krishna, These river systems 
have facilitated the construction of a 
number of reservoirs and hydro-electric 
facilities. 

Rich Resources ' 

The state has a wide variety of mine¬ 
rals, both metalliferous and non- 
mctallifcrous, gold, iron and manganese 
are important among the metallic ores, 
and limestone, clays, magnesite and 
pyrites among the non-metallic ores. 
Today, Mysore has the distinction of 
being the sole gold producing state in 
India. 

Iron ore is one of the major indus¬ 
trial minerals which is extensively found 
in many regions of the state. The rich¬ 
est hematite deposits are concentrated 
in the central region comprising the 
Bellary and Chitradurga districts. Even 
in this region, the highly concentrated 
zone is the Sandur-Hospet belt, in the 
Bellary District, whose reserves are esti¬ 
mated at well over 1,000 million tonnes. 
The average iron content of these depo¬ 
sits average over 66 per cent and even 
reach up to 68 per cent extensive magne¬ 
tite iron ore deposits are found in the 
coastal districts. One of the important 
concentrated regions is the Kudremukh 
in Chickmagalur district. As a result of 
intensive prospecting by the National 
Mineral Development Corporation of 
India, it has been revealed that this re¬ 
gion possess over 1,000 million tonnes 
of magnetite ores, with an iron content 
ranging from 25-40. A large-sized ex¬ 
port-oriented project in collaboration 
with leading international firms in the 
field has now been taken up for deve¬ 
lopment. 

Lime stone is another important 
industrial mineral, which is assuming 
strategic role in the development of 
many industries is found in many parts 


of the state. The proved deposits are 
placed at about 1,500 million and are 
concentrated in the districts of Bija- 
pur, Gulbarga and Chitradurga. 

The estimated reserves of manganese 
in the state are well over 100 million 
tons and the major occurrences are in 
Bellary, North Kanara, Chitradurga, 
Shimoga and Tumkur districts. 

Mysore is one of the few states where 
chromite deposits are found. These 
deposits are mostly concentrated in 
Byrapur area in Hassan district, which 
are estimated at a little over a million 
tonnes, Beneficiation of lower grade 
chromite ores will enable the enlarge¬ 
ment of the mines considerably. It is 
estimated that these deposits should en¬ 
able the setting up a ferro-chrome plant 
with an economic capacity to last for 20 
to 25 years. 

Magnesite, white clay, bauxite, ful¬ 
lers earth arc some of the other impor¬ 
tant minerals occuring in the state. 

Forest Wealth 

Mysore is also rich in its forest wealth 
both in terms of extent and variety. 
Teak, the most valuable of timber spe¬ 
cies, known for its durability, strength 
and beauty, which occurs in important 
forest zones of the state, is utilised as 
round wood, sawn timber, veneers or 
processed wood and has been given 
priority for further development both 
in terms of acreage and yield per acre 
The state has gained world-wide pres¬ 
tige for its sandalwood as a perfumery 
product and for producing sandalwood 
oil, bamboo, mostly concentrated in the 
North-Kanara, Belgaum, Shimoga and 
Coorg-Mysore-Kollegal regions, is one 
of the industrial raw materials provided 
by the forest. With a view to raising 
returns from the forest and to meet the 
growing industrial needs, an extensive 
plantation programme for quick grow¬ 
ing pulp-wood species like eucalyptus 
has be4n undertaken in all the impor¬ 
tant forest zones of the state. 

The salubrious and almost equitable 
climate and a variety of rich soils has 
helped in raising all kinds of crops and 
vegetation. In fact, the state is known 
for its variety of cropping pattern. One 
will find in the state crops of the tempe¬ 
rate regions as well as those of tropics 


and crops of humtnd regions as well as 
those of arid region Taking advantage 
of these facilities, sttSps have been taken 
to intensify the agricultural develop¬ 
ment which serves as a sound base for 
speedy and sustained industrial develop¬ 
ment. 

Dynamic Policy 

Over the past nearly half a century, 
the Government of Mysore has adopt¬ 
ed a progressive and dynamic policy 
of industrialisation. With a view to have 
balanced industrial development, lop 
most priority has been given to deve¬ 
lop the infrastructural facilities, such 
provision of cheap hydro-elcctric 
power, land, water and financial assis¬ 
tance, well-knit communication system, 
technical education and facilities for 
craft and in-service training. Since 
the general entrepreneurial class com¬ 
ing forward to take up industrial ven¬ 
tures and the investible capital were 
limited, unlike the port regions such as 
Bombay, Calcutta and Madras, the 
state government had to make the 
pioneering efforts to establish industries 
in the early decades. A number of joint 
ventures were set up in the private sec¬ 
tor with financial and management par¬ 
ticipation of the government. Where¬ 
ver it may be necessary, in view of the 
basic nature of the industry, heavy capi¬ 
tal, risk and long gestation periods in¬ 
volved, the state government themselves 
started and managed industries directly. 
After independence the state govern¬ 
ment by providing the necessary facili¬ 
ties have also attracted some of the 
important central projects such as the 
Indian Telephone Industries, Hindustan 
Machine Tools, Bharat Electronics and 
Bharat Earth Movers. 

In pursuance of the declared national 
policy of developing co-operative ven¬ 
tures in as many fields as possible, the 
state government has taken active 
interest to develop many co-operative 
ventures, particularly the agro-based 
industries. We thus find today four 
broad categories of industries in which 
the state government have direct or in¬ 
direct financial and management inte¬ 
rests, leaving the central undertakings. 

1. Wholly managed state projects. 

2. Government companies (in which 
the state government has invested 
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more than SJ per cent), which may be 
broadly grouped under the Joint Sector. 

3. Cooperative undertakings. 4. State- 
aided industries (/>., industrial projects 
in the private sector in which the state 
government has minority participation 
both in the equity shares and manage¬ 
ment). 

Following is a list of important indus¬ 
trial projects coming under the above 
categories with their salient fea tures: 

Review of Development 

There has been a five-fold increase in 
the energy-consumption in the industrial 
sector over a span of 19 years. From 
244, 858,000 units of energy sold to 
small, medium and high tension indus¬ 
tries in 1950-51 it has gone up to 
1,392, 1,485, 907 units in 1968-69. 

Since the promulgation of the Indus¬ 
tries (Development and Regulation) Act 
1951, till March 20, *1970, the state has 
received 459 industrial licences/letters of 
intent either to start new industries 
or to expand existing ones or to manu¬ 
facture new items in the existing indus¬ 
trial units. The broad industry-wise list 
of licences/letters of intent issued by the 
Government of India is given below. 
Of these, over 270 licences have already 

List of Industries licensed/letters of 
Intent issued 


1. Metallurgical Industries 33 

2. Prime Movers 5 

3. Electrical Equipments 54 

4. Telecommunications 28 

5. Transportation 15 

6. Industrial Machinery 21 

7. Machine Tools 29 

8. Agricultural Machinery 3 

9. Earth Moving Equipment I 

10. Miscellaneous Mechanical 

Engineering Industries 5 

11. Industrial Instruments 3 

12. Fertilisers 5 

13. Chemicals other than 

fertilisers 29 

14. Dyestuffs 1 

15. Drugs and Pharmaceuticals I 

16. Textiles 97 

17. Paper & Pulp including 

Rayon Grade Pulp 20 

18. Sugar 26 

19. Fermentation Industry 9 

20. Food Processing 20 

21. Vegetable Oils & 

Vanaspati 17 

22. Soaps, Cosmetics etc. 7 

23. Rubber Goods 2 

24. Glass 4 

25. Ceramics 8 

26. Cement and Gypsum 

Products 8 

27. Timber Goods 8 

Totai : 459 


IMPORTANT INDUSTRIAL PROJECTS 


SI. Name of the 

No. undertaking and 
location 

Yr. of 
Est. 

Line of manufacture Average Total 
No. rtf invest* 
workers ment 
em¬ 
ployed 

Value 

of 

produc¬ 

tion 

1 2 

3 

4 

5 6 

7 

I. CENTRAL UNDERTAKINGS 

(Rs in lakhs—in 1968-69*) 

1. Hindustan Aero¬ 
nautics Ltd., 

Bangalore 

1940 

Design & manufac¬ 
ture or aircraft, 
aero-engines, re¬ 
pairs etc. 

22.322 9271.52 1670.46 

2. Indian Telephone 
Industries Ltd., 
Bangalore 

1948 

Telephone, Ex¬ 
changes, Trans¬ 
mission equip¬ 

ments 

12,905 2898.00 2033.23 

3. The Kolar Gold 
Mining Under¬ 
takings, Oorgaum 

1880 

Gold Mining 

13.209 1218.17 

199.35 

4. Hindustan Ma¬ 
chine Tools Ltd., 
Bangalore 

1953 

Machine Tools and 
Wrist Watches 

6.468 2288.3 

397.11 

5. Bharat Electro¬ 
nics Ltd., Ban¬ 
galore 

1954 

Wireless, Electronic 
equipments, com¬ 
ponents etc. 

6,009 3191.51 

1552.00 

6. Bharat Earth 

Movers Ltd., Ban¬ 
galore and K.G.f. 

1964 

Integral Coaches & 
heavy earth mov¬ 
ing equipments 

4,261 2336.01 

1416.58 


II. WHOLLY MANAGED STATE 
PROJECTS 


A. Private Limited Companies—Fully owned and managed. 

1. Mysore Iron and 1923 Pig iron, steel ingots, 9,418 5596.15 1029.82 
Steel Limited, steel sections, 

Bhadravati cement ferro-si- 

licon etc. 


B. Departmental!) Managed 


1 . 

Central Indust¬ 

1897 

Job works, concrete 

316 

86.50 

35.57 


rial Workshop, 
Bangalore 


mixture etc. 




2. 

Central Indust¬ 
rial Workshop, 
Mercara 

1952 

Job Works 

46 

7.91 

4.06 

3. 

Government 

1933 

Transformers, Motors 

1,000 

285.24 

116.91 


Electric Factory, 
Bangalore 


etc. 


• 


4. 

Mysore Imple¬ 
ments Factory, 

1939 

Implements 

300 

82.24 

20.39 


Hassan 






5. 

Government 

1918 Soaps 

298 

120.00 

163.27 


Soap Factory, 
Bangalore 
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CONSTRUCTION 
I ACTIVITY..... 


Manufacturers; 

MYSORE CEMENTS LTD. 

fitgd. dffue: Coffee Beard Building 
jt, Vidhana Veedhi Bangalort-V^ 
factory „ 
lAmmastndra, Tumkw 
[lAyson Stale. 



Mffogt. bridges. tons, highways, wells, canals, caula-shtds... ell ihate 4amand Cmwol 
M odern indie It efivt with rural end urban construction acUaHf. and the demand is soaring. 

OtAMONO Cement is mwifog a shaft ef Ms darnel 

Wi a aka (Mi ctmtat in eur laciory at Ammasandra. {Mysore Stata) Te give 
you At bast caaant te maintain the highest quality every time, we have 
strict Qualify Control« every stage of manufacture. Wo cony out Ml } 
tom te meet ISI end BS specification* You will find eM, 
OlAMONOcamant axcelladL 

Modern India's growing daatnd for quality earnest 
it a challenge... end we era striving to matt 
It In every wee 

DIAMONDi 

CEMENT 

PROVIDES 
ITS SHARE 





rv 



■State Bank of\ 


MMGI 

among the first five 


Capital and Reserves 
Departmental Reserves 
Total Assets 
Net Premium 


Transacts 

FIRE , MARINE , MOTOR , 
PERSONAL, ACCIDENT AND 
OTHER MISCELLANEOUS 
INSURANCES 

OFFICES ALL OVER INDIA 



1969 figures 
Rupees in Crores 
1.40 
1.60 
5.36 
3.02 

MADRAS MOTOR & GENERAL 
INSURANCE COMPANY LTD. 

) Regd. Office : 52, Peters Road, Madras-14. 

It is the customer confidcace iu its prompt 
settlement of claims aad persoaelised sendee 
that sustains MMGI’s growth la the gaaeral 
iasanace field. 








Iff® 

been iiEqptosi^fited. In nearly 90 eases, 
the licences/tetters of intent have either 
been revoked or cancelled as the parties 
did ftot take effective steps or the parties 
themselves dropped their schemes. The 
remaining cases are in different stages 
of implementation, 
textiles 

Textiles is one of the important 
industries in the state, both from the 
point of view of providing employment 
and income opportunities, besides con* 
tributing substantial source of revenue 
to the state and national exchequer and 
gross national product. The state is uni 
que in having capacity in all the three 
sectors, viz. cotton, woollen and silk. 
Under the Five Year Plans substantial 
investment, besides extending technical 
assistance has been made in the unorga¬ 
nised sector. 

In the organised sector, there are 
27 cotton mills, of which 16 are 
spinning mills and the remaining 
11 are composite mills. The 
total spindleage of these twenty- 
seven mills is 6,35,956. There are over 
6,000 looms in the composite mills. 
In respect of the silk industry, the 
state has already attained an inter¬ 
national fame for its pure silk fabrics 
of exquisite designs. 

Sugar 

Sugar is the second important agro- 
based industry in the state. The state 
has nearly 2.00 lakh acres under sugar¬ 
cane. Both from the points of view of 
average yield per acre and sugar re¬ 
covery, the state has already attained 
a mark in the country as a whole. The 
existing 10 factories have a total daily 
crushing capacity of 15,750 tonnes 
which, under ideal seasonal and market 
conditions will be able to produce 2.50 
lakh tonnes of sugar per annum. Two 
more factories—one each near Hiriyur 
in Chitradurga district and Mugatkhan 
Hu bli in Belgaum district, having a 
daily crushing capacity of 1,250 tonnes 
respectively, are under erection. In addi¬ 
tion, Government of India has already 
accorded approval to establish nine 
more sugar factories which are expect¬ 
ed to materialise by the end of the 
fourth Plan period. With the implemen¬ 
tation of these newly approved factories, 
the state will be in a position to pro¬ 
duce nearly 5.00 lakh tonnes of sugar 
per year. 

Cement 

Cement is another important industry 
in the state. A substantial capacity has 
already been developed in the existing 
five factories located near Bbadravati, 
Amxnasandra (Tumktir district), Bagal- 
kot (Bijapur district), Wadi and Shaha- 
bad (Gulbarga district). These factories 
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IMPORTANT INDUSTRIAL PROJECTS (Count) 


1 

2 3 

j* 


4 5 


6 

7 

6. 

Government 
Sandalwood Oil 
Factories, Mysore 
& Shimoga 

1916 

1944 

(Rs 

Sandalwood oil etc. 

in lakha—in 1968-69) 
400 120.00 206.78 

7. 

Govt. Spun 

Silk Mills, Chan- 
napatna (Taken 
over by Govern¬ 
ment in 1961) 

1936 

Spun silk fabrics 
yarn etc. 

600 

98.07 

44.28 

8. 

Govt. Silk Fila¬ 
tures, Mysore 

1956 

Raw silk yarn 

4,450 

61.63 

79.33 

9. 

Govt. Silk Fila¬ 
tures, Kanakapura 

1943 

do. 

349 

28.10 

31.08 

10. 

Govt. Silk Fila¬ 
tures, Kollegal 

1943 

do. 

5,146 

50.00 

82.36 

11. 

Govt. Silk Weav¬ 
ing Factory, My¬ 
sore 

1932 Silk fabrics 

169 

50.54 

27.73 


C. Inter State Undertaking 




1. 

Tungabhadra 

Steel Products 
Ltd., Hospet 

1960 

Penstocks etc. 

614 

141.08 

64.01 

III. JOINT SECTOR 


p 




(i.e. Government Companies in which 
the Government has invested more 
than 51 %) 




i. 

Mysore Sugar 

Co. Ltd., Mandya 

1934 

Sugar, Industrial 

Alcohol 

1,696 

401.48 

94.44 

2. 

Radio & Electri¬ 
cal Manufacturing 
Co. Ltd, Banga¬ 
lore 

1946 

Radios & their com¬ 
ponents, Meters, 
Band-switches, 

PVC wires etc. 

1,300 

416.69 

15.00 

3. 

Mysore Chrome 
Tanning Co. Ltd., 
Bangalore 

.1940 

Chrome upper and 
leather goods 

110 

12.90 

10.72 

4. 

Mysore Lac & 
Paint Works Ltd., 
Mysore 

1947 

Paints and varnishes 

82 

24.62 

15.53 

5. 

Hutti Gold 

Mines, Hutti 

1947 

Gold Mining 

2,415 

455.32 

156.46 

6 . 

N.G.E.F. Ltd., 
Bangalore 

1960 

Transformers, Mo¬ 
tors etc. 

2,648 1599.39 

468.23 


CO-OPERATIVE SUGAR FACTORIES 



1. 

Bellary Central 

1954 

Sugar 

800 

320.61 

214.81 


Co-operative 
Stores, Kampli 

2. Hiranyakeshi 1956 do. 500 467.08 195.84 

Sahakari Kark- 
hane, Saokeshwar 
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have a licenced capacity of over two 
million tonnes per annum. Two more 
factories have been licensed, one in the 
public and the other in the private sec* 
tor. The public sector unit near Sedam 
(in Gulbarga district) with an installed 
capacity of 4.00 lakh tonnes is under 
implementation. The licensed unit near 
Nagargali (in the Belgaum district), 
in the private sector has, however, not 
made much headway. 

Paper and Palp 

Paper and pulp is another important 
industry which has made considerable 
progress in the state. In addition to 
three large-scale paper mills located near 
Bhadravathi, Dandeli (in North Kanara 
district) and Belgula (in Mandya dis¬ 
trict) respectively, there are two small 
units, one near Nanjangud and the other 
near Dharwar. A large-scale rayon 
grade pulp unit near Harihar is current¬ 
ly under erection. A number of straw 
and paper board and also hard and chip 
board manufacturing units in the small 
and medium scale sectors have been 
started in different parts of the state. 
The Pre-Investment Depth Surveys con¬ 
ducted by UN experts, recently, have 
indicated very bright scope for develop¬ 
ing this industry further, since the raw 
materials for the industry, viz. bamboo 
and eucalyputus etc. could be raised, 
at an economic cost, if demand war¬ 
rants. 

Iron and Steel 

The Mysore Iron Steel Ltd, took up 
the implementation of the conversion 
of the mild steel production into alloy 
and special steel production to manu¬ 
facture 77,000 tonnes per annum of 
finished alloy and special steels, involv¬ 
ing an investment of over Rs 30 crorcs. 
This scheme is in final stages of comple¬ 
tion. The works have also undertaken 
to increase the pig iron production capa¬ 
city by an addition of 1.20 lakh tonnes 
per annum by adding new electric pig 
iron furnaces. Steps are contemplated 
to step up the production of ferro- 
silicon for which there is a growing inter¬ 
nal and export demand. 

Machine Tools 

A major portion of grade machine 
tools manufacturing capacity is loca¬ 
ted in the state. The leading public 
sector unit (viz. HMT Ltd) has its 
first two units in Bangalore and the 
leader in the private sector (viz. Mysore 
Kirloskar Ltd) is having its unit at 
Harihar. Continuous expansion and 
diversification to cover new ranges and 
specialised categories are being under¬ 
taken in these units to meet the chang¬ 
ing pattern of demand. 

Electronic Equipment 

Under electric and electronic equip¬ 
ments, Government of India have issued 
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2 3 4 5 6 7 






(Rs. in lakhs 

— in 

1968-69) 

3. 

Pandavapura 
Sahakan Sakkare 
Karkhane, Pan¬ 
davapura 

1955 

do. 

600 

283.00 

90.00 

4. 

Gauribidanur 

1961 

Sugar 

130 

183.15 

90.75 


Sahakara Sakkare 
Karkhane, Cauri- 
bidanur 







5. 

Bidar Sahakari 

1968 

do. 

350 

225,00 

13.53 


Sakkare Karkhane, 
Hallikbed 






V. 

GOVERNMENT AIDED 

COMPANIES 





(i.e. Pirate Sector industrial establishments in which Government has minority 
participation) 


1 . 

Mysore Acetate 
and Chemical 
Co. Ltd., Mandya 

1968 

Cellulose, Triacetate 
moulding granules 

530 

800.00 

* * 

2. 

Mysore Porce¬ 
lains Bangalore 

1932 

Insulator 

1,549 

400.00 

115.35 

3. 

Mysore Cements 
Ltd. Ammasan- 
dra 

1958 

Cement 

227 

671.00 

185.36 

4. 

Mysore Kirloskar 
Ltd. Harihar 

1941 

Machine Tools 

2.697 

572.61 

310.02 

5. 

Mysore Paper 
Mills Ltd. Bhad- 
ravati 

1936 

Paper 

1.565 

703.61 

322.59 

6. 

Mysore Lamp 
Works Ltd. Ban¬ 
galore 

1936 

Incandescent electric 
lamps 

264 

91.00 

51.08 

7. 

Ugar Sugar Works 
Ltd. Ugarkhurd 

1939 

Sugar, Industrial 

Alcohol 

750 

522.29 

306.85 

8. 

Mysore Vege¬ 
table Oil Pro¬ 
ducts, Bangalore 

1939 

Vegetable and Re¬ 
fined oil 

80 

17.34 

56.87 

9. 

Mysore Industrial 
& Testing La¬ 
boratory, Banga¬ 
lore 

1931 

Pharmaceuticals 

300 

40.02 

37.91 

10. 

Mysore Toba¬ 
cco Co. (in diffe¬ 
rent places) 

1937 

Curing, Grading & 
redrying of Vir¬ 
ginia, Flue cured 
Tobacco 

928 

51.75 

27.93 

11 . 

Mysore Chemi¬ 
cals & Fertilisers 
Ltd., Bangalore 

1937 


239 

38.29 

91.72 

12. 

Mysore Coffee 
Curing Works, 
Chickmagalur 

1938 

Coffee processing 

2,807 

(Processing 

charges) 

13. 

D^epak Insula¬ 
ted Cable Cor¬ 
poration, Banga¬ 
lore 

1963 

Enamelled copper 
and paper covered 
wires 

165 

104.96 

' !> 
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PH JUITERKS 

I U I H H FOR INSIMff 

POWER 



BATTERitS FOR IN* If OWER MEO 
MtC FOR INSTANT \?.n MECBATl 

WER MEC BATTERIES FOR INSTk , POWER MFC 
mbc Batteries for infant POWER MECBat 
rot* iNSTART POWER MEC 
INSTANT POWER MEC BAT 1 
FOR IN§TANT POWER MFC 
NSTANT POWER MEC BAT 
T OR INSTANT POWER MH. 



They don't need any charg¬ 
ing and can be' fitted on to a 
vehicie straight from the 
shelf. Put on MEC in your 
car, truck or scooter and 
feel the presence of instant 
power burst. 



NEC Ory Charged Batteries - Manufactured by: 

THE MYSORE ELECTRO CHEMICAL WORKS LTD, BANOALORE-22 

in collaboration with Accumulatorenfabrik Sonnenschein 


b .. 


GmbH., Wert Germany and Semperit, A.G., Austria. 


HRlCC/SM 
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PRODUCTS OF 

MATCHLESS 

PRECISION! 


Urn 



MYSORE MINERALS LTD. 

(An Undertaking of the Government of Mysore.) 

3, MILLERS ROAD, BANGALORE-1 B. 

Mysore Minerals Limited, an Undertaking of the Government of Mysore, has 
embarked on exploration and exploitation of Minerals in the Mysore State. 
The mining programme covers the following minerals. 

1. Iron Ore 

2. Manganese 

3. Chromite 

4. Clay 

5. Asbestos 

6. Soapstone 

7. Limestone 

Of the above. Iron Ore and Maganese are export oriented. 
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80 industrial licences in the state. 
Substantial progress in implementing the 
licences granted has been achieved by 
M/s. Bharat Electronics Ltd, ITI 
Ltd, REMOO, NGEF Ltd, Mysore 
Porcelains Ltd, Kirloskar Electric Co. 
Ltd, Mysore Electrical Industries Limi¬ 
ted, AMCO Batteries Limited, Mysore 
Electro Chemical Works Ltd, Mysore 
Lamp Works Limited, and Sankey 
Electrical Stempings Ltd. 

Auto Anciilaries 

In respect of automobile anciilaries 
as well, the state has achieved 
considerable progress. M/s. Motor 
Industries Co. Ltd, Bangalore, which is 
one of the outstanding units in the field 
are continuously expanding and diversi¬ 
fying their range of products to meet 
the increasing demand. 

Export Promotion 

The state has great export potentiali¬ 
ties. The estimated exports during 
1967-68 in the state were about Rs 
37.24 crores. During 1968-69, the ex¬ 
port performance was of the order of 
Rs 43.78 crores. The exports are on 
the increase especially in engineering 
products, silk fabrics, cashewnuts and 
iron ore. An Export Promotional Sur¬ 
vey of Mysore state was conducted 
under the auspices of the Indian Insti¬ 
tute of Foreign Trade and its report 
^as released during June 1969. Follow 
up action on several of the recommen¬ 
dations made in the survey report has 
already been initiated. 

Small-Scale and Village Industries 

In view of their strategic role in pro¬ 
viding greater income and employment 
opportunities, besides serving as an 
effective media for the dispersal of 
industries, government has assigned 
special importance for the development 
of village and small industries. A num¬ 
ber of steps have been initiated to ex¬ 
tend all possible assistance to set up 
increasing number of these decentralised 
industries in all parts of the state. One 
of the major steps undertaken is to set 
up industrial estates, where constructed 
worksheds with services like power, 
water, drainage, and sewerage, roads, 
common facility centres, godowns, 
technical library, post offices, banks etc. 
are made available for small-scale 
industries on easy rental basis. 21 in¬ 
dustrial estates in different parts of the 
state to meet the demand of small- 
scale industrialists, with 296 worksheds 
have already been set up. Govern¬ 
ment has established the Mysore Small 
Industries Corporation to assist the 
small-scale industries in all possible 
ways. The Corporation has already 
set uprttw material depots in important 


industrial centres to supply scarce and 
other raw materials needed by the small- 
scale industries. The Corporation also 
has extended hire-purchase facilities to 
secure machinery, besides providing 
marketing and other technical servic¬ 
ing facilities. 

Handtooms 

To assist the handloom industry in 
an effective manner, government has 
taken a number of special measures. 
There are over 1.80,000 handlooms in 
the State. To extend financial and 
technical facilities, about 60% of these 
looms have been brought under the co¬ 
operative fold. Three Apex Weavers 
Societies for cotton, woollen and silk 
have been organized and about 736 pri¬ 
mary handloom weavers co-operative 
societies are affiliated to these Apex 
Societies. Besides provision of easy 
credit facilities, improved appliances 
and marketing assistance by way of re¬ 
bates etc., the weavers have been pro¬ 
vided with housing colonies, dye- 
houses, collective weaving centres 
in many important centres. 

A number of craft societies have also 
been organised to serve the specialised 
needs of handicrafts, coir and important 
small-scale industries, through which 
the needed assistance for their members 
have been provided on a liberalised 
basis. To provide craft training, be¬ 
sides model carpentry and smithy cen¬ 
tres, Artisan Training Institutes have 
been established in all the important 
centres of the state. 

Measures to Accelerate Industrialisation 

In spite of several natural advantages 
readily available, developed infrastruc¬ 
tural facilities, a progressive industrial 
policy adopted by the state govern¬ 
ment and a congenial climate obtaining 
for a large-scale industrialisation, the 
state is still laging behind the other 
states suchas West Bengal, Maharashtra, 
Gujarat and Tamil Nadu. Government 
has, therefore, undertaken certain 
special measures to give the necessary 
fillip for a rapid and all-round industrial 
development of the state. 

To provide a specialised agency for 
extending the required assistance in 
the matter of rising capital, use of na¬ 
tural resources, securing other facilities 
like power, water, determining the 
marketing potentialities of different 
products that could be manufactured, 
and the sources of technical assistance 
and know-how. government has set 
up the Mysore State Industrial Invest¬ 
ment and Development Corporation. 
This corporation, which came into 
being on June 15,1964, has taken over 


from the Government the main func¬ 
tions relating to promotional activity. 
Besides offering feasibility studies and 
project reports, the corporation helps 
in securing industrial licences and acts 
as the co-ordinating agent between the 
entrepreneur and various offices of the 
government. It is working very closely 
with the All India financial institu¬ 
tions and development departments 
both in the state and central levels. 
The corporation subscribes to the 
equity and/or preference shares and 
underwrites new issues of shares and 
debentures. The funds for the corpora¬ 
tion are provided by the government 
through participation in its share capital. 
The Government of Mysore has already 
provided funds to the tune of Rs 3.8 
crores to the corporation. 

Development Board 

Certain legal and procedural formali¬ 
ties were considerably impeding the 
acquisition of land for industries under 
the existing Land Acquisition Act. To 
overcome some of these difficulties, 
the Mysore State Industrial Areas 
Development Board lias been set up. 
The Board acquires land at various 
places, in the state, which have industrial 
potentialities, develop them and offer 
suitable areas for establishing industries. 
Those developed industrial areas are 
served by roads, drainage, power and 
water facilities In this connection, 
the following eleven growth areas have 
already been declared in different parts 
of the state for the exclusive develop¬ 
ment of industries — large, medium 
and small scale: 

1. Mysore-Nanjangud 

2. Harihar-Davanagere 

3. Hubli-Dharwar 

4. Shimoga-Bhadravati 

5. Dandeli 

6. Belgaum 

7. Gulbarga 

8. Bellary-Hospet 

9. Mysore-BelagoJa 

10. Around Bangalore 

11. Around Mangalore 

These growth areas are also proposed 
to be utilised, as an effective instrument 
for the dispersal of industries which 
is the avowed policy of the government. 

Concessions, Incentives for Industries 

The government has announced a 
number of incentives and concessions 
for starting new industries. The con¬ 
cessions/incentives now available for 
the establishment of new industries are 
briefly as follows : 

1. Feasibility Studies 

Government will contribute through 
the Mysore State Industrial Investment 
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and Development Corporation 
(MSIIDC) towards the cost of pre¬ 
paring a feasibility study of an indust¬ 
rial project. 

2. Price Preference 

In order to help new industries in 
marketing their products in the initial 
stages, government will consider re¬ 
serving; for such industries 33 per cent 
of their purchases through the Stores 
Purchase Department at the lowest price 
tendered in the open market. 

3. Cash Refund of Sales Tax 

A cash refund will be allowed on all 
sales tax paid by a new industry on raw 
materials purchased by it for the first 
five years from the date the industry 
goes into production, eligibility to the 
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concessions being determined on the 
basis of a certificate to be issued by 
the Department of Indutries and 
Commerce. 

4. Refund of Octroi 

Government will impress on all 
Municipalities and City Corporations 
the importance of the rapid industrial 
development of every region in the state 
and urge them to exempt raw materials, 
building materials/capital equipment 
needed by new industries from payment 
of Octroi for a period of five years from 
the date the industry goes into produc¬ 
tion or in the alternative, to refund 
Octroi collected for a similar period. 

5. Exemption from Electricity Tax 
All new industries will be exempted 
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from the payment of electricity tax for 
a period of five years from the date the 
industry goes into production. 

6. Exemption from conversion fine 

Under the existing orders, fine paid 
for conversion of land for industrial 
purposes is treated as an interest free 
loan recoverable in five annual instal¬ 
ments. The recovery of conversion fine 
is waived altogether for a period of five 
years from June 30, 1969. 

7. Payment of Land Price in instal¬ 
ments 

The price of the land offered by the 
Mysore Industrial Areas Development 
Board is recovered in instalments. 


ITI—New Record in Exports 


Tub turnover of the state-owned 
Indian Telephone Industries (ITI) for 
the year 1969-70 increased to Rs 21.75 
crores, exceeding the target for the 
year. This was achieved in spite of 
severe shortage of raw materials and 
components and a substantial reduction 
in the prices of crossbar exchange 
equipment. Sales to the Posts and 
Telegraphs Department constituted 78 
per cent of the turnover amounting to 
Rs 16.94 crores. The target for 1970-71 
is Rs 23.75 crores. 

The production of long distance elect¬ 
ronic transmission equipment was worth 
Rs4.14 crores. The division produced 
a number of multichannel carrier equip¬ 
ment, multiplexing equipment for the 
main tube, small tube and microwave 
system, line equipment for main tube 
and small tube coaxial systems. In 
main, the emphasis on production has 
been to provide to the P & T equip¬ 
ment for augmenting the traffic-carrying 
capacity on the trunk routes. The manu¬ 
facture of switching equipment for the 
Indian Earth Station at Arvi for Sate¬ 
llite Communication is in progress. 
Transmission equipment required for 
this project have already been supplied. 

The value of stroger automatic ex¬ 
changes and telephones produced rea¬ 
ched Rs 12.07 crores as against Rs 
11.69 crores during the previous year. 
The number of telephone instruments of 
all types produced was 229,000. It 
produced 101,056 number of exchange 
lines (strowger). The value of produc¬ 
tion of Crossbar Division amounted 
to Rs 4.07 crores. The manufac¬ 
ture of switching equipment for the 
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Indian Earth Station System (ASCOM) 
is in progress. The Instruments Division 
designed, developed and produced 
measuring instruments of various types, 
power supply units and battery chargers. 
The value of sales was Rs 69 lakhs as 
compared to Rs 43 lakhs in the previous 
year. 

Equipment for Railways and Electricity 
Boards 

Supervisory Remote Control equip¬ 
ment for the Railways to the extent 
of Rs 36.71 lakhs were supplied and an 
order for Rs 34.34 lakhs has been re¬ 
ceived from the Western Railway for 
the Virar-Sabarmathi Section. Orders 
for seven Kmc microwave equipment, in¬ 
cluding multiplexing equipment, from 
the Posts and Telegraphs Department 
for the Calcutta-Assam expansion pro¬ 
gramme worth Rs. 38 lakhs was re¬ 
ceived. Another order for Rs 25 lakhs 
for six Kmc equipment for the 
Poona-Secunderabad section has also 
been received. Besides, it has secured 
five major orders worth one crore of 
rupees for microwave equipment and an 
order for Power Line Carrier Communi¬ 
cation equipment valued at Rs 34 lakhs. 
The company supplied equipment worth 
Rs 80 lakhs to the defence during the 
year while orders for the supply of ex¬ 
change equipment and special types 
of telephones are on hand. 

The design and development of an elec¬ 
tronic exchange, pulse code modulation 
equipment, computer-controlled trunk 
exchange and automatic error correct¬ 
ing equipment, and microwave equip* 
ment for the Railways are also under 


design and development. These are 
modern systems employing the latest 
techniques. The main effort has been to 
develop equipment for increasing the 
traffic-carrying capacity of the main 
trunk routes which now comprise large 
tube and small tube coaxial cable 
systems. Wide band microwave systems 
have also been designed. The first 
production of this equipment is expec¬ 
ted to be completed this year. Intensive 
drive in the field of import substitution 
has resulted in a saving of Rs 82.50 
lakhs during the year as compared to 
Rs 71.25 lakhs during the previous 
year. The total recurring annual foreign 
exchange saving since the last five years 
amounted to Rs 3.10 crores. 

Export Performance 

During the year, the exports reached 
an all-time record of Rs 90 lakhs, an 
increase of 25 per cent over the previous 
year's figure. The total exports since 1962 
reached Rs 3.20 crores. A noteworthy 
feature was the earning by way 
of installation contracts in the overseas 
markets and contracts for long distance 
transmission equipment from African 
countries besides a repeat, ordef for ex¬ 
change installations for Rs 4.90 lakhs. 
Nigeria has placed an order for trans¬ 
mission equipment valued at Rs 15.30 
lakhs for the first time, which consti¬ 
tutes a breakthrough. Exports to the 
United Kingdom continued to be domi¬ 
nant. The countries to which ITI ex¬ 
ported were. Afghanistan, Bhutan, 
Burma, Canada, Ceylon, Greece, Indo¬ 
nesia, Jordan, Kenya, Kuwait, Lebanon, 
Nepal, Sikkim, Singapore, South Viet¬ 
nam, Syria, Tanzania, the United 
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Our ace service engineer 


Buying a machine tool is only half •• 
the investment. The other half is to keep 
it working efficiently for years to come. 

Based on past service experience and 
current data, our computer works out 
the type and quantity of spares the HMT 
machines in use will need periodically. 
We stock them at important centres, 
so that you’ll get them when you need, 
them. 

Again, we have found that a safe two 
years’ supply of spares is about 5% of a 
machine's cost, but a priceless insurance 
against expensive downtime and the 
rising cost of spares! So, play safe and 
order a stock of spares when you 
buy a machine tool. 

Now, match this with the training 
on the machine we can organise 
for your operators at the HMT factory, 
if required. 

You could be 90% self-reliant. As for 
the other crucial 10% of maintenance 
services, get our men with restless fact 
«— our service engineers* 

HMT is far deeply involved and 


more actively responsive to your 
technical needs than you would have 
ever imagined. 

This is HMT today. 

The HMT range 

TURNING: High speed precision ladies 
H22/26; General purpose centre lathes 
LB17/20/25; Centre lathe LT20; 

Heavy duty centre lathe L45; Production 
lathes L22PP and L22UP; Hexagonal 
turret lathes L22TP; Drum turret lathes 
RTV; Automatic copying lathes 
PILOTE; Multi-tool automatic lathes 
HMT-FAY; Single spindle bar and 
chucking automatics TR and PF; Multi- 
spindle bar and chucking automatics 
AS and ASH; Semi-automatic short 
piece turning machines mini-chucker. 
MILLING: {Cnee type mechanically 
controlled milling machines M2, M2P 
and M2EP; Knee type electrically 
controlled milling machines E2 andEM3; 
Turret ram type milling machines 
M1TR; Bed type duplex and simplex 
mming machines. 


DRILLING: Radial drills RM; Column 
drill; Multi-spindle drilling machines. 
GRINDING: Hydraulic cylindrical and 
universal grinders G131 /17/22; 
Hydraulic surface grinders SFW; 
Mechanical cylindrical grinder G9; 
Internal grinder G9I. 

GEARING: Gear shaping machine 2A; 
Gear hobbing machines L. 

BORING: Horizontal boring machines 
FAS, AF7 and AZ9; Fine boring 
machines FB. 

BROACHING : Horizontal broaching ' 
machines RW; Vertical broaching 
machines RISZ. 

METAL-FORMING: Presses and press 
brakes. ^ 

MULTI-OPERATION: Special purpose 
machines; Rotary and linear transferlines; 
Facing and centering machines; 


HINDUSTAN MACHINE TOOLS 
LIMITED, Bangalore 31 
Factories at: Bangalore-Pinjorer 
Kahuna ssery.Hyderabad 
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the true friend 
and a trusted Lightgiver 



SOLE DISTRIBUTORS FOR MADRAS, KERALA t MYSORE STATES: 

BENGAL ELECTRICALS CO. 


ICON’S FIRST LAMP 


■<% 


BANQALORK-I * MADRAS-17 


Chari 


SOLE DISTRIBUTORS FOR ANDHRA PRADESH. 

G. A. PARASHURAH A CO." 

HYDIRARAD-4 A.F. 




the United Kingodm 

Expansion of the Bangalore factory 
to reach Rs 34 crores output by 1973-74 
has been planned. The investment for 
this expansion during the fourth fivc- 
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year Plan is expected to amount to 
approximately Rs s.7$ crores at Banga¬ 
lore and Rs 2.60 crorfcs in the second 
transmission factory at Naiiti. Pro¬ 
duction from this factory is expected 
to reach Rs 5 to 6 crores by 1973-74. 
The setting up of a second telephone 
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Instruments factory (capital investment: 
Rs 4.8 crores) has since been approved 
and work is to be taken up shortly. 
A project for a second crossbar switch- 
factory (estimated capital investment 
Rs 16.36 crores) has been prepared 
and is under proces^fc( fLftyfc ■ 


Farm Strategy for Mysore 


' The rural resources of Mysore com¬ 
prise mainly of plant and animal wealth. 
For a population of 23.6 million in 
1961 expected to almost double itself 
to about 47 million at the turn of the 
century, the state has only about 10.6 
million hectares of cropped area, of 
which the source of food lies in about 
7.9 million hectares. The yield per hec¬ 
tare of food being only about 1,382 
kgs in rice, 411 kgs in jowar, 270 kgs 
in bajra, 794 kgs in ragi, 252 kgs in 
wheat and 6,378 kgs in potato in 1960- 
61 the state was indeed having in that 
year a low productivity status. How 
unfavourable is the productivity in 
foodgrain production in Mysore will 
be clear when these figures are com¬ 
pared with thdse of the National De¬ 
monstration trials on an all-India 
basis. For example, in rice the average 
yields from the trials in 1965-66 and 
1966-67 were 5,017 kgs per hectare in 
rice, 2,524 kgs in jowar, 3,778 kgs in 
wheat and 3,120 kgs in bajra. 


Rise in Agriculture 

By 1965-66, the index numbers of 
agricultural production rose from 100 
in 1956-57 to 135.8 in 1961-62 in this 
State, but fell to 113.3 in 1965-66 for 
rice, (torn 158.2 to 112.4 respectively for 
pulses, 109.8 to 50.9 in ragi, 113.7 to 
87.4 in wheat, 131.3 to 141.4 in jowar, 
and 88.3 to 75.7 in bajra, disclosing the 
very /fluctuating trends in production. 
These figures are quite in contrast with 
the trends of commercialised and ad¬ 
vanced plantation industries such as 
coflee and tea, where the corresponding 
index numbers were 111.5 and 123.1 
in the former and 150.7 and 172.1 in 
the latter. 

Low productivity and fluctuating pro¬ 
duction trends in foodgrains are dis¬ 
turbing features against the background 
of continually rising population and the 
continuing problems of under-nutrition 
and malnutrition. Added to these is 
tile faet that the percentage of net area 


ftauMi (beat ana and production are 
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irrigated to the net area sown in the 
state is only 9.74 in 1965-66, one of the 
lowest in the country comparing most 
unfavourably with the neighbouring 
states of Tamil Nadu and Andhra Pra¬ 
desh. Increasing food production in 
quantity and quality and stabilising food 
production at the desired level becomes 
a gamble when over 90 per cent of the 
sown area depends on the vagaries of the 
monsoon. 

Livestock production has no less 
disturbing features. According to 
1966 census the slate had 371 cattle 
and 113 buffaloes per 1,000 persons, 
and the latest milk yield figures avail¬ 
able is only 17.9 million mds., of which 
59.6 per cent is from buffaloes, 37.6 
per cent from cows and 2.8 per cent 
from goats. This works out roughly 
to 5.0 oz. of milk per individual per 
day, which when compared with 24.0 
oz. per individual per day in USA, 
reveals the extent of leeway the state 
has to make in our livestock and dairy 
industries. 

The potential yield from fisheries 
(marine and inland resources) is acknow¬ 
ledged by all authorities as appreciable, 
though yet very inadequately tapped. 
Mysore’s coast line extends to 178 
miles, while the resources of inland 
water area available works out to a total 
of .2.12 million acres, which is next in 
size only to Andhra Pradesh in the 
country. The inland fish landings in 
1968 were, however, only 43,200 tonnes, 
which brings down Mysore to the fifth 
rank in India, with West Bengal, 
Andhra Pradesh, Tamil Nadu and Bihar 
having appreciably higher records. 

Low Intake of Marine Foods 

The Asian Agricultural Survey con¬ 
ducted by the Asian Development 
Bank reports that the annual per capita 
consumption of fish in India was only 
2.7 kgs as against 37.0 kgs in Singa¬ 
pore, 34.0 in Malaysia, 33.0 in Korea 
and 31 ,P in China and has inferred 
that the development of fisheries neces¬ 
sarily requires higher training institu¬ 
tions. By starting the "first College of 
Fisheries in India at Mangalore in 
1969, the University of Agricultural 


Sciences has cndeMSpured,to provide 
this basic need. . 1 , 

Differing Ecological Regions 

Modernization of agriculture, using 
tbe word agriculture in its broadest 
sense, depends on the use of modern 
science and technology. It is only then 
most countries of the world could find 
solutions to the problems of food 
scarcity and malnutrition. The basic 
resources for all forms of agricultural 
production are the people — the prac¬ 
tising farmers. Agricultural develop¬ 
ment has to be evolutionary, starting 
with the present pattern of cultivation 
or production and the already existing 
population, all of which cannot be 
transformed by a magic wand or by 
imposition of any set patterns of agri¬ 
culture from a central or state authority. 
Any attempt ,that does not meet the 
specific needs of different ecological 
regions within a vast country or a 
state will only inhibit balanced de¬ 
velopment and may even put the clock 
of progress backwards. 

To a greater extent in Mysore than 
in most other states of India there are 
marked variations within the state in 
agricultural potential, size of farms, deg¬ 
ree of progress achieved such as, by 
cultivating high yielding varieties, the 
extent of progress towards moderniza¬ 
tion in agricultural production and in 
many other characteristics. An effective 
‘ ‘cutting edge" is impossible if these 
local units are regulated, guided or 
controlled by a streamlined administra¬ 
tion doling out a uniform therapy or 
the same "package of practices’’. A 
service agency rather than a bureau¬ 
cratic set-up is needed to catalyse agri¬ 
cultural development according to felt 
needs of each area or region. This is 
the philosophy which provides the 
justification for the state-wide jurisdic¬ 
tion enjoyed by agricultural universities, 
including the University of Agricultural 
Sciences in Bangalore, which has been 
assigned the triple responsibilities of 
resident teaching, research, and extend¬ 
ing the knowledge emerging from re¬ 
search to the farmers of the entire State 
of Mysore. 

The recent upsurge in production of 
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wheat in north and north-western 
India and of tic# and maize in a few 
places in the country, and of jowar and 
bajra to a lesser extent has lulled many 
to a feeling of complacency. The up¬ 
surge through high-yielding varieties 
has been possible almost wholly in 
places where assured irrigation facilities 
were available. This increase in a few 
places is not enough to sustain progress 
or to accelerate the rate of growth in a 
state such as Mysore. A broader base 
with bulk of the rural population partici¬ 
pating in the use of modern science and 
technology is necessary. Until this is 
achieved, drops in food production at 
unpredicted intervals and fluctuating 
production trends will continue to be 
the features of Mysore's agricultural 
scene. Tt will be tragic if a few years of 
fair to good monsoons and the world¬ 
wide use of the term green revolution 
leads us into a trap of closed minds and 
complacency. To bring rural areas of 
Mysore state (all of it) into the stream 
of agricultural modernization is a com¬ 
plex, continuing and gigantic task. 

To a predominantly rainfed agricul¬ 
tural state as Mysore, selection of sliort- 
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season crops and crop varieties that can 
grow and ripen within the varying rain¬ 
fall patterns of different areas, timely 
soil preparation and sowing, adequate 
and timely application of fertilizers and 
manures at the optimum depth and in 
the proper manner, improved soil and 
water management, including the proper 
use of underground water resources, 
provision of adequate drainage, timely 
and effective preventive and control 
measures against pests and diseases are 
some of the large number of essentials 
for which the modern farmer has to be 
equipped with knowledge, skill and 
physical facilities. 

Package Practices 

Results of research are not available 
for direct application by the farmer to¬ 
day, even if he is equipped adequately 
to translate such know-how into his 
field practice. The pressing need of the 
State at the moment is to evolve a tech¬ 
nology base for developing a profitable 
and dependable package of practices 
for each of the numerous agricultural 
situations in this state with its vast 
diversity of conditions. Only when such 
a technology becomes available will 


This Is HMT Today 


HMT of today is more than its 
mere massiveness or sophisticated range 
and volume of production. 

HMT now is organised to serve. A 
big chunk of a manufacturer’s plant 
investment will be on machine toots. 
HMT today offers the expertise of 400 
engineers with rich planning and pro¬ 
duction experience to help him mini¬ 
mise risks in his machine tool invest¬ 
ment decisions, and help him to derive 
the utmost profitability out of his sub¬ 
stantial investment in machine tools in 
the decades to come. 

This is HMT today, with five machine 
tool factories and a watch factory ex¬ 
tending over 5000 acres, and organised 
to give a total plant engineering service 
to the country’s industrialists, organisa¬ 
tions and enterprencurs. 

Modern Designs 

In fact the exhaustive range of HMT 
machines is built to over 50 of the most 
modern machine tool designs developed 
in the USA , the UK. West Germany, 
Prance, Italy, Holland, Denmark and 
Belgium. HMT has also developed 
20 new machine tool designs. 
These designs are translated into 
machine tools by HMT’s integrated 
team of 400 engineers, many of whom 
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have been trained at one or other of 
the factories of HMT’s collaborators 
abroad. 

The most advanced designs are tran¬ 
slated faultlessly into a variety of sim¬ 
ple as well as sophisticated machine 
tools by HMT’s engineers, to offer 
India’s and the world’s widest range of 
machine tools to be produced by a 
single unit. 

Plans for Future 

With rapid industrialisation and 
increasing adoption of sophisticated 
modern production techniques. India’s 
industries are constantly faced with 
never before machine tool requirements. 
The HMT range is ever expanding to 
meet the new challenges of develop¬ 
ment. 

HMT’s programme of import subs¬ 
titution commenced with its inception. 
The recession acted as a spur, which 
made HMT embark on a diversification 
of production lines: Machine fools 
like gear Hobbers and multi-spindly 
automatics, requiring the highest skills 
were taken up on HMT’s production 
lines. 

HMT’s plans for the future include 
the production in India ofBUHLER die 


September 25. 1970' 

thealhperasive risk factor m rainfed 
areas be eliminated. The Indian Council 
of Agricultural Research has very re¬ 
cently sanctioned the establishment of 
three research centres in the state on 
rainfed agriculture with those broad 
aims and the University of Agricultural 
Sciences is set to launch work in two of 
these centres very shortly. * 

Any new technology or practice has 
to be ultimately adopted by the farmer, 
who responds to the profit motive and 
economic incentives, provided the new 
technology involves no undue risks. So 
far as risks from the attack of crop 
pests and diseases are concerned, 
thanks to two massive grants from Ford 
Foundation and one grant recently 
sanctioned by UNDP (Special Fund> 
the University of Agricultural Sciences 
is well set to contribute significantly to 
our know-how on plant protection. 
But in the techniques for our fight 
against drought, dry farming or rainfed 
agriculture, our ability and competence 
can only grow slowly and it is hoped, 
steadily. It is in these vital areas of re¬ 
search that there is scope for consider¬ 
able strengthening of our resources. 


casting machines and plastic injection 
moulding machines. These machines 
are to be manufactured by HMT in 
technical collaboration with Messrs 
Interfonda Ltd, Uzwil, Switzerland. 
Plans have been finalised for the pro¬ 
duction of GSP numerically control¬ 
led production jig boring machines and 
drilling and boring machines in colla¬ 
boration with Messrs Alliance Cons- 
tructeurs, France. 

HMT also plans to enter the world of 
agricultural machinery with the produc¬ 
tion of 20 to 50 hp tractors at Pinjore, 
under licence from Czechoslovakia. 

M/s Herman Kolb of West Germany 
and HMT have entered into an agree¬ 
ment for technical co-operation in the 
fields of sales engineering, designs and 
production. Under this agreement 
manufacture of radial drills, to Kolb 
design with capacities ranging from 35 
nun, to 120 mm. will be taken up at 
HMT progressively. 

As a further step of diversification of 
production, HMT has plans to manu¬ 
facture different types of printing ma¬ 
chines. 

FiveModern Factories 

HMT’s fivefactories—two ihemat 
Bangalore, one at Piruoie (Haryana), 
one at Kalamassery (Kentaj'sM into 
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NORTHERN RAIL WA Y 

Changes in the Time Table 

The following important changes in the winter Time Table will take effect from October 1,1970: 

I. NEW TRAINS INTRODUCED : 

Between Lucknow and Balamau: 

A passenger train between Lucknow and Balamau is being introduced. The train will leave front Luck¬ 
now at 17.20 hrs. reaching Balamau at 19.20 hrs. The return service will leave Balamau at 7.10 hrs. arriving 
Lucknow at 9.10 hrs. 

Between Kurukshetra and Jind: 

From Kurukshetra the train will leave at 18.20 hrs. reaching J ind at 23.40 hrs. The return service will leave 
Jind at 9.40 hrs. reaching Kurukshetra at 13.20 hrs. 

Between Sadulpur and Hamunangarh : 

From Hanumangarh the service will leave at 5.15 hrs. arriving Sadulpur at 11.25 hrs. The return service 
will leave Sadulpur at 17.15 hrs. reaching Hanumangarh at 22.25 hrs. 

II. TRAINS CANCELLED : 

1. No. 1 AP/2 AP between Amritsar and Patti. 

2. No. 1 BQ/2 BQ between Batala and Qadian. 

3. 1 JA/2 JA between Jullundur City and Amritsar. 

4. I JN between Jullundur City and Nakodar. 

These services arc run to cater for the seasonal traffic. 

III. TRAIN DIVERTED : 

7 DG Ghaziabad-Delhi Shuttle service will run via the new Jamuna Bridge. 

IV. NEW STOPPAGES : 

Additional stoppages have been provided to certain services. No. 33 Up at Chakki Bank. No. 62 Dn/66 
Dn. Doon Expresses at Doiwala, No. 41 Up/42 Dn. Mussoorie Expresses at Raisi, No. 351 Passenger at Aiga- 
wan., 5 LF/6 LF Passengers at Dhat Halt, 40 Dn. Janta Express at Dadri and Bheerpur, 10 Dn. Doon Ex¬ 
press at Raiwala and 99 Up/100 Dn. Expresses at Kosli. 

V. TRAINS ACCELERATED : 

Some of the Mail and Express trains have been speeded up, notable among them being 59/60 Dn. Srinagar 
Express, 33/34 Dn. Kashmir Mail, 41 Up Mussoorie Express, 69 Up Triveni Express, 207 Up Agra Express and 
96 Dn. Marwar Mail. 

VI. CHANGES IN TRAIN TIMINGS : 

No. 21 Dn. Dakshin Express will arrive New Delhi at 5.00 hrs. against 7.40 hrs. 

No. 22 Up Dakshin Express will leave New Delhi at 19.15 hrs. against 20.50 hrs. 

No. 62/66 will arrive Varanasi at 18.00 hrs. against 17.10 hrs. 

No. 30 Dn. Lucknow Mail will leave New Delhi at 21.40 hrs. against 21.20 hrs. and arrive Lucknow 7.20 
hrs. against 7.00 hrs. 

VII. WITHDRAWAL OF AIRCONDITIONED ACCOMMODATION : 

The air-conditioned accommodation will be withdrawn from Mussoorie Express front 16-10-70 ex?Delhi 
and on 17-10-70 ex. Dehra Dun. Similarly air-conditioned accommodation provided bi-weekly on 9 Up/10 
Dn. Doon Expresses (Varanasi-Dehra Dun) will be withdrawn from 1-10-1970. The air-conditioned accommo¬ 
dation on 93 Up/94 Dn. Jodhpur Mails (Delhi-Jodhpnr) will be provided bi-weekly instead of 4 days a week. 
It will run ex Delhi on Mondays and Fridays and ex Jodhpur on Sundays and Thursdays. 

VIII. DISTANCE RESTRICTION RELAXED : 

The distance restriction of 160 Kins, in third class by 3 Up/4 Dn.Mail will be relaxed between Mirzapur 
and Allahabad only. The existing restriction will, however, apply on Mughalsarai Mirzapur section on this 
Railway. 

IX. For detailed information reference should be made to the Northern Railway Time Table, available for 
sale at Railway Booking Reservation/Enquiry Offices and Bookstalls at important stations. 

Chief Operating Superintendent 
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at Hyderabad (Andhra Pradesh)—have 
been planned to meet the present-day 
need for machine tools and face the 
challenge of future accelerating demand 
in India and abroad. 

The two factories at Bangaloee manu¬ 
facture centre lathes, heavy duty lathes, 
pre-selector production lathes, chu- 
ckers, hexagonal turret lathe, single 
spindle automatics, multi-spindle auto¬ 
matics, radial drilling machines, grind¬ 
ing machines, gear shapers and hobbers, 
tool grinding and lapping machines and 
a series of milling machines. 

The Pinjore factory manufactures 
milling machines and broaching ma¬ 
chines. 

At the Kalamassery factory the 
range of manufactures includes centre 
lathes, copying lathes and drum turret 
lathes. 

Special purpose machine tools, 
boring machines, multi-tool automatic 
lathes, presses and press brakes are 
some of the machine tools manufac¬ 
tured at the Hyderabad factory. 

The HMT factories have been desig¬ 
ned and built using the modern produc¬ 
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tion engineering techniques. A feature 
of the factories is the flow production 
techniques employed at ail stages to 
ensure high quality at low cost. The 
plant is equipped with special purpose 
production lines, test equipment and 
mass production machinery. 

Better Working Conditions 

The layout of the factory has been 
carefully designed to enable smooth 
movement of work and quick progress 
from one operation to the next. 

At every stage of production and 
assembly, special test operations ensure 
that the quality built into the design of 
every component on a machine tool is 
accurately maintained until the finished 
equipment is ready for delivery. 

One of the latest computers in the 
market today, the ICL 1903 with a 
cycle time of two micro seconds has been 
installed for the mechanisation of all the 
systems in the factory, in particular for 
production and inventory control 
systems. 

HMT’s slogan is 4 stricit quality 
control*. Quality is controlled right 


Sgptemhor 

from the raw material stage to the 
moment the final product is ready for 
delivery,' 

The raw materials which form the 
substance of machine tools are subject 
to rigorous tests. Ultrasonic tests for 
flaw detection, tests to determine ten¬ 
sile strength and various other standard 
tests ensure that all raw materials used 
in the manufacture of HMT machined 
are of required specification. 

Gauges and statistical quality con* 
trol techniques govern the manufacture 
of components. All measuring instru¬ 
ments and gauges used in production, 
therefore, are checked at regular inter¬ 
vals, HMT’s quality control depart¬ 
ment approves the accuracy of new tool¬ 
ing, gauges and samples of sub-contrac¬ 
tors. 

The desigmspecifications are accurate¬ 
ly adhered to with the help of electrical 
and mechanical tests operations at 
various stages of manufacture. 

With its numerous modern factories, 
extensive production potential, wide 
range of machine tools and the collec¬ 
tive expertise of intensively trained and 
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HJT-16 

Designed and built by HAL 
for the Indian Air Force, for 
use as a basic and 
intermediate jet trainer. 


HINDUSTAN 
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With 

best compliments 
from 

JAIRAMDAS UDYOG PVT. LTD. 

manufacturers of 

high quality TAPS and TWIST DRILLS 


Sales Office : 111-118, Silver Jubilee Park Road, Bangalore-2 
Factory : Jairamdas Estate, 8tk Mile, Mysore Road, Bangalore 
Selling Agents : Jairamdas & Sons : Bombay/Bangalore /Secunderabad/Delhi 'Madras 
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VIJAYA BANK’S 

Double Benefit Scheme 

n ’ 

i eat the cake 
1 arid have H too 


tat, *• ire itriouA’obM w up “ait tka cafca and km U tea**. 

Under our “DOUBLE BENEFIT SCHEME", 

your deposit is intact, while your dependants get 
a regular income every month. 

Here is the way the scheme works- 
Make a deposit of R$. 8,276'-. Your nominee will 
§et a fixed Income of R$. 4,200/- at the rate of 
Rs. 50/- every month for 84 months. 

You can get back your deposit of Rs. 8,276/- in full 
at the end of W’months. This is just an example. 

We Hive deposits and incomes to suit alt pockets. 

Sene you must! To provide for your dependants 
Is your moral obligation. We. at the Vifaya Bank, 
help You do it. 

f t» eta I* CMtMf out M»rtll,briMk 

JHE VWAYABAW LIMITED 

Office :U*Ag«lef«4 Adodrilmeba* 0Pk« 

. * SUM** nxii met ft, 

CHAWVA* 
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exjpferieneed team of engineers. HMT 
is ideally placed to offer a total plant 
engineering service. 

A majority of the entrepreneurs have 
the product, the initiative and basic 
resources to venture forth, but what 
they lack is mostly the know-how to 
set up an efficient, streamlined produc¬ 
tion line suited to manufacture their 
product accurately, quickly and eco¬ 
nomically. 

HMT is organised to help the entre¬ 
preneur or even the established manu¬ 
facturer design and installhis production 
line, comprising an integrated machine 
tool system_suggest the most sui¬ 

table machine tools for the optimum 
efficiency, even if a non-HMT machine 
tool has to be recommended, in the 
process. 

Sales, Service and Spares 

As any manufacturer would agree, 
buying machine tools, large though 
the investment may be, is really only 
half the long-term investment. The other 
half is in the capacity of the supplier 
to ensure their efficiency in the decades 
to come with expert after-sales service 
and easy availability of spares. HMT 
assures both. 

With its main sales offices at Banga¬ 


lore, Bombay. Madras, Delhi and Cal¬ 
cutta and a network of after-sales 
service centres spread all over the 
Country and abroad, HMT maintains 
adequate stocks to meet normal wear 
and tear spares at 24 hours' notice. 
HMT has a wide net-work of selling 
agents abroad. 

Credit Facilities 

To establish a new production plant 
or expand the existing plant, lack of 
ready funds to purchase the plant 
equipment called for, is a problem faced 
by entrepreneurs and well-established 
industrialists. As part of its total plant 
engineering service, HMT is able to 
assist in several ways in arranging 
appropriate credit facilities as well. 

HMT Quality 

There cannot be a more firm and 
positive answer to the question “Is HMT 
quality right?’’ than the fact that the 
world's most advanced countries buy 
HMT machine tools. Canada, the USA. 
the USSR. W. Germany, the UK. 
France, Australia, Switzerland. New 
Zealand, Holland, Sweden, Den¬ 
mark, Ireland. Poland, E. Germany, 
Hungary, Bulgaria and Czechoslova¬ 
kia—these arc some of the countries 
that have found HMT machine tools 


compare favourable in reliability and 
performance with the best the world 
can offer. 

HMT is exporting technical know¬ 
how to developing countries. M/s 
Ceylon Steel Corporation of Ceylon 
have entered into a collaboration agree¬ 
ment with HMT, under which HMT 
assists the Ceylon Steel Corporation to 
manufacture machine tools. 

India's First Watch Factory 

HMT’s versatility in precision-manu¬ 
facturing is exemplified by its watch fac¬ 
tory in Bangalore, the first of its kind 
in India. The factory, set up in colla¬ 
boration with the Citizen Watch Com¬ 
pany of Tokyo, Japan, has an installed 
capacity of 360,000 watches a year; 
84 per cent of their components are 
indigeneous. The excellent quality, 
amazing economy and precision of the 
HMT watches have generated a tre¬ 
mendous demand for their range of 
men’s and ladies' models, reflected in 
the long waiting lists and a continuous 
flood of enquiries. 

A second watch factory is being set 
up at Kashmir near Srinagar, with an 
installed capacity of 300,000 watches 
a year, in order to meet the increasing 
demand for HMT watches. 


Problems of Growth 


Mysore has made impressive progress 
in the 14 years since it came into 
being: Food production has increased 
by 43c per cent and agricultural produc¬ 
tion has recorded an annual increase of 
3.3 per cent, a record unequalled by 
many states in the Indian Union. Indus¬ 
trial production has made substantial 
headway largely aided by agricultural 
growth. Thejre has been spectacular 
increase In power development and the 
record of growth in many fields is a 
promising augury for the future. But 
growth has brought in its train a large 
number of prebjeps which have to be 
tackled witn energy and imagination 
if the tempo of progress is to be sus¬ 
tained and accelerated. This article dis¬ 
cusses these problems of development > 
and the goals for the current decade so 
eloquently expounded by the state’s 
Finance MlmHeT- 

The agricultural sector qf Mysore 
state abounds in a rich variety of soils 
and crops, Out : Of* the total ansa of 
18.92 million hectares, the net area 

S n was 53 per cent in 1966-67-Abowt, 
.jbreertiorthe total area of the state 
is classed as fit for cultivation andtherC- 
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fore there is some scope for extension 
of area under cultivation. But our 
fundamental problem is low agricultural 
productivity. 

The techno-economic survery of 
the state conducted by the National 
Council of Applied Economic Re¬ 
search has pointed out that, although 
structurally the cropping pattern in 
Mysore is superior to that in India, the 
components of the major category of 
foodgrains arc inferior in that, the bulk 
of the area is devoted to the less value 
yielding grains. Among food crops, 
rice, sugareane and pulses which are 
the high-valued ones occupy propor¬ 
tionately a smaller area than that in the 
country and these crops account for 
about 22.0 per cent of crop area in the 
State as compared to 39.6 per cent'in 
India. Cropping pattern is one of the 
factors which determine the value of 
farm output. The survey also pointed out 
ffiat over a major part-bf the cultivated 
‘area, yields are poor on account of lack 
of the required inputs. Some other studi- 
, «s carried out in respect of-agricultural 
productivity inthe country have brought 
but the fact that the gjrpss value per 


hectare in Mysore is lower than in 
Kerala, Tamil Nadu. Punjab, Uttar 
Pradesh and Andhra Pradesh and that 
productivity per agricultural worker is 
higher in some other states like Punjab, 
than in Mysore. 

The net income per cultivating 
household is also higher in Punjab, 
Assam, Gujarat. Kerala, Tamil 
Nadu and Maharashtra than in 
Mysore. Considerable gains can be 
achieved in the agricultural sector by 
the increased use of major inputs like 
water, fertiliser, organic manures and 
improved seeds. The total irrigation 
potential in the state is of the order of 
3.34 million hectares, that is, about one- 
third of the net sown area of the state, 
but the actual area under irrigation is 
just one million hectares. Thus, there is 
tremendous scope for the fuller utilisa¬ 
tion of the irrigation potential in the 
state. It is said that the potential for 
minor irrigation is much larger than 
what is realised at present. The regional 
survey of Mysore made by Dr A. T. A. 
Learmonth has drawn attention to the 
considerable possibility of increasing 
irrigation through wells (both surface 
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and substrata), tanks and lift by exten¬ 
sive use of purftpfccts. No detailed hydro- 
logical survey of the state has been 
made and such a survey will reveal 
much greater potential for minor irriga¬ 
tion than is assumed at present. As a 
result of application of major inputs 
and changes in organisation and tech¬ 
niques of production, it will not be 
difficult to achieve an annual rate of 
growth - of five per cent in agricultural 
production. One of the most important 
inputs is agriculture is water, and the 
need for irrigation in the state is vital. 

In 1966-67 only about 10 per cent of the 
cropped area of the state was benefited 
by irrigation while the proportion in the 
country was 20 per cent. Limited 
irrigation facilities have also hampered 
multiple cropping in the state. Thus, 
while in the country more than IS per 
cent of the net cultivated area is cropped 
more than once, in Mysore the corres¬ 
ponding proportion is less than four per 
cent. The use of fertilisers and manures 
also depends upon the availability of 
water and if irrigation facilities are not 
developed, use of fertilisers does not 
become very profitable. From the data 
available, it is found that though 
Mysore's consumption of fertilisers on 
an average per hectare is higher than 
thSt of the country as a whole, it is 


less than in Kerala, Tamil Nadu, Pun¬ 
jab and Uttar Pradesh. Mysore has done 
well in respect of introduction of im¬ 
proved strains of seeds. Therefore, in 
planning for agricultural development 
in the state, extension of area under 
irrigation and increase in other inputs 
for intensive cultivation are the twin 
approaches to maximise agricultural 
productivity. 

Animal Husbandry 

As regards animal husbandry the 
general condition of the cattle in the 
state is poor and that the milk yield 
is very low. The reasons for the low 
yield rates may be attributed to the non¬ 
availability of fodder in sufficient quan¬ 
tities as a result of which the great 
majority of the animals are underfed 
and suffer from malnutrition. The pas¬ 
ture lands in the villages are overgrazed, 
exhausted, eroded and weed-infested. 
By proper attention to feeding, the per¬ 
formance of most animals can be doubl¬ 
ed. It is necessary to increase the pro¬ 
duction of fodder in the state both in 
the direction of quantity as well as 
quality. In Mysore, the area under 
fodder crops is only about 2.6 per 
cent of the total area sown; in Punjab 
it is about 1 $ per cent and in the country 
as a whole it is about four per cent. 

Occupying only 18 per cent against 
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a deriraUe 33 per cent of the total land 
area of the state, the extent of forests; 
is inadequate to meet the needs of the 
state. Even this area is distributed 
in different parts of the state is an erra¬ 
tic manner, While in a Mainad district 
like North Kanara, forests occupy 81 
per omit of the total land area of the dis¬ 
trict, the extent of forests dwindles to a 
mere two per cent in Mandya district. 
Thus, there is a genuine need for in¬ 
creasing the area under forests, tree, 
plantations and also to rectify the un¬ 
even distribution of forests in different 
districts. The techno-economic survey 
of the state has revealed that the utili¬ 
ses ble production of even this limited 
forest area is extremely low and that 
Mysore forests produce less than a tenth 
of the forests in advanced countries 
which have developed progressive silvi¬ 
cultural and utilisation techniques. 

Fisheries 

Problems relating to development of 
fisheries are peculiar to Mysore. The 
main catch on the coast consists of 
shoaling fishes like mackerel and sardin¬ 
es but the catch is subject to high fluc¬ 
tuations. It is therefore necessary to 
conduct research into the causes of these 
high fluctuations. Increased facilities 
for preservation of fish such as icing, 
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THE GWALIOR RATON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam—Mavoor—Kozhikode 


saves 

enormous foreign exchange for National Development 


by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Regd. Office : 

BIRLAGRAM, NAGDA (M. P.) 
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freezing, canning, etc., and improve¬ 
ment of the methods of preservation are 
some of the other needs of this industry. 
Communication and transport facilities 
between the coastal landing centres and 
the interior are not adequate and simi¬ 
larly existing facilities at fishing har¬ 
bours are inadequate. In regard to in¬ 
land fisheries there is need for a subs¬ 
tantial increase of nursery facilities. 

Industry 

Adequate supplies of minerals for 
diversification of the industries are 
necessary and have to be met by new 
discoveries by conserving the known 
reserves and by improving the techni¬ 
ques. The main bottleneck in the deve¬ 
lopment of mineral industries is the in¬ 
adequate railway system which has not 
touched large areas of mining. The 
existing railway system too has not 
developed in a co-ordinated manner 
and there are too many differences in 
gauge thereby requiring transhipment 
of ores at several points. Moreover, the 
railways end abruptly and are not 
connected to any ports. It is essential 
that a port-oriented economy should be 
built in order to increase the tempo 
of mineral development and exploita¬ 
tion. 

The other serious deficiency from 
which Mysore suffers is the lack of fuel 
resources. The state has no deposits of 
coal or oil and with the development 
of major ports on the west coast, it may 
be possible to import coal and oil. The 
progress of mineral-based industries 
in the state is slow and lack of capital 
is responsible for this state of affairs. 
The direct income from production of 
raw materials is small and mere export 
of minerals in their raw state does not 
improve the economy. The industries in 
Mysore state are working under several 
handicaps. They are located at places 
far from the sources of coal and coke 
and therefore the vagaries in supply 
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and transportation have led to prolong¬ 
ed shutdowns. Shortage of commodities 
and difficulties in the procurement of 
imported raw materials, spares and 
replacements are the other problems 
facing the industries. The question of 
finance is one of the foremost problems 
that confront the industries, especially 
the big industries of the state. It is often 
complained that most of the assistance 
from financial institutions and even 
from the centre has gone to advanced 
states such as Maharashtra, Gujarat, 
Tamil Nadu and West Bengal, while 
Mysore and some other states have been 
starved despite large scope for develop¬ 
ment of small-scale and cottage indus¬ 
tries. 

The developments in agriculture, in¬ 
dustry, mining, trade and commerce 
will impose considerable burdens on the 
transport system in the state. The main 
handicap and problem of the state in 
the field of transport is that the ports 
are not connected by rail with the chief 
mining areas. The development of the 
state's external trade depends on rail 
connection with the west coast. The 
roadways from the ports into the inte¬ 
rior are not yet satisfactory and they 
need to be aligned so as to sustain 
port developments on the coast. The 
regional variations in road development 
should receive attention and the rural- 
urban road links are also unsatisfac¬ 
tory. 

Prospects of Future Development 

Whatever might have been the rea¬ 
sons for the slow performance in the 
past, the future has to be different. No 
explanation or justification of the gap 
between the plan and achievement will 
serve for the future and the realities of 
the situation demand higher and more 
rapid progress in the years to come. In 
this context it is necessary to realise that 
Mysore has all the economic potentiali- 
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ties for more rapid development and 
growing prosperity. Mysore's economic 
status is high because of its resource 
endowment; it is abundant in its variety 
of resources—land, water, forest, seri¬ 
culture, animal husbandry, fisheries, and 
power. 

Mysore’s problem is not one of 
scarcity of physical or natural resources. 
The resources have to be effectively 
tapped and utilised for the benefit of 
the state and its people. The resources 
of agriculture, forests, marine livestock 
and mineral wealth promise vast poten¬ 
tialities for development of industry 
and trade. The state has extensive depo¬ 
sits of high grade iron ore estimated 
at 2,000 to 2,500 million tonnes and 
manganese ore in the range of 10 to 12 
million tonnes, besides deposits of other 
minerals. A proper and fuller utilisation 
of all these resources will expand indus¬ 
trialisation and augment the exports. 
The assessment of mineral resources of 
the state has indicated that the state 
has potential for the development of 
iron and steel, ferro-alloys, aluminium 
and cement industry. Among others, 
cotton textiles, sugar, paper and papei 
board, nitrogenous fertilisers, caustic 
soda and a variety of engineering pro¬ 
ducts have vast scope for development. 
The export potential survey conducted 
by the Indian Institute of Foreign 
Trade estimates that the value of ex¬ 
ports from Mysore state which amount¬ 
ed to Rs 53.3 crores in 1967-68 would 
reach Rs 122.1 crores by 1973-74. 
Mysore’s undoubted economic poten¬ 
tialities can be tapped by a proper 
strategy of development. In his last 
budget speech the state's Finance 
Minister set ten major goals for the 
decade 1970-80. These goals go beyond 
the fourth five-year Plan. They require 
not merely the allocation of financial 
resources but programmes planned in 
depth with skill and foresight. 


Poised for Biff Exports 


Mysore state, with its natural resourc¬ 
es as well as industrial and commercial 
background, is not altogether new to the 
export field, though it depended in the 
pre-indepcndence years, on its mono¬ 
polistic and semi-monopolistic tradi¬ 
tional items like sandalwood and coffee, 
which were mainly exported to the Unit¬ 
ed Kingdom. With the radical changes 
that followed independence, the state 
had to diversify items in the context 
of enlarged scope, especially after the 
state’s reorganisation. In fact, the 
government established a Trade Com- 
missioner’s post in London as far back 
as l954 'wM6h continues to function 
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even now. And the state is striving to 
enlarge its endeavour as the scope for 
manufactured ar.d agro-based products 
have been looking up promisingly since 
the reorganisation. Export potential, 
however has to operate within certain 
limitations. For a successful export 
economy, raw material resources should 
be available locally or at a compara¬ 
tively cheaper cost for the manufacture 
of semi-processed and finished products. 
They include surplus produce of agri¬ 
culture, forests, engineering mineral and 
livestock. It also requires the develop¬ 
ment of infrastructure like roads, com¬ 
munication, transport, irrigation and 


power. The administrative wing should 
adopt a policy leading to the provision 
of incentives, quality control, evolve an 
organisational set up in the form of 
advisory boards and other agencies and 
take follow-up action. 

Fortunately, Mysore state fulfils these 
pre-requisites fairly well. Two new 
factors have been added in favour of 
Mysore’s exports. First, after the re¬ 
organisation, Mysore got 200 miles of 
coastline studded with harbours. The 
west coast highways will create a rich 
hinterland to the Mangalore port, 
stretching up to Bellary district, covering 
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the plains and Malnad parts of the 
stale. The finding of superior quality 
iron ore at Kudrcmukh and the pro¬ 
posed industrial complex in South 
Kanara, North Kanara and Belgaum 
districts have enanced the export poten¬ 
tial of the state. Second, the inclusion 
under reorganisation of comparatively 
industrially and economically backward 
but resourcc-rich areas in the state is 
likely to add new proportions to the 
industrial and export capacity of the 
state by diversifying the commodities 
for export. 

Upward Trend 

The export performance in the past 
three years shows an upward trend. 
The total export figure for 1966-67 
stood as Rs 3,650.97 lakhs, for 1967-68, 
Rs 3,724.67 lakhs and for 1968-69, 
Rs 4,377.67 lakhs. Among the compo¬ 
nents of export trade a dominant posi¬ 
tion is occupied by mineral ores, coffee, 
cashew kernel, sandalwood oil, engi¬ 
neering goods, textiles, seafood pro¬ 
ducts, silk fabrics, plastics and lino¬ 
leums and sandal soap, in the serial 
order of rankings, but are substantially 
changing from year to year. Items such as 
cashew kernel, textiles, agarbathies and 


art silk fabrics show a definite decline 
in export performance. These changes 
were more pronounced in 1966—the 
rupee devaluation year. In 1969, the 
export of mineral ores, coffee, engineer¬ 
ing goods, sandalwood oil, cashew 
kernel, iron and steel, cardamom, tex¬ 
tiles, seafood products, silk fabrics and 
waste, fruit products, agarbathies, 
handicrafts, crushed bones, tobacco, 
cashew shell oil, granites, soaps, cosme¬ 
tics, chemicals, timber, coir products, 
plastics and linoleums reached record 
figures. The year also saw the entry of 
iron and steel, tobacco, granites, silk 
waste, crushed bones, and engineering 
goods into the export field. Fruit pro¬ 
ducts and marine products have record¬ 
ed a notable rise and the possibilities 
of cardamom exports have opened up 
new possibilities. 

Inward Approach 

Thus, it is apparent that the state has 
got good prospects of improving its 
export capacity in composition, quality 
and direction of grade. But the produc¬ 
tive capacity appears to be inhibited by 
two factors. Entrepreneurship in the 
state has not adjusted itself to the 
modern techniques of management and 


as such the level of industrialisation is 
low as compared to the neighbouring 
state of Tamil Nadu and Maharashtra. 
Also there is no awareness of immediate 
local or state market, though they 
have the capacity. The installed capacity 
of the existing units is not exploited 
in full and new units are springing 
up which impart instability to the mar¬ 
ket, as revealed by the recent recession, 
which hit the small-scale and ancil¬ 
lary industries in the state. This requires 
serious consideration both from the 
government and private entrepreneurs 
and calls for a national policy on the 
matter. But primarily, export prospects 
have not yet caught the attention of 
manufacturers and businessmen. A pro 
per climate for export efforts is also 
absent for a majority of agricultural pro¬ 
ducts, as the trading interests are located 
in the adjoining states of Maharashtra 
and Tamil Nadu. And for a majority of 
commodities, the approach to commerce 
is inward looking. The key factor, 
however, is to find export surpluses. 
This aspect involves cost, price struc¬ 
ture, consumption rate at the domestic 
level, the demand pattern of foreign 
countries, continuity in supply, the right 
quality, diversified production, packag¬ 
ing transportation, finance and co- 
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Bankuitth the 
State Bank of Mysore 
„ and enfoy 

all these facilities 


0 get •mactfvp rates of Interest on your deposits 

□ obtain liberal financial assistance if you are 
a small-scale industrialist or a farmer 

□ remit cash or cheques up 10 Rs. 2.500/* 
per day-free of charge 

□ obtain Travellers Cheques at par 

□ avail of safe deposit locket facilities 

□ get expert aid lor the transaction of all 
types of banking business both inland 
end foreign 

STATE BANK OF MYSORE 

Always At Year Servlet 

(Subsidiary of the State Banff of tndisl 
Hoad Office: Avenue Road. Bangalore-9 
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MYSORE STATE FINANCIAL CORPORATION 

(Established under the State Financial Corporations Act, 1951) 

Sri Sailam, No. 7, First Main Road, 

Gandhinagar, Bangalore-9. 

offers Financial assistance for establishing new industries, modernisation, renovation & expansion 
of existing industrics—including*modern Hotels & Restaurants, Transport Vehicles, Industrial estates. 
Cold storage etc. 

—TERM LOANS. 

—DEFERRED PAYMENT GUARANTEES. 

—UNDERWRITING OF CAPITAL ISSUE. 

—ATTRACTIVE LIBERAL TERMS. 

. also 

“The Technicians Scheme” of financial assistance to qualified techinician entrepreneurs taking 
up Small Scale Industrial enterprise on very liberal terms. 

For details contract— 


Secretary . 
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BHEL 
BOILER PLANT 

creating the power to prosper 


A nation with plenty of power to build 
itself up with, is a nation well set on its 
way to prosperity and plenty. BHEL Boiler 
Plant in association with the other sister 
units at Hyderabad and Hardwar is busy 
creating this power for India. 


UTILITY STEAM GENERATORS 
for Thermal Power Stations at Ennore 
(Tamil Nadu), Harduaganj (U.P.), Obra 
(U.P.), Panki (U.P.), Gorakpur (U.P.), 
Indraprastha (Delhi), Badarpur (Delhi), 
Kothagudam (A.P.).Patrathu (Bihar),Nam- 
rup (Assam), Bhatinda (Punjab), Ukai 
(Gujarat) and Tuanku Ja'afar (Malaysia). 


PROCESS STEAM GENERATORS 
for Chemical Industries at Rasayani 
(Maharashtra), for Aluminium Industries 
at Korba (Madhya Pradesh), for Petroleum 
Industries at Haldia (West Bengal), 
Baroda (Gujarat) and for Fertilizer Indus¬ 
tries at Durgapur (West Bengal), Nam- 
rup (Assam), Manali (Tamil Nadu), Sindri 
(Bihar), Barauni (Bihar) and Goa. 

BHARAT HEAVY ELECTRICALS LTD. 

(A Government o( India Undertaking) 

Unit: High Pressure Boiler Plant, i 
Tjiuchirapalll 14. Tamil Nadu 
Regd. Office: $ Parliament Street, New Delhi 1 
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MYSORE STATE 

HANDICRAFTS DEVELOPMENT CORPN. LTD. 

NO. I, CHURCH STREET, BANGALORE-1. 

* * * 

RESUSCITANTS OF TRADITIONAL HANDICRAFTS & ARTISANS 

OF MYSORE STATE 

EXPORTERS OF WORLD FAMOUS HANDICRAFTS OF MYSORE 

Particularly 

WOOD & IVORY INLAY & CARVINGS, TEXTILES, 

TOYS & DOLLS, LACQUER, JEWELLERY & PERFUMERIES 

Available at 

“KAVERI” MYSORE STATE ARTS & CRAFTS EMPORIUM 
23, Mahatma Gandhi Road, Bangalore-]. 

-do- 79, Theatre Communication Building, 

Janpath, New Delhi. 

-do- Bharatiya Vidya Bhavan Building, 

Chowpatty Road, Bombay-7. 

-do- Sayaji Rao Road, Mysore. 

BELGAUM, DAVANGERE, HUBLI, GULBARGA & MANGALORE. 
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ordinatcd policies* As, such, a compre¬ 
hensive aid long-term programme is 
necessary rather than short-term palliat¬ 
ives* 


Need for an Export Corporation 

Much of the responsibility of organis¬ 
ing an efficient export drive devolves 
upon the government, perhaps requiring 
direct interest in organising, initiating 
and encouraging the public sector as a 
guide and complementary to private 
enterprise* Therefore, the state will have 
to propose measures to strengthen the 
policy formulation and advisory func¬ 
tioning of the State Export Promotion 
Advisory Board and establish an export 
corporation at the state level. The state 
Directorate of Industries and Com¬ 
merce will have to be strengthened to 
stimulate export consciousness; identify 
items of export and analyse the scope 
and targets; review the progress periodi¬ 
cally; organise collection and dissemi¬ 
nation of information regarding export 
market opportunities; provide consul¬ 
tancy service and assistance to agencies 
dealing with the respective commodities^; 
examine specific concessions and assis¬ 
tance; maintain contact with the res¬ 
pective export promotion councils, com¬ 
modity boards and others; notify all 
leading Indian exporters to open their 
branches in important centres of the 
state; establish greater liaision with the 
STC and MMTC; and supply material 
at concession rates. The export 
potentials survey conducted recently by 
the Indian Institute of Foreign Trade is 
sure to provide wider scope for exports 
from Mysore. In fact, the manufactur¬ 
ing units and traders in the field of light 
engineering industries, pure silk and art 
silk fabrics, handlooms and handicrafts, 
perfumeries cotton textiles, plastic and 
processed foods, leather goods, marine 
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P r 2? uct8, s P' ces - coir products and 
coffee have already registered as expot- 
ters. As such, Mysore is well poised for 
a new and profitable venture. Mysore’s 
exports march ahead. The state stepped 
up its sales abroad by Rs 6* 54 crores in 
1968-69 over the figures of Rs 37.24 
crores in the preceding year. Among 
the 35 commodities exported, engineer¬ 
ing goods, textiles, sandal wood oil, 
coffee and agarbathis stole the show. 
They include: 


Agarbathis 

Rs lakhs 

25.00 

Cashew kernel 

139.38 

Engineering goods 

186.19 

Iron ore 

1,739.69 

Manganese ore 

243.47 

Tanned hides 

30.63 

Textiles 

223.09 

Silk waste 

43.37 

Tobacco 

24.64 

Ferro-silicon 

57.58 

Precious & semi-precious stones 2.30 

Sandalwood oil 

172.45 

Art silk fabrics 

0.16 

Coffee 

1,200.85 

Crushed bones 

6.75 

Cashew shell oil 

19.94 

Cardamom 

11.61 

Coir & coir products 

2.70 

Chemicals , soaps & allied 
products 

6.46 

Fruit products 

13.04 

Granites 

8.0? 

Iron & steel 

47.61 

Pure silk fabrics 

59.91 

Sea food products 

60.26 

Plastics and linoleums 

3.14 

Oil Seeds and oilcakes 

28.99 

Chromite 

3.02 
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MANGALORE PORT 

K.S. RAMANUJAM 

Mangalore port which is fast coming 
into shape, opens a new vista of indust¬ 
rial and export possibilities for the State 
of Mysore. The location of the port is 
such as to facilitate sustained growth in 
the movement of goods from the state. A 
total of 2,131 acres of land has been ac¬ 
quired at a cost of Rs 2.04 crorcs; what 
is more, a massive administrative build¬ 
ing has come up providing a beautiful 
township. The all-weather 30 feet deep- 
sea port would have during the first phase, 
one berth for iron ore, manganese ore and 
coal, another for general cargo and a 
third far raw materia! imports for the 
proposed fertiliser factory. In addition 
to this, the port would have two mooring 
berths, one for general cargo and the 
other for naphtha and petroleum pro¬ 
ducts. It is encouraging to note that 
the new port will be able to handle a 
cargo of2.71 million tonnes compris¬ 
ing the forest produce, coffee, fisheries, 
petroleum products, minerals etc. That 
the volume of work is considerable is 
evident from the fact that the quantity 
of materials to be drudged is of the 
order of 11.60 million cubic metres at 
an estimated cost of Rs 5 crores. AH 
arrangements have been made for putt¬ 
ing up the railway marshalling yard for 
which an estimated provision of Rs 35 
lakhs has been made, ft may be 
mentioned that the future of the har¬ 
bour would depend on the large-scale 
export of iron ore from Kudremukh, 
Hospet Bellary and southern Mysore 
regions for which purpose, the har¬ 
bour will have to be expanded to cater 
for 60,000 tonnes bulk ore, loading 
4,000 tonnes per hour. A new railway 
is fast under construction connecting 
Hassan and Mangalore. 


Abundant Mineral Wealth 
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Mysore is well known for the wide 
variety of its mineral resources. With the 
annual value of mineral production at 
about Rs 8 crores, the state ranks fifth 
among the mineral producing states in 
the country. In a developing economy 
with accent 6n industrial expansion, 
the need for minerals assumes prime 
importance. Mysore has been one of 
the pioneer states iti India in the investi¬ 
gation and exploitation of mineral 
deposits and in the starting of mineral- 
based industries. The state is endowed 
with a large number of minerals of eco¬ 
nomic importance. It contributes ail 
the gold and silver that is produced.in 
the country and thus has the unique dis¬ 


tinction of being the only gold- 
producting state in India. 

The state is also known for its large 
reserves of high grade iron ore of 
exportable quality. Reserves of other 
ferrous minerals like manganese and 
chromite take their place at the top. 
In fact, Mysore is the only other state 
in the country except Orissa which has 
sizable resources of chromite, so essen¬ 
tial to the production of alloy and tool 
steel. Considerable amount of manga¬ 
nese ore is being utilised in the steel 
industry and the production is depen¬ 
dent on export demand. Of the non- 
metallk minerals, the state has large 


resources of clay, limestone and dolo¬ 
mite. The other minerals of industrial 
importance are' corundum, garnet, 
emery, asbestos, bauxite, kaolin, fuller’s 
earth, ochre, quartz, feldspar, silica and 
verticulite. Resources of non-ferrous 
metals like copper, lead and zinc are 
limited. The state is unrivalled in its 
wealth of building and ornamental 
stones. 

Programme of Development 

Mysore was one of the earliest states 
in India to establish, as far back as 
1894, a department for the exploration 
and exploitation of ores and minerals. 
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The minerals of the state are useful not 
only for the consumption of various 
industries of the state, but are also 
valuable as commodities earning foreign 
exchange. Realising this, the state 
goverrment has been bestowing special 
attention on the investigation and ex¬ 
ploitation of mineral deposes. During 
the plan period, special attention has 
been given to the investigation of such 
minerals that have a direct bearing on 
industries as well as on the export trade. 
During the second five-year Plan, the 
outlay for the development of minerals 
was Rs 140 lakhs. But the actual expen¬ 
diture was of the order of Rs 323 lakhs. 

Besides the normal work of mineral 
development, two new schemes were 
taken up during the second Plan for 
the development of minerals. These 
consisted of the exploration of sulphide 
ore in Chitradurga district and iron ore 
investigation along the west coast of 
the state. As a result of the exploration 
of sulphides, reserves approximating 
to 20 lakh tonnes of pyrite were indicat¬ 
ed. The scheme for iron ore investiga¬ 
tion was responsible for locating a 


number of important deposits of iron 
ore nearer the west coast estimated to 
contain nearly 910 lakh tonnes of 
medium grade ore in parts of South 
Kanara, North Kanara, Chikmagalur 
and Shimoga districts. The Board of 
Mineral Development was first organis¬ 
ed in the year 1952 as a separate unit, 
in order to give a fillip to the develop¬ 
ment of minerals. The board, is in addi¬ 
tion to attending to the supply of mineral 
raw materials required by the govern¬ 
ment industrial concerns in the state, 
was also associated in exploitation i.e., 
mining and marketing of a large number, 
of minerals, both for home consumption 
as well as for export. 

New Minerals 

The outlay on mineral development 
during the third Plan was Rs 117 lakhs 
and the expenditure was of the order of 
Rs 69 lakhs. During this period, the 
survey along the west coast revealed the 
existence of bauxite with a higher per¬ 
centage of silica in parts of North and 
South Kanara districts. Starting an 
aluminium industry on the west coast 
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using locally available bauxite is said 
to be a.distinct possibility which should 
be fully investigated. Limestone ss 
such, or in calcined form, is used in the 
manufacture of lime, cement, alkali, 
glass, paper, calcium, carbide, in sugar 
refining, as fiux in iron smelting and as 
filler for many purposes. About 6,100 
lakh tonnes of limestone have been esti¬ 
mated to occur m parts of Bijapur and 
Gulbarga districts. 

A proper market survey for chemicals 
would enable this industry to be deve¬ 
loped in Bagalkot area which is rich in 
resources of lime and can become the 
biggest lime-producing centre in India. 
The survey, was undertaken to improv- 
the chemical and ore-dressing laboratoe 
ries of the department for conducting 
investigations by adopting the latest 
methods of ore benefication. Investiga¬ 
tions in Chincholi taluk of Gulbarga 
district indicated the occurrence of 
fuller’s earth of nearly one million 
tonnes. It is reported that this material 
could be very favourably used in the 
oil refining industty and is one variety 
of clay which has the unique, property 



T«lw Mwfas hawndsm mum of 

communication, combining the s peed of the 
telephone with the accuracy of m printed 
word. It is ideal for sending sniementa, 
instructions. quotations, es ti mate s . urge nt 
messages, etc. 

A subscriber can get access to any other 
subscriber fan the national telex network by 
direct dialling. Messages can be 
received and acknowledged even when 
the office is closed. 

The telex system was first introduced 
in India on a nationwide basis m June 1963 
with simultaneous commissioning of telex 
at Delhi, Calcutta, Bombay and Madras. 

The Indian telex natwork is also connected 
to the International telex. 


The teleprinter exchange equipment, loner 
distance transmission equipment and the 
dialling unit required for the telex service 
axe being manufactured by the Indian 
Telephone Industries to the specifications of 
me Poets and Telegraphs Department. 
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3010 



SUNDARAM FINANCE LIMITED 


Rcgd. Offica : 37, Haunt Road, Madras**. (A mombar of tho TVS group of companies) 









September 25,1970 

of bleaching as well as cleansing and 
removing oil and grease. The exploita¬ 
tion of this earth can form a nucleus of 
an industry. A scheme intended to con¬ 
duct an intensive survey of different 
categories of minor minerals like, 
.building stones, houlder. shingle, gra¬ 
vel, shell lime, kankar, limestone used 
in'burning, murrain, brick earth, fuller’s 
earth, bentonite, ordinary day, sand 
road metal, red matti, shale and slate 
has been initiated. The resources of 
such material in each of the districts 
are being assessed as they are found to 
be very important in the building and 
construction industry. 

Gold 

All the gold that is produced in India 
comes from Mysore state. Active min¬ 
ing is going on at present in the famous 
Kolar Gold fields which have reached 
a depth of over 3,353 metres (11,000 
feet) and to a less extent at Hutti 
in Raichur district. The production of 
gold in the state has been gradually 
declining. The value of gold production 
was R$ 513.8 lakhs in 1957 and it has 
come down to Rs 370 lakhs in 1968. 

Silver 

A small quantity of silver is being 
produced along with gold. The produc¬ 
tion of silver also has been decreasing 
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and it has decreased from 418 kgs in 
1957 to 274 kgs in 1968. 

Iron ore 

Iron ore is the basic raw material of 
modern civilisation. Mysore is richly 
endowed with extensive deposits of iron 
ore of excellent quality. The bulk of the 
export trade of India in iron ores (ex¬ 
cepting Ooa) is made up of ore produc¬ 
ed in the Sandur region of Bellary dis¬ 
trict, where one of the richest accumu¬ 
lations of iron ore in the country are 
found. There has been a steady growth 
in iron ore mining and marketing. 
The production which was at the level 
of 3.80 lakh tonnes in 1957 rose to 
21.33 lakh tonnes in 1960 and to 34.89 
lakh tonnes in 1966 but came down to 
33.63 lakh tonnes valued at Rs 164 
lakhs in 1968. 

Manganese Ore 

Mining of manganese ore occupies 
a significant place in the mineral indus¬ 
try of the state. The manganese ores 
of Mysore, although poorer in grade, 
have the advantage of being low in 
phosphorus. The major manganese pro¬ 
duction area in the state is Sandur 
taluk in Bellary district. The bulk of 
production is exported. Exploitation of 
manganese in the state at present, there¬ 
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Mineral 

Unit 

1957 

1968 

Percentage 

variation 

Gold 

Kgs 

5,574 

3,588 

—35.6 

Silver 

** 

418 

274 

-34.4 

Iron ore 

Tonnes 

3,79,809 

33,62,724 

785.4 

Manganese ore 


3,57,843 

3,32,085 

—7.2 

Chromite 

M 

6.602 

3,469 

—47.5 

Bauxite 


436 

16,848 

3.764.2 

China Clay 


23,866 

17,144 

—28.2 

Limestone 


8.82,904 

13.44,247 

52.3 

Quartz 

*» 

11.515 

40,755 

253.9 

Magnesite 

** 

1,020 

6,018 

490.0 


Source: Department of Mines and Geology. 

Power in Plenty 


The progress of civilisation is based on 
development of power. There are three 
fundamental sources of power, namely, 
coal, oil and water. Cheap electrical 
power is essential for the economic 
development of a country. In fact, 
modem life depends so largely on the use 
of electricity that the quantity of elect¬ 
rical energy in the hands of the people 
is a modern measure of the people’s 
command over their productiveness, 


A CORRESPONDENT 

their opportunities for industrialisa¬ 
tion and their potentialities for the fu¬ 
ture. Plans for industrialisation # of 
underdeveloped countries invariably be¬ 
gin with the production of electrical 
power. Since electricity has a remark¬ 
able diversity of application, it can 
bring great benefit to the people in a 
variety of other ways too. “Electricity 
is the most human and the most efficient 
form of energy. It is mobility itself; 
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fore depends entirely on export with all 
its vagaries of supply and demand. 

Chromite 

Chromite is another important strate¬ 
gic mineral found in Mysore. Except 
Orissa. Mysore is the only state in the 
Indian union which has sizable resources 
of this mineral, so essential to the pro¬ 
duction of alloy and tool steel. Utilisa¬ 
tion of the mineral, however, has not 
been attempted on a large-scale. The 
bulk of the chromite oroduced is being 
supplied to refractory mining plants. 
The production of chromite has shown 
a downward trend in recent years. 

Bauxite 

Bauxite is an important ore of alumi¬ 
nium. Deposits of this mineral are found 
in parts of Belgaum district. Reserves 
are estimated at over three million 
tonnes of different grades. Recent inves¬ 
tigations have indicated the existence 
of bauxite with a higher percentage of 
silica along the coastal region between 
Coondapur and Bhatkal. Work on the 
development of aluminium industry 
with a target of production of 30,000 
tonnes of aluminium has already start¬ 
ed near Belgaum. The production of 
bauxite has been steadily increasing 
from year to year. From as low a 
production of 436 tonnes in 1958, it 
reached the level of 2,284 tonnes in 
1960 and 18,000 tonnes in 1965. The 
output furthef went up to 19,076 ton¬ 
nes in 1966 and to 21,055 tonnes in 
1 967 but it declined to 16.848 tonnes in 
1968. 

Magnesite 

Magnesite is magnesium carbonate 
which is greatly valued as a refractory 
and is able to stand very high tempera¬ 
ture. In the form of bricks, it is used to 
line furnaces. With the development of 
iron and steel industry, the demand for 
magnesite has increased. Mysore has 
workable deposits of magnesite. The 
production of magnesite has shown an 
increasing trend since 1957. 


it can be brought to the people; people 
need not be brought to the source of 
energy'", in other words, electricity is at 
once the best and cheapest form of 
power. 

Mysore is not endowed with coal or 
oil resources. But the state has a num¬ 
ber of river valleys with rich hydro¬ 
electric potential, which is being har¬ 
nessed for the use of man. The history 
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of power development in Mysore makes development. Power generation in My- corresponding figure in Tamil Nadu 

romantic reading. The first hydro- sore state kept up a reasonable pace with and Maharashtra. Thus, there was con- 

electric power station was established as the load growth until the year 1955. On siderable'leeway to make in the matter 

early as 1902, when the Cauvery river the reorganisation of the states, Mysore of power generation, 

was harnessed to feed the Kolar Gold acquired a 20 per cent share of the total 

Mining Company from the Shivasamud- capacity of 72,000 kW from the two The sudden increase in the load 

ram station. In the initial stages, po- power stations on the right bank of the growth therefore necessitated further 

wer generation was started with an Tungabhadra dam along the Hampi investigations to utilise the waters of 

installed capacity of 4,500 kw at Shiva- Canal. The Tungabhadra left bank sta- Sharavathi and other rivers to the fullest 

samudram. Gradually, the capacity tion, with a total capacity of 27,000 kw. extent possible. Hence, during the 

was raised to 45,000 kW in 1938 as the came entirely under the control of My- second and third five-year Plans top 

demand for power grew rapidly with sore. priority was given to the development of 

the increased use or electricity for rural power in the state. In the second five- 

electrification, irrigation and industrial w year Plan of the State, the total 

development. With a view to meeting Electrification in Mysore allotment for power was Rs 27.28 

the increasing demand for power, an- crores or 19 per cent of the total 

other power station at Shimsha with an At the time of the merger, the areas plan outlay. The expenditure was of 
installed capacity of 17,200 kW appeared of Bombay and Hyderabad, Karnatak, the order of Rs 26.56 crores. The 

as companion in the same valley in Coorg and South Kanara districts were power schemes of the second five-year 

1940. ill-served with electricity as compared Plan were aimed at making cheap hydel 

with the erstwhile State of Mysore. power available all over the state to 

Sharavathi Electricity was made available to im- industries, for homes and for irrigation 

portant towns in these integrated areas purposes. The main schemes included 

The state was compelled to find ways by small diesel generating sets at the for execution were the Tungabhadra, 

and means of increasing its power re- time of integration. The total capacity Bhadra and Sharavathi. During the 

sources and the first stage of the of all the diesel powerhouses was about second Plan, there was no significant 

Mahatma Gandhi Hydro-Electric Works 8,000 kW. It became evident that the increase in the installed capacity of the 

in the Sharavathi Valley with a total load growth went beyond the installed Mysore power system. The increased 

installed capacity of 48,000 kW was capacities of all the generating sta- demand for power was met only by 

commissioned during 1947-48. This tions. The per capita consumption cutting down power supply to essential 

was further increased by 72,000-kW in old Mysore state before the state's industries and consumers. Thus, the 

under the same scheme to a total in- reorganisation was 63.72 kWh but it power famine forced the state govera- 

stalled capacity of 1,20,000 kW in 1952. fell to 39.06 kWh. with the integration ment to resort to a process of staggering 

Thus, Mysore state had an impressive of areas from Madras, Bombay and the supply on an extensive scale even to 

start in this important field of economic Hyderabad states. It was below the major industries and enforce a 30 per 
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cent cut during the peak load hours. 
The Central Water and Power Com¬ 
mission conducted a load survey of 
Mysore in 1960 to assess the demand 
during the second and third Plan periods. 
Due to the shortage in generating ca- 

S , demand could not be satisfied 
. The total number of towns and 
villages electrified in 1956 was 3,281; 
the number increased to 4,068 in 1960-61. 
The number of irrigation pumpsets 
serviced by electricity increased from 
7,923 to 16,819 during the same period. 

Redressing Imbalance 

The main feature of the Mysore power 
system is that the generation of hydel 
power is inter-dependent on the de¬ 
mands of irrigation. Excepting the 
Sharavathi Valley hydro-electric project, 
all the other hydel generating projects 
are dependent upon the head 
of water in the reservoirs. Hence, po¬ 
wer generation from these projects re¬ 
result in dislocation of work during 
the summer months. In order to over¬ 
come this difficulty, the state govern¬ 
ment thought of generating thermal 
power as a backing for hydel power. 
The main objective in the third Plan 
was to develop the maximum generating 
capacity as quickly as possible in order 
to meet the rising load demand. There¬ 


fore, the first priority in the third Plan 
was given to the development of power 
and the outlay was Rs 68.98 crores 
forming about 27.9 per cent of the total 
plan outlay for the state. It was also 
realised that, unless steps were taken to 
expand the power system considerably, 
the industrial development of the state 
would be retarded. 

This led the state government to 
embark on the Sharavathi project. The 
first stage of the Sharavathi Valley 
Project which was started in the early 
part of the second Plan consisted of 
installation of two units of 89,100 kW 
each. In view of the very huge load de¬ 
mand, it was thought feasible and more 
economical to develop the second and 
the ultimate stages of the Sharavathi 
project, which accounted for the addi¬ 
tion of six units of 89,100 kW. each and 
two more units of the same capacity 
respectively. Besides, the Bhadra 
Hydro-Electric project with an installed 
capacity of 33,200 kW was also com¬ 
missioned. Power generation increased 
to 1,914.3 million kWh in 1965-66 from 
1,057.7 million kWh. in 1960-61 and 
consequently the per capita consump¬ 
tion of power increased to 60.0 kWh 
from 39.1 kWh In order to cope up with 
the rising demand for power, Kalinadi 
Hydro-Electric project was taken up in 
North Kanara district. Investigations 


of several other power projects in 
North Kanara and Coorg districts, 
viz. Aganashini, Bedthi and Barapole 
projects also took place. 

As a result of the construction of an 
extensive network, hydel power was 
distributed to the remotest parts of the 
state. Thus, the regional, disparities 
which were prevalent during the ear¬ 
lier plan periods were minimised to a 
certain extent. The generating capacity 
in the state at the end of the second 
Plan was 1,99,286 kW and at the end of 
the third Plan it had increased to 
4,44,035 kW A new era of power de¬ 
velopment thus started during the third 
Plan period. 

Rural Electrification 

Rural electrification programme re¬ 
corded good progress during the third 
Plan. Out of 26,608 towns and villages 
in the state, 5,516 were electrified by die 
end of 1965-66. Thus the number of 
towns and villages served by electricity 
increased from 4,068 in 1960-61 to 
5,516 in 1965-66. This means that 1,448 
towns and villages were electrified dur¬ 
ing the third Plan. Further, the total 
number of pumpsets electrified was 
42,288 at the end of the Plan period. 
During the third Plan itself, 25,469 
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pomps were served with electricity as 
against a target of 21,000 pumpsets. 
Besides, schemes like new step-down 
stations and additions to existing sub¬ 
stations and frequency conversion were 
initiated during the third Plan. It was 
during this period that the state*became 
surplus in power and was in a position 
to export power to the neighbouring 
states. The annual revenue from sale 
of power which stood at Rs 580 lakhs 
during 1960-61 (end of the second Plan), 
had reached the level of Rs 1,235 lakhs 
by 1965-66. From the point of view of 
towns and villages electrified, Mysore 
compared favourably with many other 
states in India. 

Mysore has fared better than its neigh¬ 
bouring states in the utilisation of electric 
power also. While Andhra Pradesh 
was using 3,200 kWh, Kerala 4,200 
kWh and Tamil Nadu 5,000 kWh, My¬ 
sore was utilising 5,400 kWh/kW in 
1963, thereby indicating the industrial 
growth of the state. With periodic addi¬ 
tions through the commissioning of the 
remaining units of second stage of 
Sharavathi, there was a further increase 
in the installed capacity of the state. 
More transmission lines and sub-sta¬ 
tions were constructed during 1967-68. 
As a consequence of the work done in 
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providing transmission lines, significant 
progress was recorded particularly 
in the field of rural electrification, and 
servicing of irrigation pumpsets. In 
the year 1967-68, 16,577 pumpsets were 
serviced exceeding the target of'15,000. 
This raised the total number of serviced 
pumps to 71,189 in the state. Further, 
928 villages were electrified during 
that year and this brought the total 
number of villages electrified in the state 
to 7,317 at the end of 1967-68. 


A New Era 

With the commissioning of the Shara- 
vathi Valley Project, a new era of de¬ 
velopment dawned in the state and at 
least part of the glory that the state en¬ 
joyed as a pioneer in the field of genera¬ 
tion of hydro-electricity has now been 
restored to Mysore. This great event 
will ever remain a significant land-mark 
in the history of economic development 
of Mysore. There has been a massive 
increase in the installed capacity power 
generation, rural electrification and 
servicing of pumpsets in the state. In 
the first Plan, the allotment for power 
was 28.8 per cent of the total plan out¬ 
lay of the old Mysore state. In the se¬ 
cond Plan of the new state, the total 
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provision for power amounted to 19 
per cent. In the third Plan, the allot¬ 
ment was as much as 28 per cent for 
development of power. 

The total generation of power was 
1,057.7 million kWh in 1960-61 and this 
capacity has increased by two and half 
times within the period of eight years. 
Government has accelerated the rural 
electrification programme and an ex¬ 
tensive net work of transmission lines 
carry hydel power to the remotest cor¬ 
ners of the state. An immense gain from 
power development in the state has been 
that many people are now able to get 
the benefits of electricity, which will 
provide an additional spur to the growth 
of small-scale and cottage industries. 
The towns and villages numbering 
26,608 in the state, only 3,281 had 
electricity in 1956. This number reached 
7,882 in 1968-69. Although good pro¬ 
gress has been achieved In respect of 
electrification, there are regional im¬ 
balances. In the matter of electrification 
of towns and villages, the old Mysore 
area, with the exception of Hassan dist¬ 
rict, is better served and the districts 
of Bombay-Karnatak area and Hydera- 
bad-Karnatak area are not adequately 
supplied with power. These imbalances 
are being rectified. 


Magnet wire Industry 


A. P. MEHTA 

Deepak Insulated Cable Co* Ltd. 


Magnkt wirfs have come to stay, 
playing a very important role in the 
manufacture of various electrical equip¬ 
ments. Be it an electric motor, a genera¬ 
tor, a dynamo, a transformer, a refri¬ 
gerator, a radio or a telephone ex¬ 
change, it cannot be without a com¬ 
ponent or a sub-assembly made of 
magnet wires. 

The various equipment manufac¬ 
turers in India were, till recently, de¬ 
pending on imports for their require¬ 
ments of magnet wires. The local indus¬ 
try, which was yet in infancy, could not 
cater to the requirements of magnet 
wires either in full or, where they could 
in part, it would not satisfy the rigid 
specifications on which depended both 
the safety and the satisfactory per¬ 
formance of the ultimate equipment. 
The position is diifcrent to-day. The 
local magnet wire industry is able to 
meet not only the requirements of the 
local consumers to their entire satis¬ 
faction, thus succeeding in import 
substitution, but they have also been 
exporting their products to even deve¬ 
loped countries such as Australia, New 


Zealand, Hong Kong etc., thus earning 
very valuable foreign exchange. 

The foregoing statements create a 
very rosy picture of the magnet wire 
industry in the minds of the readers. 
But only those who are closely associa¬ 
ted with this industry can see vividly 
the difficult problems they have to face 
in keeping their industry in full swing. 

The magnet wire industry mainly re¬ 
quires (a) electrolytic copper, (b) 
different types of enamels, (c) dies of 
high precision, and (d) special insula¬ 
ting kraft and manila papers. 

With regard to copper, India is en¬ 
tirely dependent on import of electroly¬ 
tic copper. The copper market so much 
fluctuates that the manufacturer is not 
certain as to the rate at which he can 
procure the-next consignment of copper. 
Also, as the producers of copper are 
themselves under various pressures, 
both political and economical, there is 
no certainty that supply of copper can 
be smooth and regular. 


The magnet wire industry gets its 
copper on a replenishment basis: that 
is, whatever be the value of copper 
consumed during a particular quarter 
will be reimbursed in terms of value by 
the licensing authority, which has its 
own drawbacks. With regard to ena¬ 
mels, here again, the ingredients for 
manufacture of enamels are being im¬ 
ported. It will be relevant here to 
point out that a magnet wire industry, 
if it has to compete with other manu¬ 
facturers either in India or abroad, 
should have its own enamel manufac¬ 
turing plant. 

Insofar as dies arec oncerned, even 
though some die-making plants 
are there, yet, the quality of dies has 
left such t<? be desired. As suggested 
in the case of enamels, it is worthwhile 
that each magnet wire manufacturing 
unit should have its own die-making 
department which alone can ensure 
prompt deliveries to the customers and 
at the sanu time bring down the cost of 
production of magnet wires. 

The magnet wires have a great fu- 
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factored. The magnet wire industry, in 
general, has therefore much to contri- 


XUX 

b’jte to the national economy by way of 
industrial progress. 


8haravathl Hydro-Electric Project 


“What A magnificent waste”; these 
these were the remarks written in the 
visitor’s book kept at the guest-house 
facing the picturesque Jog Falls in 
Mysore State SO years ago by late 
Dr M. Visvesvaraya, the then Diwan 
of Mysore. These words of deep con¬ 
cern from the architect of modern 
Mysore had their effect 20 years 
later when the first team of young 
engineers of the electricity department 
of this state began investigations in 
1938 as a result of which the first power 
house, though a small one, was com¬ 
missioned 10 years later in 1948. 
As the Father of the Nation, Mahatma 
Gandhi, was assasinated one day 
before it was due to be commissioned, 
the then Maharajah of Mysore pro¬ 
mptly christened it as “Mahatma Gan¬ 
dhi Power House”. ' 

Only an insignificant part of a 
power potential had been tapped and 
that it was one of the few sources 
which had immense scope without too 
much of complications. On the other 
hand, nature had provided for a 
reservoir which could store all the water 
that the 82-mile long river Sharavati 
could bring to it, if only a substantial 
masonry dam could be raised on one side 
of it. Work on this commenced 10 
years ago in 1958 as part of Mysore 
State’s second five-year Plan. 

River Sharavathi. the great source of 
over a million kw of electric energy, 
has some unique and interesting fea¬ 
tures which are noteworthy. It is 
claimed that Sri Rama, in the course 
of his wanderings during his exile, 
had come to the place of Sharavathi’s 
origin and fell thirsty. As there was no 
water there, he pierced the ground with 
one of his arrows and water began to 
flow and thus the name “Shara 

.meaning arrow" came to it. 

During its entire course over the wes¬ 
tern ghats, it passess through dense 
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forest* where annual rainfall is any¬ 
where between 60 and 300 inches mostly 
during the south-west monsoon per- 
nod. At Jog, this river drops over a 
vertical cliff of 835 feet at the 64th 
mile of its course and this is the world 
-famous, the most picturesque Jog 
Falk, It is this phenomenon which has 
enabled the Mysore engineers to har¬ 
ness practically the entire flow available 
in this river for power generation at a 
most economical cost. And what a 
pity that not a drop of this water has 
any use for cultivation as in the case 
of most other rivers of south India 
where they subsequently have long 
journeys over the arid plains to help 
grow food crops 

Very soon Sharavathi would have been 
harnessed completely except for yet 
another power project which is consi¬ 
dered possible from the water flowing 
out of the present scheme before it 
reaches the Bay of Bengal 20 miles 
away. But then, it would be a compara¬ 
tively smaller one with a little over one 
hundred feet of height available for it. 

The Sharavathi River valley project 
consists of installation of ten units of 
89,100 kws each in three stages, two 
units in the first stage, six in the second 
and two more in the last stage. The 
first two were commissioned by late 
Lai Bahadur Shastri three years ago on 
January 24, 1965. This indeed marked 
a red letter day in the history of power 
development in Mysore state. Two 
more units in the second stage were 
commissioned by the US Ambassador 
Mr Chester Bowles on March 27, 
1968. Another two units will be ready 
in a month or two and the second 
stage will be completed by the middle 
of next year. The last two units of the 
third stage will most probably go into 
service by 1971-72. 

Some figures would help to indicate 


the size of this great project. The 181 
feet high storage reservoir near Lin- 
ganamakki has an impounding capacity 
of 156,000 meft of water and is the 
biggest reservoir in south India being 
1.25 times the size of Tungabadra and 
1.7 times that of Mcttur. Also Shara¬ 
vathi is the biggest single hydro sta¬ 
tion in India with a total capacity of 
over a million kw. 

Four separate high voltage trans¬ 
mission lines branch off from Shara¬ 
vathi to different parts of Mysore and 
to feed the southen grid to which it is 
linked. The total cost of this project is 
expected to be about Rs 95 crores. The 
cost per kw installed capacity works 
out to be Rs 1,000 which is claimed 
to be the lowest in India. 

Generous assistance has been receiv¬ 
ed for this project from the US govern¬ 
ment by way of loans both for the first 
and the second stages of the project 
without which it would not have 
materialised as fast as it has done. 
Apart from 29.9 million dollars, the 
US AID loan from PL 480 funds 
amounted to Rs 34 45 crores. 

0 

Sharavathi would be the main source 
of power for the rapid industrial growth 
of Mysore state duing the next decade. 
The proposed aluminium factory at 
Belgaum, fertiliser factory at Manga¬ 
lore, and expansion of the Myrore 
Iron nd Steel works at Badravathi 
arc but a few of the major projects 
that have been made possible on 
account of the power being made 
available from here. 

The north-western parts of Mysore 
slate which have been very backward, 
would benefit immeasurably from 
Sharavathi power and as Ambassador 
Bowels said, it would transform many 
of the rural parts of Karnataka by 
lighting the homes of the people and 
running their agricultural pumps. 


Special Steel from Bhadravatl 


Thf MYSORt Iron and Steel Limited is 
an integrated steel plant producing pig 
it on, mild steel, alloy and special steels, 
ferrosilicon, cast iron, steel castings, 
spun pipes, cement etc. 

The history of Bhadravati is a matter 
of great pride to every Mysorean and 
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every Indian. Conceived by the illustri¬ 
ous and dynamic Dcwan of Mysore, 
Dr M. Visvesvaraya, it started in 1923 
as a small departmental unit with a 
wood distillation plant and a charcoal 
blast furnace of 60 tons capacity with a 
total investment of Rs 11 crores. 
Whereas the plant was dormant for a 


period, a 30,000-tonne capacit) steel 
plant was established along with a ce¬ 
ment plant for 18,000 tonnes in 1936-38 
and a ferro-silicon unit, first of its kind 
in Asia, was started in 1942. The invest¬ 
ment increased to Rs 3.6 crores by 
1950. 

The turning point in the history of 
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Bhadravati was the year 1965, It was 
during that period, that Mr C. Subra- 
maniam, theHhcn union Steel Minis¬ 
ter, cleared the conversion of the entire 
mild steel unit into an alloy and special 
steel plant with an annual capacity of 
77,000 tonnes, being the biggest alloy 
and special steel plant in the. country. 
Coupled with the alloy and special 
steels scheme, the expansion of the 
pig iron production was cleared for an 
additional capacity of 1,20,000 tonnes. 
The total investment for the conversion 
of these two schemes of Rs 36.35 crores 
with a foreign exchange involvement of 
Rs 15.27 crores met by loans obtained 
from M/s. K. F. W., Bankers of West 
Germany and also the rupee component 
having been met by long-term loans. 
The overall total investment cost of the 
entire works would be of the order of 
about Rs 65 crores when all the present 
expansion and conversion schemes arc 
completed by the end of this year. 

The field of alloy and special steels 
is as fascinating as it is inevitable for the 
progress of engineering industries all 
over the world. The sophisticated steels 
produced after sustained chemical and 
metallurgical experiments over the de¬ 
cades, are utilised in a variety of intri¬ 
cate engineering industries for specialis¬ 
ed purposes. Special and alloy steels 
have replaced the traditional mild steel 
by imparting greater strength to any 
particular part in which it is used for 
the weight ratio compared to mild steel. 

The low electricity rates coupled with 
careful planning makes the Bhadravati 
unit the most viable special steels pro¬ 
ject in the whole of India and incidental¬ 
ly the largest. 


Motor Industries Co. Ltd, 

Motor Industries Co. Ltd, Bangalore 
occupies an important place in Mysore’s 
industrial economy. The spark plugs 
and fuel injection equipment manu¬ 
factured by the company are intcr- 
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nationally accepted for quality. 

MICO fuel injection equipment is 
used as original fitment, in diesel-power¬ 
ed commercial vehicles of all descrip¬ 
tions. tractors, locomotives and sta¬ 
tionary engines manufactured in India, 
Nearly 50 per cent of MICO pro¬ 
ducts find applications in the 
agricultural sector, thus contributing to 
the green revolution in the country. 
The company was established in tech¬ 
nical collaboration with Robert Bosch 
GmbH of Germany in 1951, about the 
time the planned development of our 
country started. Keeping pace with the 
country’s progress in the field of indus¬ 
try, agriculture and surface transport, 
the company has grown to occupy the 
leading position in a vital field of high- 
precision manufacture. To cope with the 
increasing demand for its products, 
the company has carried out several 
substantial expansion schemes at Ban¬ 
galore, after it started production in 
1953 with less than 100 employees. 
Now, there arc nearly 6,000 em¬ 
ployees. 

The company has made sustained 
efforts to conserve and also earn foreign 
exchange. MICO products arc being 
exported on an increasing scale, the 
bulk of the exports going to West Ger¬ 
many. In the recent past, exports to the 
USA and other countries have shown 
a marked increase. At every stage of 
manufacture, quality is given the ut¬ 
most importance. The company has a 
well-organised quality-control depart¬ 
ment, independent of the production 
department. MICO products are manu¬ 
factured in a large, modern factory in 
Bangalore, chosen as the location part¬ 
ly because of its temperate climate, 
advantageous for high-precision manu¬ 
facture. The up-to-date equipment ins¬ 
talled in the factory includes special- 
purpose machines, both for manufac¬ 
ture and testing, designed and fabricat¬ 
ed by Robert Bosch GmbH. To con¬ 
serve foreign exchange, the company 
has started to fabricate complicated 
equipment for its own use. 
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Ite Central Food Itecfaaalogleal 
Research Institute 

The food industry is the largest group 
of industries in the country. Nearly 95 
per cent of the industry consists of small 
units which have remained traditional 
in their outlook and production and 
marketing techniques. It has not adop¬ 
ted to any considerable scale modem 
science and technology. To place this 
industry on a sound techno-economic 
foundation, a well-planned research 
and development programme designed 
to discover and propagate better pro¬ 
duction and marketing processes is 
indispensable. As the units in food in¬ 
dustry are mostly on cottage-scale basis 
they are in no position to undertake 
research and development activities. 
In this context, the Central Food 
and Technological Research Institute 
(CFTRI), Mysore, was set up to fill this 
vacuum. The institute has over the 
years geared its multi-disciplinary work 
to support the economic development 
of the country in the area of food science 
and nutrition. The main efforts of the 
institute are oriented towards develop¬ 
ment of better storage techniques for 
cutting down food losses, improving 
the processing technology of foodgrains 
and providing finished product of a 
high quality to the consumer. It also 
helps in efficient utilisation of bye-pro¬ 
ducts. The institute has developed high- 
protein food to substitute and supple¬ 
ment milk to meet the needs of the most 
vulnerable groups of population and 
thereby overcome the widely prevalent 
protein malnutrition in the country. 

The CFTRI has specialised facilities 
to assist the food industry in solving its 
problems through technical consultancy 
and advisory work. Also process de¬ 
velopment and engineering facilities 
have been built up at the institute to 
scale up the result of researches for com¬ 
mercial utilisation. The institute colla¬ 
borates with industry in research pro¬ 
jects which have good commercial 
prospects. 


State Bank of Mysore: Special Farm Credit 

P* s. VAIDYA 


The year ended July 1970 has witnes¬ 
sed a wind of change blowing across 
the banking industry of the country. 
Banks have now been called upon to act 
not only as a catalyst in the economic 
development of the country but as a 
prime mover. With new guide lines laid 
down lor them and with businesslike 
boards of directors, the recently 
nationalised 14 banks have geared them¬ 
selves to playing the role assigned 


to them. The change in policy indica¬ 
ted to the nationalised sector of bank¬ 
ing was not, however, something new 
to the State Bank of Mysore. By its very 
character the bank had already made 
its mark as^ leader in the new tasks en¬ 
trusted to the banking sector. 

The State Bank of Mysore is a unique 
institution: it is a bank, it is a state 
bank, but it is also something more 


in the sense that its founding fathers 
sought to dose a void in the financial 
infrastructure of the erstwhile Mysore 
state when they decided on establishing 
the bank in 1913. Subsequently, as part 
of the nationalisation of the erstwhile 
Imperial Bank of India, the central 
government envisaged the creation of 
a co-ordinated, integrated structure 
comprising the new State Bank and 
several state-associated hanks. The 
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objectives included financial assistance 
to the neglected sectors of economy like 
small industries and agriculture, either 
directly or through co-operatives, and 
taking die banking habit to the country 
side- This is the background against 
which the Bank of Mysore was consti¬ 
tuted as a subsidiary of the State 
Bank of India in March 2. 1960. 

Assistance to small industries through 
the medium of banks was suggested as 
a means of increasing the employment 
potential, endeavouring towards pro¬ 
gressive diversification of industrial 
units and thereby ensuring a more 
equitable distribution of the fruits of 
the economic growth in the country. 
State Bank group has been extending 
credit facilities to technologically orien¬ 
ted small-scale industries—as distinct 
from the conventional small units—for 
over a decade. 

In addition to the liberalised scheme 
of financing small industries, the banks 
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in this group have instituted what is 
known as an entrepreneur scheme under 
which financial assistance is extended to 
new entrepreneurs proposing to set up 
viable industrial units. It is a matter for 
gratification that a large number of 
units financed by the bank are really 
small, needing limits of Rs 50,000 or 
less. In its drive for assisting the neg¬ 
lected categories, the bank has not lost 
sight of traditional industry and busi¬ 
ness finance. Indeed the bank has 
played a major role in the industrial 
development of the state by assisting 
large concerns in both the public and 
private sectors. Besides the continued 
assistance to industrial customers of 
long standing, the bank has granted 
credit limits aggregating about Rs 18 
crores to as many as 10 out of 21 
government sponsored/aided industrial 
concerns in the state. 

The bank entered the field of agri¬ 
cultural finance towards the middle of 
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1968, since direct financing of farmers 
was until then not open to commercial 
banks. Finance is available to farmers 
for their short-term requirements as 
well as for purposes such as purchase 
of tractors, pumpsets and other equip¬ 
ment, digging of wells, bunding opera¬ 
tions etc. The bank has also evolved 
specialised schemes such as the Farm 
Graduate Scheme, schemes for financ¬ 
ing dry farming activities including Sea- 
Island cotton, Virginia tobacco and also 
sericulture. Besides direct finance to 
fanners by way of crop loans or 
term advances, the bank assist agri¬ 
culture by extending credit facilities for 
the distribution of fertilisers and by 
reimbursing the expensis incurred by 
the Mysore State Agro-Industries 
Corporation for various activities. It 
may be worth mentioning that the bulk 
of agricultural credit, whether direct 
or through co-operatives, has gone to 
farmers possessing five acres or 
less each. 


Mysore : An Economic Picture 


The vartep and picturesque physical 
characteristics of Mysore, together with 
its well-known climate, are capable of 
spawning a considerable growth in both 
industry and agriculture. (Particularly 
favourable preconditions for economic 
development include a relatively low 
density of population, 123 per square 
kilometre.) It has a reasonably good 
base of natural resources in terms of 
coastline, forest and mineral wealth. 
It has a few west-flowing rivers, which 
originate in the Western Ghats, a re¬ 
gion of perennial rainfall and have the 
sharp heads essential for developing 
hydro-electric systems. The state falls 
in the command of two major river 
basins, the Krishna in the north and the 
Cauvery in the south, around which a 
lively and modernised agriculture is 
growing. 

If in spite of these advantages, and a 
history of generally good administration 
in most parts of the state, whether they 
were part of the princely Mysore state 
or the Bombay or Madras Presidencies, 
or Coorg, or even Hyderabad state, 
progress has been less than spectacular 
so far, this is due to factors such as: 

(/) Problems, of both administra¬ 
tive and economic nature, folow- 
ing upon state’s reorganisation, 
requiring sustained and conti¬ 
nuous attention; 

( ti ) A great divergence in standards 
reached in the constituent units 
of the new state, in terms even 
Of basic amenities like water. 
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roads, and housing. Hence, 
heavy expenditures on social 
overheads have been inevitable; 
this takes a long time in showing 
returns; 

(/«) Problems of financial nature, 
especially of securing adequate 
central aid and central invest¬ 
ment, in-keeping with our essen¬ 
tial programmes of develop¬ 
ment; 

f/V) In the initial years, a shortage 
of electric power; and 

(v) Difficulties in exploiting poten¬ 
tials under irrigation, both major 
and minor. 

In spite of these adverse factors, 
however, the state has a creditable re¬ 
cord on the following: 

There has been a real growth of 
state income and per capita income. 
In 1960-61, the state income was 
Rs. 708.21 crores and in 1969-70 
it is Rs 1360. 20 crores. Per capita 
income has moved up from Rs 285 
to Rs 500 in the same period. 
Translated into real terms, the 
annual growth of per capita' 
income has been 2.5 per cent. 

Sector-wise, the rural sector now 
acounts for 62 per cent of the state 
income , as against 60 per cent at 
the start of 1960-61. Though the 
difference is small, it reflects a real 


change in the direction of econo¬ 
mic development. 

The power generated in the state has 
risen from 1,031 to 3,120 million 
kW. The per capita consumption 
of electricity* which was 23 units 
at the time of the formation of 
the state in 1956, has climbed 
steadily, and is likely to reach 90 
units for 1969-70. 

The number of electrified towns and 
villages which stood at 3,901 at the 
commencement of 1960-61 has 
now gone beyond 9,000. 

The number of agricultural pumpsets, 
which bring water and wealth to 
the rural areas, has increased 
from 14,750 to 1,11,000. 

The output of foodgrains which 
stood at 3.8 million tonnes has 
increased to five million tonnes, 
much ol it in the latter half of 
the decade (1960-61—1969-70), 
representing the fruits of a scientific 
breakthrough unparalleled in the 
history of the stale. 

The number of primary schools has 
gone up from 27,050 to 32,210, 
with an increase* in the number of 
school-going children from 2.2 
million to 3.3 million. 

The percentage of total enrolment in 
the age group 6-11 has risen from 
74 to 85.4 per cent, and for girls 
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it has gone up from 55 per cent to 
74.7 per cent. 

In the care oft weaker sections of the 
community, in the widespread 
improvement in education and 
social services, in the strengthen¬ 
ing and diversification of economic 
and political institutions at village 
level, the decade (1960-61—1969 
—70) has seen impressive achieve¬ 
ment. 

The road mileage of the state has 
gone up from 28,384 to 36,134, 
ie. by 27.34 per cent. 

The state government is aware of the 
areas of deficiency, and a determined 
effort is under way to exploit fully our 
available resources and talents. The 
principal goals of development were 
indicated in clear terms by the state’s 
Finance Minister in his budget speech 
for the year 1970-71. 

These goals reflect commitment to 
objectives and results rather than to 
narrow ideology. They speak of ways 
of genuine incentives and entreprene¬ 
urship among the people rather than 
trying to do everything under state aus¬ 
pices. They point to the challenges of 
the decade of the 1970s they 
also point to the state government’s 


pragmatic .approach to meet its needs 
and surmounting its challenges. 

In presenting these goals to the le¬ 
gislature and Commending them for 
acceptance by the people of the state, 
the Finance Minister made the follow¬ 
ing observations: 

“These are goals for the state and not 
merely for government. We must, 
therefore, all share in the tasks be¬ 
fore we can share in their fruits. 
While money alone will not accom¬ 
plish these goals, it is certain that 
we will need to gather more resour¬ 
ces than are now in sight. As the 
vicious circle of poverty is broken, 
we see evidence, however, of a 
new, more beneficient and widen¬ 
ing circle of prosperity. This must 
generate the resources. The Govern¬ 
ment of India and all the institu¬ 
tions in the field of economic 
development must help too.” 

The path to prosperity is bound to be 
a difficult one. The state has been ad¬ 
versely hit by the award of the fifth 
Finance Commission, although the 
Government of India has generally 
taken a constructive and helpful app¬ 
roach to the problems that have follow¬ 
ed this adverse award. This means that, 
in spite of all its efforts to raise resources 


NGEF 

This is an important industrial unit 
of the Government of Mysore. The 
factory is situated at Byappanohalli, 
off old Madras Road. Bangalore. The 
range of manufactures covers a wide 
field in electrical equipment. That a 
wide range of strong and reliable trans¬ 
former motors and switchgears trans¬ 
formers is being manufactured by the 
unit underlines the rapidly sowing mar¬ 
ket for these products. NGEF was the 
first unit of its kind in the country to 
have contracted export one crore rupees 
worth of its products to the European 
market. Their manufactures include 
power transformers up to 40 MVA132 
KV, distribution transformers up to 
1,600 KVA 33 KV, furnace transformers 
up to 15 MVA 33 KV, rectifier trans¬ 
formers up to 15 MVA 110 KV. Other 
items consisting of synthetic liquids 
filled, non-inflammable transformers 
up to 33 KV, smoothing readers and dry 
type distribution transformers and auto¬ 
transformers. Addressing a news con¬ 
ference some time ago, the managing 
director of NGEF said that the com¬ 
pany was poised for greater strides in 
the next few years and that the export 
order received by the unit greatly en¬ 
couraged it to look ahead with confi¬ 
dence. 


MYSORE STATE ELECTRICITY BOARD 


PLENTY OF POWER 

AVAILABLE IN MYSORE STATE 
ATTRACTIVE RATES OFFERD TO 
POWER INTENSIVE INDUSTRIES 
NEW INDUSTRIES REBATE 

ALLOWED FOR HIGH TENSION 
CONSUMERS 

5% IN THE FIRST YEAR 
3% IN THE SECOND YEAR 
2% IN THE THIRD YEAR * 


VOLTAGE REBATE OF 

7% IF POWER SUPPLY IS AVAILED 
AT 110 KV AND ABOVE 

5% IF POWER SUPPLY IS AVAILED 
AT 66 KV 

4% IF POWER SUPPLY IS AVAILED 
AT 33 KV 

IS ALLOWED 

NEW INDUSTRIES EXEMPTED FROM 

PAYMENT OF ELECTRICITY TAX 
FOR FIVE YEARS FROM THE 
DATE OF COMMENCEMENT 
OF PRODUCTION 
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and secure returns on its projects, the 
state is bound to face several problems 
in the years ahead. It would also be a 
mistake to think that, with the limita¬ 
tions on its budgetary resources, 
government by itself can achieve the 
desired objectives. The state has, there¬ 
fore, a wideranging programme of 
building up institutions which can 

First In 
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generate their own talent and resources 
over a period of time. The state govern¬ 
ment also believes that the release of 
individual initiative add the creation or 
a climate of stability and harmony can 
do very much more to raise economic 
standards, than mere governmental 
expenditure. With this in view, the 
state operates a system of minimum 

Tea, Fifty Second 
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support prices for agricultural products 
and also offers several incentives for the 
setting up of industries. There is a 
whole family of state sponsored insti¬ 
tutions as well as others in the co¬ 
operative sector and elsewhere, which 
stand ready to extend their helping hand 
to the farmer or the potential investor 
or entrepreneur. 

In Rice 


At the conference of the United Plan¬ 
ters' Association of Southern India, 
recently held at Coonoor, the President 
Mr N. Bhagwandas drew attention to 
some facts about our country’s agricul¬ 
tural status and potential that are as 
highly significant as they seem little 
known. He pointed out that in the 23 
years since independence, India’s planta¬ 
tions, which occupy less than one half 
of one per cent of the total cropped ar^a, 
earned over 3500 crores of rupees of 
foreign exchange for the country; that 
India holds the first rank in the world 
in yield per acre in the growing of tea. 
the third rank in the world in respect 
of coffee and the first rank in the world 
in production increase of rubber. In 
sad contrast, the yield per acre of essen¬ 
tial crops which occupy millions of 
acres are at the bottom of world ranking 
—52nd among 68 countries in rice, 45th 
among 49 in cotton. 

What accounts for these glaring dis¬ 
parities? How is it that, while we are 
on the top of the world in tea and coffee 
and rubber, we are so miserably low in 
essential crops such as rice for food and 
cotton for clothing, and have to spend 
fOr^gn exchange to import them from 
other lands? 

In my view the answer stands out, 
clear and conspicuous, under the sunny 
blue sky of our land, reminding us of 
the old proverb “none so blind as those 
that will not see”. 

Battleground or Playground 

The answer is that land, with the 
merciful exception of plantations, ha9 
become the playground—and of late 
the battleground — of politics in our 
country. Title to land that, from time 
immemorial was held as ‘Sthira’, 
permanent, secure, is today a scrap of 
paper, torn into bits, bandied and blown 
about in every political paperchase. 

Agriculture, the nation’s greatest and 
most basic industry has become the 
biggest investment risk. The river of 
capital that flowed into it and made it 
green and productive has dried up. A 
lawyer ini Madras, a professor in Banga¬ 
lore, a doctor in Delhi who invests his 


saving’s in a piece of paddy land, or a 
field of wheat or cotton and remits 
money for a well or pump or fertiliser 
is called an absentee landlord, a parasite, 
an abomination to be eliminated. If, 
instead, he holds shares in a steel mill in 
Jamshedpur or a brewery in Solan he 
is not castigated as an absentee steel- 
lord or absentee beerlord. And then 
there is the incessant cry of “land to the 
tiller”, “land to the tiller” — argle- 
barglc regurgitated so tiresomely that 
one feels moved to suggest,—why not 
leave land alone and for a change try, 
with equal force. “Cloth to the Weaver”, 
“Curry to the Cook!” 

Why this obsession, why all this buga¬ 
boo over land? 

Land Ownership 

At the risk of being called reactionary, 
bourgeois and such, 1 venture to suggest 
that it is a feudal relic, an atavistic 
throw-back to the days of conquering 
back to the days of conquering invaders 
who seized and became masters of large 
tracts of land that belonged to others. 
We know that from ancient times it 
has been the habit of Maharajas and 
Sultans to make gifts and inams at their 
pleasure. The commonest form of royal 
gift was of land that fell under their 
sway. In giving land the Sultan gave 
nothing that diminished his riches and 
possessions or interfered with his 
pleasures. It was, as the Tamil saying 
has it, like grabbing a coconut from 
someone's shop and breaking it to 
propitiate the idol of Ganesha. “Nothing 
is clearer in history,” writes Will Du¬ 
rant, the famous philosopher-historian 
in “Lessons of History”, “than the adop¬ 
tion, by successful rebels, of the methods 
they were accustomed to condemn in the 
forces they deposed”. No better exam¬ 
ple of this can be found than the way 
our present rulers, having deposed 
Rajas and Nawabs and condemned 
their ways, have become addicted to the 
favourite habit of their predecessors of 
making gifts of land. 

Admittedly, the habit has attractions 
that are unique. Is there anything you 
can give that is easier, more pleasing 
and costs you less than giving land that 


is not yours? Air, — not hot air, but 
cool refreshing air — is God-given and 
free for all. Water, drinking water in 
particular, is easier promised than pro- 

Hiodostan Aeronautics 

Founded by Walchand Hirachand in 
December, 1940, in association with 
the Government of Mysore, the value 
of this important unit, now wholly own¬ 
ed by the Government of India, is consi¬ 
derable in that it contributes to the 
building up of the basic defence needs. 
Looking back in retrospect, it is indeed 
heartening to note that the achieve¬ 
ments and growth of HAL, have contri¬ 
buted significantly to the growth of the 
aircraft industry. The steady progress 
and improvements carried out at various 
stages indicate fthat the future pattern 
of this unit would go a long way in 
making our country not only more 
defence-conscious but also defence-pre¬ 
pared. In 1947, the aircraft engineering 
department was re-organised. All- 
metal basic trainer aircraft HT II was 
successfully designed and developed for 
the Indian Air Force. The company 
obtained licence in 1950 for manufactur¬ 
ing Vampire fighter and trainer for the 
Air Force. What was more, an agree¬ 
ment with Foliand Aircraft Ltd was en¬ 
tered into in 1956 for the manufacture 
of ‘gnat’ transonic jet fighter aircraft. 
All orders for this aircraft have been 
fully and successfully executed. The 
factory undertook the manufacture of 
supersonic fighter aircraft known as 
HF 24 in 1956. Valuable contribution 
to this manufacture has been made by 
German engineers. This project is now 
being handled exclusively by Indian 
engineers. HA!, also diversified its ac¬ 
tivity in the field of manufacturing chea¬ 
per trainer aircraft to cater for the needs 
of flying clubs. In 1967, HAL took a 
further stride in meeting the larger 
needs of our agriculture and took up 
the design and development of an agri¬ 
cultural aircraft for crop spraying and 
pest control. Apart from the manufac¬ 
turing programme, HAL performs a 
vital role in attending to the repair and 
overhaul of different kinds of aircraft. 
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vided. It is hard to part with cloth, to 
part with cash is'harder. So why not 
give land, play about with land, take 
n from the owners, impose ceilings and 
dash them down, give land as you 
please, give pattas to the landfifess, give 
to political sufferers, give to all whose 
votes you seek? 

Our Constitution still safeguards the 
fundamental right to property. Intimi¬ 
dation, trespass, dacoity are still punish¬ 
able offences under our Penal Code. 
It is a crime to stifle the freedom of citi¬ 
zens, even to the chant of slogans and 
the waving of flags. The thugs used 
kerchiefs and chanted “Jai Bnavani” 
as they strangled their victims. 

“So what? exlaim the new Sultans, 
in exultation. “We shall amend the 
Constitution again. We shall ignore the 
Penal Code’*. Ministers lead gheraos, 
and abet landgrabbing, (tec Chief 
Minister confesses helplessness against 
the rising tide of barbarism dacoity, 
and murder in his state. Another la¬ 
ments the widespread gangsterism, 
and the forcible seizure and occupation 
of land in his. Anarchy spreads. Bhu 
Devi, Mother earth, also called Dha- 
rani, the mother that bears in patience, 
is being torn apart, iconoclasts are after 
the image of the goddess. They shut 
their eyes to the fact that crops will not 


grow' on battle-grounds, that land can¬ 
not be eaten by the Iandhungry, that 

E ttas ate not edible. If all the available 
id is distributed among the 550 mil¬ 
lion of India, there will not even be an 
acre for each person; it might be a 
successful way of growing more votes, 
not food. 

What has made it possible for India 
to get to the top of the world in the 
production of tea and coffee and rubber 
in sharp contrast to her humble posi¬ 
tion in respect of crops needed for food 
and clothing? How is it that the produc¬ 
tion of plantation crops have been 
trebled and quadrupled in ten years, 
that these proud results have been 
achieved, notin some foreign land, not 
by aliens, but by our own countrymen, 
on Indian soil under the Indian sky and 
climate with hll its well-known 
droughts, monsoons, and floods? Has 
Indian agriculture in this small area 
no example to offer, no lesson to teach 
for the remaining 99.5 per cent of the 
area? 

It undoubtedly has, except to those 
who will not see. It is a striking demonst¬ 
ration of what Indian agriculture can 
do if only it is left free to be run as an 
industry, — industry in which invest¬ 
ment is safe, not hazardous, ownership 
is not under constant threat, growth is 


Radio and Electricals Manu¬ 
facturing Co- Ltd t Bangalore 

(A Govt of Mysore unit) 

This unit performs a vital function in 
the field of telecommunication and is 
at present manufacturing single and 
poliphase meters, transistor radios and 
loud-speakers. One important aspect 
of its activities is the valuable technical 
collaboration with Messrs Tokyo Shi- 
bara Electric Co. Ltd., Japan, for elect¬ 
ronics. For water meters, it has techni¬ 
cal collaboration with Aqua Metro 
Water Meters Works Ltd., Switzerland. 
Rfanufacture of band switches is done 
in collaboration with Messrs A.B. 
Metal Products Ltd., London and paper 
and electrolytic capacitors in technical 
collaboration with Telegraph Conden¬ 
ser Company Ltd., London. It may be 
mentioned that only technical know-how 
arrangements have been made with the 
collaborators and there is no capital 
participation by them. 


With Best Compliments 
From : 

THE MYSORE IRON & STEEL LTD 

BHADRAVATI ( Mysore State ) 

(A Government of Mysore Undertaking ) 

MANUFACTURERS OF 
Special and Alloy Steels (Carbon Special Steels, 

Chromium Alloyed Steels, Manganese Alloyed Steels, 
Chromium Molybdnum Steels, Chromium Vanttam Steels, 
Chromium Nickel Steels, Silico Manganese Steels, 

Rimming Steels, Free Catting Steels), Ferro-Silicon, 

Steel Castings, Grey Iron Castings, Refractory Bricks, 
Charcoal Pig Iron, Cement Etc. 




not stifled by ceilings, where the sky is 
the ceiling and the flooring is the good 
earth, where all the controls needed are 
strong fences, and the relentless control 
of pests and trespasses. 

I have referred to the Indian climate, 
and the performance of our agricul¬ 
ture, high and low, under that climate. 
But we should not forget — and if we 
do, the newspapers forcefully remind 
us every morning — that all of us, more 
particularly those engaged in agricul¬ 
ture, be they individuals or companies, 
live and move and have our being, not 
under one climate, but two: Nature's 
climate, made in the skies above, and 
the man-made climate produced in 
planning cells and ministries here be¬ 
low. 

The sky-made climate is one under 
which we are born and to which we have 
got acclimatised over generations. If 
it is harsh in one region, it is propitious 
in another. If it is unfavourable in 
one year, it is bountiful in the next as it 
indeed has been in the past two years. 

Not so the man-made climate* It is 
an all-India climate. It knows no sea¬ 
sons. It is continuous, unpredictable, 
unrelenting. While, with centuries of 
experience and the advance of technolo¬ 
gy, people may claim a measure of 
success in foreseeing and coping with 
Nature's climate, they feci increasingly 
helpless against the vagaries and vicis¬ 
situdes of the man-made one. And if 
there is one common note in all the eco¬ 
nomic surveys and the annual reports 
of enterprises, big and small, over the 
past decade, it is the chorus of lament 
of the rigours of this climate, — dan¬ 
gerous inflationary pressures, wide¬ 
spread depressions, dense fog, rough 
weather. 

The picture often comes to my mind 
of a circus act I saw years ago. A large 
revolving platform was installed in the 
middle of the ring. On the edge of it 
stood a lovely white pony, riderless, 
and brighty caparisoned. At the crack 
of the ringmaster’s whip the pony began 
tb walk along the edge of the platform, 
which started moving under its feet, 
slowly at first, in the opposite direction. 
As the act went on, the platform turned 
faster and faster, and the pony trotted 
obediently, then broke into a fast can¬ 
ter and was soon galloping breathlessly, 
its mouth foaming, to hold its position 
on the platform without getting swept 
back. I have often reflected how, under 
the big tent to our man-made climate, 
every enterprise in the country is in the 
same plight as that poor pony and 
must perform non-stop, with no rest 
or respite, that same cricus act to keep 
itself from falling behind or being thrown 
oat—struggle harder and harder, pro- 
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duce more and more just to stay viable 
or even solvent. 

Erratic climates can produce the 
oddest and most contrary results. Let 
me give an instance. 

In the Mysore state where 70* per 
cent of India’s coffee is grown, a plant¬ 
ing company that has more than doub¬ 
led its production over the past de¬ 
cade is left with the same net income it 
earned when it grew less than half the 
crop. 

“Double, double, toil and trouble”. 

The holder of a hundred shares in the 
company which are equivalent to less 
than one acre of coffee, is taxed On the 
income from that acre at double the rate 
paid by the owner of a hundred acres 
—the very reverse of the socialistic 
pattern. 

But of all the oddities engendered by 
the climate, the oddest and most incredi¬ 
ble is this. There is today, as we all 
know, a lot of fugitive and furtive money 
seeking asylum. Coffee estates, among 
other things, are fancied as a compara¬ 
tively secure lodging of funds in the 
bosom of mother earth, immune from 
such things as wealth tax. The scale 
and pattern of the tax slabs are such that 
by cautious subdivision or judicious 
partnership with wives and brothers, in¬ 
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laws and outlaws, the tax burden can 
be substantially lightened if not avoided. 
Thanks to inflationary pressures, inte¬ 
rest rates have gone up; and sound de¬ 
bentures and deposits are offering higher 
and higher rates of interest while costs 
cultivation are rising and the income of 
plantation companies (the bulk of which 
is taxed at 50 per cent with ho 
depreciation a T lowed), is shrinking. The 
result of it is that more than one coffee 
producing enterprise in the state can 
earn a larger net income after tax, and 
pay a higher dividend to its shareholders 
by selling all its estates and investing 
the proceeds in first-class securities 
forget all about production or employ¬ 
ment or export and live in peace and 
quiet, unbothered with costs and mar¬ 
gins, unworried with disputes, uncon¬ 
cerned with climates and monsoons and 
unplagued by pests, — a result that the 
climate-makers could surely not have 
wished to create, especially for an im¬ 
portant agro-based industry. 

The Government of Mysore is fully 
conscious of this anamoly. The matter 
is now under active consideration of a 
committee appointed to make recom¬ 
mendations to nationalise the tax struc¬ 
ture of the state, under the chairman¬ 
ship of a distinguished administrator 
whose knowledge of matters of finance 
and taxation is unrivalled. It may well 
be hoped therefore, that this thoroughly 
irrational and inhospitable climatic 
condition may soon be remedied. 
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Bharat Electronics Ltd., 
Bangalore 

The growth or this unit has been 
phemomenal since 1956. Starting with 
two items of manufacture (a 1956, today 
the factory is equipped for the manufac¬ 
ture of no less than SO electronic 
components and equipments. Although 
production in BEL is defence-oriented, 
it has already diversified to produce a 
wide-range of items for many private 
sector industries in the country. Vital 
electronic components such as valves, 
transistors and capacitors for radio re¬ 
ceiver industry are also being manu¬ 
factured on a large scale. The range of 
production underlines the growth in 
the country's sensitive industries. An 
appreciable growth was noticed in 1963- 
64 following the Chinese invasion when 
an unprecedented increase of hun¬ 
dred per cent over the previous year’s 
production was recorded. It is found 
that within a short span of 14 
years, BEL has been able to produce 
equipment and components worth more 
than Rs 60 crores. The foreign ex¬ 
change saving has been considerable. 
7fhe company has been following a 
fjolicy of steady diversification in order 
to cover a wider field of electronic pro¬ 
duction. The import content of some 
of the equipment is as low as 15 per 
cent. The past performance of this unit 
points to an ever-increasing role in 
nnio'Mil construction activities. 


Tourism in Mysore 

M- D- MAR1PUTTANNA 


The Mysore state was one of the first 
to realise the importance of tourism as 
a cultural bridge between many coun¬ 
tries. As in many other fields, so also 
in the field of tourism, the state govern¬ 
ment took timely measures to set up a 
suitable infrastructure to cope with 
the increaing flow of tourists in the 
state. The first step was to build well- 
equipped tourist bungalows at places 
of tourist interest such as Mangalore. 
Mercara, Aihole, Badami, Bijapur, 
Tungabadra, Bidar. Gulbarga, K.R. 
Sugar, Mahadeswarabetta and Devaray* 
anadurga. 

It is proposed to augument the boa¬ 
ting facilities at the K.R. Sagar dam. 
It is also proposed to build a few log 
cabins on either side of the lake and 
construct a swimming pool. Two steam 
launches are already stationed at the 
Tungabadra dam. The Brindavan 
Gardens are being illuminated on all the 
days of the week. 

Three courses for training guides 
were conducted by the state department 
of tourism to provide expert guidance 


to tourists. Tourist bureau and offices 
with trained personnel have been es¬ 
tablished at such places as Bangalore, 
Mysore, Mercara, Hassan, Bijapur, 
Panaji (Goa) and Margo for the benefit 
of tourists. 

With an area more than 85,000 sq 
miles and a population of nearly 25 
millions, Mysore state commands an 
important position in the Deccan 
Plateau. With an average of nearly 
2,000 ft above sea-level the state enjoys 
salubrious climate during the major 
portion of the year. Some of the cities 
such as Bangalore are almost naturally 
“air conditioned” throughout the year. 

The state has four game sanctuaries, 
one each at Bijapur in Mysore district, 
Nagerkole in Coorg district, Jagger 
Valley in Chickmagalur district and 
Dandeli in North Kanara district. 
Lovers of big game and shikar have 
great opportunities of watching game 
at close quarters. The lovers of birds 
can visit the only bird sanctuary in the 
state at Ranganathittu, near the island 
town of Srirangapatna. There are well- 


developed hill stations in the Nandi 
Hills and Kemmanns gundi, with their 
bracing climate and health-giving 
shrubs and trees which have medicinal 
qualities. There are the world famous 
water falls—Jog, Magod and Unchalli— 
which hold the spectator spell bound 
by their enthralling scenic beauty. 
There are also magnificent temples 
of Belur, Halebid and Somnathpur; 
rock-cut temples at Badami, groups of 
temples at Pattadakal and Aibble in 
Bijapur district. 

It is estimated that last year, 25 
crores of tourists spent Rs 11,000 crores 
all over the world. Of this, the number 
of tourists to India was estimated at 
245,000. The foreign exchange earned 
by our country has been estimated at 
about Rs 35 crores. On a rough esti¬ 
mate Mysore gets one-tenth of the 
tourists coming to India. In relation 
to the tourists traffic in the world, 
our country draw, a small portion 
only. 

Mysore state in particular is a “tourist 
paradise”. In fact, if One looks at the 
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Mysore complex, there is no other 
place in the world where within a 
radius of 100 miles a tourist can get 
whatever he wants—a hill station, a 
game sanctuary, palaces, historical 
monuments, temples with famous 
sculptures and an illuminated garden. 


With all these attractions, a tourist 
will not come to Mysore state or to any 
other part of the country uptess the 
infrastructure, which means, accommo¬ 
dation, transport, roads, food and 
entertainment, is provided in keeping 
with international standards. This is a 


collosal task and has to be tackled with 
courage and confidence. The central 
and the state governments are offering 
many incentives. For, tourist traffic 
not only benefits the exchequer, it has 
an invigorating effect on the economy 
as well. 


Film Production in Mysore 


A few years ago, it was not an unusual 
sight to see a Kannada film product at 
a Madras studio making sheepish en¬ 
quiries about costs of hiring a studio and 
technicians. This producer was often 
treated as a ‘poor cousin’ who could 
not afford lavish productions because of 
the limitations of the Kannada market. 
He often settled for second-hand sets 
after they were used by a Madras or 
Bombay producer, and the cheapest 
crew and equipment. 

Only Remakes 

Naturally, the quality of films he 
produced was poor, and these films were 
almost invariably re-makes of success¬ 
ful Tamil or Hindi films which the 
producer unbashedly copied. 

In the matter of payment, the Kan¬ 
nada film star was considered patheti¬ 
cally low paid in comparison to a Tamil 
or Hindi star. Some Kannada stars 
were not even classified ‘Stars’ in 
Madras and Bombay. 

The state of affairs I have described 
above came up for quite a change about 
five years ago. I do not think I would 
like to venture to mention the reasons 
why, but only say the Kannada film- 
goer became conscious, of the Kannada 
film* Bangalore which was once con¬ 
sidered the most cosmopolitan film city 
in India where films of all languages, 
English, Hindi, Tamil, Telugu, Bengali, 
Malayalam, etc., received almost equal 
patronage, became Kannada film cons¬ 
cious. Side by side, the oft-mentioned 
promise that the state government 
would lake steps to encourage film 
production, began to take shape. Al¬ 
though government film studio pro¬ 
ject fell through, a scheme for subsidis¬ 
ing films took shape. This scheme which 
is today in operation guarantees an 
amount of rupees 50,000 to anyone 
producing a film substantially in the 
State of Mysore. However it is irres¬ 
pective of the quality of the film, and 
whether the producer who made it is 
worthy of the subsidy. As against 21 
films produced in 1965, there were 44 
films in 1969. 

While the subsidy has indeed generat¬ 
ed a lot of film production in the state, 
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one begins to wonder if the whole object 
of the subsidy has been achieved. The 
next useful step would appear to be, 
not; to cut off subsidy because there has 
now been enough volume of production, 
but to convert its operation into an aid 
or weapon which improves the quality 
of films produced in the state and en¬ 
courages the development of new talent. 
This last mentioned thought, namely, 
development of new talent is one of the 
surest ways of encouraging picture go¬ 
ing while refining film techniques. 

I recall that when I discussed the 
idea of offering subsidy in this state a 
few years ago with a responsible mem¬ 
ber of this government who sought my 
views, I had strongly indicated that 
there must be a way in which new talent 
is given preference while subsidies are 
offered. I am sorry this has been ignor¬ 
ed. 

One of the obstacles mentioned on 
behalf of the government while the 
matter of better implementation of a 
subisidy scheme is mentioned, is the 
difficulty that it will face in setting up 
an appropriate body to go into the merits 
of a film and its producer. Now, this is 
not as hard as it sounds. The intention 
here is not to make a few government 
officers, who are unaware of story- 
writing and film technique, sit in judg¬ 
ment as experts over the quality of a 
script or its marketability. The state 
should only create an authority which, 
with the help of professional advisers, 
ensures that (a) a script submitted can 
be made into a film, (6) that the person 
making it is qualified to produce it, 
(c) that he has qualified personnel orga¬ 
nised for the purpose, (d) that preference 
is given to new blood, which would 
otherwise be unable to finance the mak¬ 
ing of a film, and, last but not least, 
(e) that the subsidy is granted from the 
inception of the production and not 
when it is a foregone conclusion, in * 
appropriate ‘dosages' of funds, through¬ 
out the making of the picture, ensuring 
thus tjiat the money is utilised as 
intended. 

The last mentioned suggestion, name¬ 
ly, that the subsidy should be given in 
‘dosages’ will eliminate a grave error 


that exists in the current subsidy scheme. 
More often than not, this subsidy in 
Mysore state is being used by profes¬ 
sional old timers who announce a pic¬ 
ture, take a loan against a pledge of the 
subsidy, and finish off a hash of a pic¬ 
ture as rapidly as they can. Hardly 
has the ink dried upon the censo certi¬ 
ficate, they run to the officer in charge 
of the payment of subsidy, collect it 
and consider the 50,000 rupees only as 
an added dividend. Surely, this is not 
the intention of the subsidy. The 
subsidy scheme has suffered largely in 
account of inadequate attention to 
application, but the answer to this is not 
to eradicate the scheme, but to improve 
it for at this point, another outcome of 
the subsidy is worthy of note. Unless a 
more realistic approach is made to the 
concept of subsidy to the Mysore film 
industry, it would suffer the same 
temporary popularity leading to decay 
and destitution that some of the other 
regional film centres have suffered. 

Special Appeal 

Mysore state has some unique added 
reasons for establishing a living film 
industry. One is its special attraction to 
international film producing companies. 
Having had the privilege of associating 
with some of these units, I am aware 
of how favourably the scenic quality, 
weather,—and frankly, lack of prohibi¬ 
tion,—impresses them. It will be good to 
create a quality film producing base 
here that can cater to these international 
companies which, while they earn us 
foreign exchange, will expand the hori¬ 
zons of Mysore’s film makers. Needless 
to add, producers of Madras and Bom¬ 
bay are also likely to come more fre¬ 
quently to Mysore for their location 
filming. Almost all of them now bring 
their crews and equipment because they 
are uncertain of indigenous availability. 
If Mysore can equip itself, these produc¬ 
ers will be glad to save transportation 
cost and give opportunities to Mysore’s 
technicians. With a little realistic think¬ 
ing on the part of government and the 
film industry, Mysore state has a good 
film “innings” ahead. 
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ECONOMY OF MYSORE : A PERSPECTIVE 


Economic Indicators 


General 

Population (estimated) . 

State income. 

Per capita income .. .. . 

Agriculture 

Foodgrains production . 

Sugarcane.. 

Cotton . 

Irrigation 

Net area irrigated . 

Net irrigated area as a percentage of net sown area 

Power 

Installed capacity. 

Towns & villages electrified .. 

No. of pumpsets electrified . 

Industrial Production 

Iron. 

Steel .. 

Paper . 

Cement .. .. . 

Sugar . 

Transport & Communications 

Total road length. 

Post offices . 

Telegraph offices.. 

Education 

Primary education (No. of schools) 

No. of high schools .. 

No. of colleges .. 

Health 

Hospitals & dispensaries. 

Primary health centres . 


Unit 1956-57 1968*59 Percentage 

increase 


No. in ’000 

21,485 

27,195 

26.60 

Rs crores 

495.17 

1,360.29 

174.71 

Rs 

230.47 

S00.20 

117.03 

’000 Tonnes 

3,330.79 

4,694.39 

40.94 

’000 Tonnes 

3,445.58 

9,144.52 

165.39 

Bales of 180 Kg 

3,952.38 

4,160.82 

5.27 

’000 Hectares 

740.26 

1,021.79** 

83.03 

Percentage 

7.35 

10.20** 

— 

k.W. 

1,79,200 

7,74,025 

331.94 

No. 

3,441 

7,882 

131.08 

No. 

9,392 

91,725 

876.63 

’000 Tonnes 

62.56 

88.14 

40.89 

'000 Tonnes 

72.36 

194.64 

168.99 

’000 Tonnes 

7.11 

59.67 

739.24 

’000 Tonnes 

558.00 

999.00 

79.03 

'000 Tonnes 

48.50 

151.66 

212.70 

Kms. 

43,448 

63,285 

4.57 

No. 

3,357 

7,480*** 

122.52 

No. 

370 

905*** 

144.59 


No. 

22,803 

32,032 

40.47 

No. 

535 

1,743 

225.79 

No. 

87 

225 

158.62 


No. 

776 

938 

20.88 

No. 

203 

453 

123.15 


** Figures relate to 1966-67 
"•••Figures relate to 1967-68. 
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PRODUCTION OF SELECTED INDUSTRIES 


Industry 

Iron. 

Steel (finished) 

Crude & semi-finished steel 
Sugar** 

Paper. 

Cement 
Cotton cloth 
Sulphuric acid 
Copper sulphate 
Superphosphate 


Unit 

1956 

1968 

Percentage 

variation 

Tonnes 

62,560 

88,138 

40.9 


34,834 

54,056 

55.2 


37,529 

1,40,579 

274.6 

H 

48,495 

1,51,662 

212.7 

99 

7,105 

59,667 

739.8 

M 

5,58,000 

9,98,757 

79.0 

’000 metres 

79,865 

76,927*** —3.7 

Tonnes 

4,537.4® 

16,393 

261.3 

jrt 

1,560.7® 

709 

—54.3 

99 

4,349.7® 

34,438 

691.1 


** Relates to period from November-October. 
•••Figures relate to the year 1967. 

@ Relates to 1957. 
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The Mysore Electrical industries 


Started in a humble way as a private 
limited company back in 1945, the 
Mysore Electrical Industries Ltd, has 
registered a phenomenal growth during 
the past quarter of a century, acquiring 
the status of both apioneerand a leader 
in the sphere of switchgear manufacture 
in India. 

Its initial programme of manufacture 
ing motor control gear and allied pro¬ 
ducts of its own design proved such a 
success that the company rightly de¬ 
cided to go in for the manufacture of 
switchgear. Thus, the history of the 
switchgear industry in India is, in a 
sense, the history of the birth and pro¬ 
gress of MEI (as it is popularly known 
both here and abroad). ' 

As one looks back, the ushering in 
of independence set the country on the 
road to progress — progress in all 
fields of national development and self- 
sufficiency—and MEI’s part in this 
collosal endeavour can only be des¬ 
cribed as truly phenomenal. 

Since testing facilities at that time 
were not available in the country, the 
only course of action open to MEI 
was to manufacture already-tested 
switchgear under licence. Accordingly, 
in 1946, MEI entered into a collabora¬ 
tion with Messrs J. G. Stateter & Co. 
of UK. for the manufacture of L.T. 
oil circuit breakers to start with. Later 
on in 1961-62, under licence from 
Messrs Gardy of Geneva, products 
such as air circuit breakers and high 
rupturing capacity fuses were added 
on to its lines of manufacture. 

During the same period, in collabora¬ 
tion with the renowned West German 
firm Messrs Starkstrom, MEI under¬ 
took manufacture of their famous DLS 
series of contractors, well-known for 
their unique design compact dimensions, 
easy assembly and maintenance. By 
1964, nearly 30 different types of 
switch and motor control gear were 
being manufactured. 

Space in the factory at Oakalipuram 
being insufficient for the increase in 
tempo of production, the second fac¬ 
tory hi Tumkur Road (near Yeshwant- 
pur) was planned and built and occu- 


Twenty-flve years of progress 

pied by 1962. The second factory was 
built on modern lines with an imposing 
administrative block. 

The progress made in India during 
the first three five-year Plan periods 
in respect of power generation and trans¬ 
mission projects is an indirect indication 
of the switchgear industry in general 
and MEI in particular having played 
their parts by satisfactorily meeting the 
demands of the various Electricity 
Boards for equipment. MEI is, at 
present, so well equipped that if can 
cater to the specific and sophisticated 
needs of industries and projects, 
whatever their magnitude. 

Progress of the Future 

In keeping with the growing industria¬ 
lisation of the country, MEI has had 
to keep pace with the latest technologi¬ 
cal developments obtaining in other parts 
of the world. MEI’s future programme 
envisages the manufacture of the follow¬ 
ing: 

(1) Air break contactors up to 6.6 
kV and motor control centres utilising 
these. 

(2) Air break contactors for ratings 
up to 400 amps for L.T. 

(3) 600 MVA minimum oil content 
11 kV 1250 amps circuit breakers. 

(4) 800 amps drawout type LV air 
circuit breakers. 

For the first three of the above items, 
MEI will be the only manufacturer 
in India. In addition MEI manu¬ 
factures flame-proof and explosion- 
proof switchgear for mines and other 
hazardous industries, D.C. circuit 
breakers and contactors and auto¬ 
matic slip-ring motor starters. 

Expecting a revolution to take place 
in the field of electronics in the country 
in the immediate future MEI, has al¬ 
ready ventured into this new field by 
a»t»hliahing an electronics division. 
A fairly well-equipped laboratory has 
already been built where development 
work on several new products is going 
on at a rapid pace. A time-delay re¬ 
lay and a phase-failure detector for use 
on three-phase systems are expected to 


go into full-scale production by the end 
of the year. 

The time-relay is extremely compact, 
accurate and temperature stable, and is 
available in three ranges up to 120 se¬ 
conds. The phase failure dectcctor ope¬ 
rates on the current principle (presence 
of current is sensed by C.T.’s and ampli¬ 
fied by transistorised modules) and is 
thus 100% reliable, contrary to the vol¬ 
tage-operated detectors currently avail¬ 
able in the market and which fail to 
operate under certain fairly common 
condition. 

Currently, elaborate plans are being 
worked out to establish yet another 
division viz. a relay division which is 
expected to begin operating sometime 
next year. This division will fulfil a 
long-felt want for an auxiliary relay of 
required standards to be manufactured 
in large quantities to meet the needs of 
manufacturers in the country. 

The Mysore Electrical Industries 
Limited takes pride in numbering 
amongst its customers all the state 
Electricity Boards, Railways, public 
Sector undertakings like Hindustan 
Machine Tools, Heavy Electricals, 
Bharat Electronics, Atomic Energy Es¬ 
tablishment, Heavy Engineering Cor¬ 
poration, Indian Rare Earths, National 
Coal Development Corporation and 
innumerable supply undertakings and 
private sector enterprises. 


Bbarat Earth Movers Ltd, 
Bangalore 

This unit has made a significant contri¬ 
bution to the economy of our country. 
A collaboration agreement was signed 
by Messrs LeTourneau Westinghouse 
company of the USA and assigned to 
M/s Hindustan Aircraft Ltd in early 
60s. Later on a separate company came 
into being in the name of BEM Ltd. 
in January 1965 to get on with this 
commitment. With the formation of 
BEM as an independent, autonomous 
set-up from January 1965, this company 
took over the rail coach division from 
Hindustan Aircraft Ltd. This was fou’d 
desirable as many common techniques 
were involved in the manu¬ 
facture of rail coaches and earth- 
moving equipment. Integral coaches are 
being manufactured in this division and 
the present capacity is put around 270 
coaches per annum. This capacity is 
being stepped up to reach 400 coaches 
annually. The Railways have already 
been supplied 3,800 coaches. 
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Canara Bank** AeMemoe for Industrial 

Development 


Canara Bank has all along been a 
partner in the progress and industrial 
development of Mysore state. It has 
assisted in this development by provi- 
ding a framework of banking and credit 
facilities over wide areas, mobilising 
savings from all sections of the popula¬ 
tion and channelling them into lines 
most conducive to the growth of the 
state's economy. 

The role that Canara Bank has played 
in assisting industrialisation or generally 
the development of productive enter¬ 
prise in the state took the following three 
directions(a) Assisting new entrepre¬ 
neurs who have feasible schemes to 
set up industry. Assistance has been in 
the form of term loans or deferred pay¬ 
ment guarantees for acquisition of fixed 
assets or by subscribing to debentures or 
underwriting issues or by way of loans, 
overdrafts, cash credit and discounting 
limits for working capital purposes, 
(b) Direct financing in the above 
forms of expansion, renovation and 
modernisation schemes of existing in¬ 


dustries. (c) Encouraging technically 
qualified young poisons to take to pro¬ 
ductive enterprise and self-employ¬ 
ment. , 

Industries financed by the bank in 
the state cover various categories such 
as iron and steel, cotton textiles mills, 
paper mills, cement factories, engineer¬ 
ing and electrical goods, automobile', 
ancillaries, oil mills, glass factories, 
plywoods, plastics, flour milling,, 
chemicals and pharmaceuticals, hire- 
weries, printing presses, hotels and 
restaurants, cinemas and agro-indus¬ 
tries. ' 

Canara Bdnk US? been financing 
small-scale industries in the state even 
prior to 1957, that is, long before 
“social contol*'' scheme made it obliga¬ 
tory for commercial banks to lend 
increased support to this sector. The 
first step towards liberalising lending 
terms to the sector was taken up around 
1964, when the margin stipulated for 
term loan against machinery was redu¬ 


ced to 30 per - cent. Sinoe then Canara 
Bank .has been in the forefront in pro- 
gressivcly liberalising credit facilities 
to this sector. To technically qualified 
persons with feasible schemes, roans up 
to one lakh of rupees are considered 
even with “NIL” margin. To ensure 
speedier assistance, branch managers 
are vested with discretionary powers 
to make advance; in certain exigencies 
without prior reference to head office. 

To highlight the vast field that has 
already been covered in manufacturing 
various items indigenously, the bank 
took the unique step of organising exhi¬ 
bition of products manufactured by its 
constituents from small-scale sector in 
Bangalore and some other centres. 

The number of small-scale units 
financed by Canara Bank in Mysore 
state in the year ended June, 1970, 
rose from 702 to 1192 with loans and 
limits amounting to Rs. 6.79 crores. 
It was instrumental in increasing gain¬ 
ful employment contributing to the 
prosperity of the state. 
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CONFUSED IN KERALA 

In Kerala it has always bejen easier for ‘fronts* or other groupings to win elections 
than to provide stable government The results of the latest election for the 
legislature in that state* therefore need to be assessed with considerable circums¬ 
pection, To the extent that the CP(M) has lost ground there is room for rejoicing. 
But an alliance of the ruling party at the centre with the CPI and the Muslim League 
at the local level, whatever form this arrangement may take, is surely not the best 
that could have happened to Kerala or the nation. Doubt must also exist whether 
this alliance would work and work well. Part of the explanation for the way the 
verdict in Kerala has gone could be that the Achutha Menon ministry was seen to 
be a change for the better from the Namboodiripad administration which had 
become patently partisan in dealing with issues of lawlessness or corruption. 
We presume, however, that the good people of Kerala ought to have more positive 
expectations of a new government than a m?re continuance of .this lesser evil. 

In one of the newspaper commentaries on the election in Kerala, there is 
mention of the “ constitutional Communism ” of the CPI. This phrase, whatever 
it may mean, is more daft than deft. The party of Mrs Gandhi, when it sits down 
to its post-election political feast with the CPI and the Muslim League, must equip 
itself with a very long spoon indeed. The attendant strain will not exactly 
be a help to the Prime Minister’s faction in properly digesting the gains it has made 
v at the polls. All in all, the political literacy of the electorate in Kerala seems to 
continue to trail behind its political maturity, it is a pity that, even after so many 
elections, interim or other, the direction of Kerala politics continues to be confused, 
with the signals winking as weakly as ever where a truly democratic destination is 
concerned. 


Mysore on the Move 

This issue of Eastern Economist carries a report on the *State of Mysore 
with particular reference to its economic problems, progress and prospects. The 
southern states have, on the whole, done well in agriculture or industry, in relation 
to comparable areas elsewhere in the country. Nevertheless, progress in this re¬ 
gion has been uneven and to some extent inadequate. Among the more serious 
constraints on economic expansion in the southern states, mention needs to be 
made particularly of the deficiency in food production which has been haunting 
three out of the four states. Fortunately, it now seems possible that this particular 
problem will cease to be a serious one in the years immediately ahead. Not 
only is the southern region as a whole likely to become surplus in food, but indivi-. 
dual parts of it can also hope to improve their fortunes. It follows that the 
southern states may look forward to a more rewarding phase of economic develop¬ 
ment in the seventies. 

The State of Mysore seems well placed to take advantage of this opportunity. 
Its greatest asset is that its people are realists and its politicians pragmatic. The 
present government headed by Mr Veercndra Patil has demonstrated its resolve to 
continue and carry forward the traditions of the state in the matter of exploring and 
exploiting its natural and human resources for the demonstrable wellbeing of its 
people. Government policy here is remarkably free of self-defeating commitments 
or frustrating inhibitions. While believing in the virtue of decentralised industrial 
development with a firm base of local entrepreneurship, the people and the Govern¬ 
ment of Mysore are refreshingly willing and able to take advantage of the human 
and material resources which may be made available to the state from other parts 
of the country. This makes it all the more pleasant for this journal to make its 
modest contribution towards promoting in the nation a proper appreciation of 
the Mysore state’s forward-looking economic policies and practices. 
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FCI’s Progress 


Full comment on the performance of 
the Fertilizer Corporation of India 
(FCI) during the year ended March 31, 
1970, of course, must await the availa¬ 
bility of its balance sheet some months 
hence. But the information furnished by 
its outgoing Chairman, Mr Satish 
Chandra, to newsmen recently sug¬ 
gests that despite many a handicap, 
the corporation has done fairly well. 
The gross profit earned by it during 
this year aggregated to slightly over Rs 
18 crores, as against Rs 15.56 crores 
in 1968-69 and Rs 10.62 crores in 
1967-68. The total turnover of the 
corporation showed an improvement 
from nearly Rs 38 crores in 1967-68 
to Rs 48.79 crores in 1968-69 and to 
Rs 65.8 crores in 1969-70. 

Production-wise, of its five operating 
units, four—Nangal, Gorakhpur 
Namrup and Sindri—showed improved 
results. There was, however, decline 
in production at Trombay (See table 
along side). The Nangal unit did ex¬ 
ceedingly well by turning out production 
of bom fertilizers and heavy water at a 
rate higher than even the rated capacity, 
despite power cuts from the Bhakra 
management. This is understood to 
have been the result of overhauling of 
electrolysers which helped in operating 
the plants for nearly 355 days in the 
year, as against 336 days indicated by 
suppliers. 

The Gorakhpur unit, though it was 
commercially commissioned only on 
January 1, 1969, yielded production to 
as much as 91 per cent of the rated 
capacity. The production at the Sindri 
unit showed an improvement by about 
six per cent over the previous year in 
spite of the quality of gypsum and coal 
leaving much to be desired and the age- 
old equipment entailing a good many 
maintenance problems. Thp Namrup 
unit worked to slightly over 50 per cent 
capacity; it also had gone into commer¬ 
cial production on January 1, 1969. At 
Trombay, while the production of 
methanol and other non-fertilizer sec¬ 
tions was well kept up, there was a siz¬ 
able setback to the output of fertilizers 
due to design and engineering deficien¬ 
cies and raw material difficulties. 

Two other encouraging aspects of 
FCI’s operations in 1969-70 were: 
(i) the modest exports were not only 
kept up but also increased somewhat; 
and (ii) the programme of promoting 
use of fertilizers was pushed through 
in right earnest. The beginning at ex¬ 


port was made in 1968-69 by sending 
out to Kuwait and die United Arab 
Republic small quantities, worth a 
couple of lakhs of rupees, of methanol. 
In 1969-70, the corporation exported 
to Bulgaria nine lakhs of rupees worth 
catalysts and nearly three lakhs of 
rupees worth methanol, ammonium bi¬ 
carbonate and nitric acid to various 
other countries. An export order for 
about six lakhs of rupees worth catalysts 
was received by the corporation from 
Italy. Along with export efforts, attem- 

S ts at import substitution were intensi- 
ed. 

In 1969-70 import substitution by 
way of spares aggregated to nearly Rs 
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148.18 lakhs, as against Rs 139.27 iairh« 
in the previous year. The need for con¬ 
certed promotional work for encourag¬ 
ing the use of fertilizers is well recog¬ 
nised by the corporation as unless It 
undertakes this work, its operations 
would be affected to no small extent due 
to large concentration of its manufac¬ 
turing activities in east India. Of its 
five currently operating units, four are 
located in this region.. Of the tune 
schemes trader implementation or 
about to be taken up — Durgapur, 
Barauni, Namrup expansion, Nangal 
expansion, Trombay expansion, Hal- 
dia, Sindri rationalisation and coal- 
based plants at Talcher and Ramagun- 
dam—as many as six are also in the 
eastern region. 

While the FCI management can take 
legitimate pride in its achievements on 
the above counts, it has, however, to 
make much more strenuous efforts titan 
hitherto to increase its profitability as 
well as in regard to setting up of the 


PRODUCTION OF FCI UNITS 


Sindri 

1967-68 

74,068 tonnes N 


1968-69 

75,757 tonnes N 


1969-70 

79,450 tonnes N 

Nangal 

1967-68 

77*665 tonnes N 

9,835 kgs. heavy water 


1968-69 

77,310 tonnes N 

14,281 kgs, heavy water 


1969-70 

79,765 tonnes N 

15,846 kgs. heavy water. 

Trombay 

1967-68 

44,128 tonnes N 

17,036 P t O» 


1968-69 

52,705 tonnes N 

21,195 PgOg 


1969-70 

44,314 tonnes N 

16,898 tonnes P ,Og 


(Bye-products output not available) 

Gorakhpur 

1967-68 

1,187 tonnes N 


1968-69 

46,930 tonnes N 


1969-70 

72,710 tonnes N 

Namrup 

1967-68 



1968-69 

11,610 tonnes N 


1969-70 

22,920 tonnes N 


Installed Capacities 


Sindri 

Nangal 

Trombay 

Gorakhpur 

Namrup 


117,045 tonnes N. 

(Attainable effective capacity at present is 
estimated around 100,000 tonnes N.) 
79,540 tonnes N. 

14.100 kgs. heavy water 

88,740 tonnes N. 

35.100 tonnes P.O,. 

80,000 tonnes N. 

45,000 tonnes N. 
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new unite. Thanks to'the tremendous 
loss of over Rs 4.4 crores incurred by 
the Trombay and the Namrup units 
owing to their working to just about half 
of their rated capacities, and the obli¬ 
gation to meet higher depreciation costs 
and interest payments on loans secured 
(Rs 15.70 crores in 1969-70, as against 
Rs 11.13 crores in the previous year), 
the profit after allowing for the above 
provisions amounted to Rs 2.52 crores 
in 1969-70, as against Rs 4.42 crores in 

1968- 69. This adversely affected the 
various operational ratios. 

Even the ratio of gross profit to 
equity capital showed some decline in 

1969- 70; it works out to about 19 per 
cent for this year, as against slightly 
over 21. S per cent for the previous year. 
The teething troubles of the Namrup 
unit, which arc said to be the primary 
cause of its loss of slightly over two 
crores of rupees in 1969-70, compared 
to about Rs 34 lakhs during the three- 
month commercial working in 1968-69, 
have, indeed, been very prolonged. The 
Trombay unit had earned a profit of 
slightly over Rs 40 lakhs in 1968-69. In 
1969-70, it incurred a loss of about 
three crores of rupees. As the profitabi¬ 
lity of these two units depends to a 
considerable extent on their expansions, 
which will bring down appreciably 


their fixed costs per tonne of fertilizers, 
the expansion programmes need to be 
pushed through energetically. Both these 
plants are over-capitalised at present 
due. to various reasons, including several 
initial mistakes. The only way to ra¬ 
tionalise their investment structure is to 
expand them expeditiously. It is en¬ 
couraging to note that Trombay ex¬ 
pansion is to be based on imported 
ammonia. This can yield quick results. 

As regards the other projects under 
construction or which are proposed to 
be taken up during the current financial 
year, extreme care needs to be exercised 
in seeing that no undue delays occur in 
their implementation. Both the Durga- 
pur and the Barauni unite, which are 
presently being set up, are now expected 
to be cost much more than originally 
envisaged, the reason being inordinate 
delays in execution. Even the recent 
expectations that the Durgapur plant 
would be commissioned by the end of 
this month and the Barauni unit by 
December this year are being belied; 
there may be six to seven months delay 
in the completion of both these projects. 
Delayed supplies of some equipment are 
said to be responsible for this. Precau¬ 
tionary measures to avoid such delays 
ought to be taken in regard to the pro¬ 
jects now being taken up for execution. 


Haldia and Durgapur 


In his presidential address at the first 
quarterly general meeting of the Indian 
Chamber of Commerce, Calcutta, on 
4th September, Mr R.P. Gocnka plead¬ 
ed for massive investment in West Ben¬ 
gal for which he envisaged considerable 
scope. He suggested an investment of 
Rs 500 crores in Haldia in the next few 
years for developing the infrastructure, 
petro-chetoical and fertiliser projects. 
He urged Dr Triguna Sen, the union 
Minister for Petroleum, Chemicals, 
Mines and Metals, to take special inte¬ 
rest in Haldia and give an assurance 
regarding the availability of naphtha for 
the petro-chemical complex. Mr Goenka 
also suggested the creation of a free 
trade zone at Haldia. 

That the Haldia region offers vast 
potential for investment has been known 
for a long time, but not much has been 
done to develop the infrastructure 
and to promote industries. Discussions 
have been held in recent years between 
industrial organisations and the various 
governmental departments regarding 
the possibilities of developing industries 
in Haldia but lack of confidence rather 
than shortage of funds or entreprenurial 
skill has held up progress. 

Investment on a large-scale can take 
place only when the West Bengal go¬ 


vernment can give more positive evi¬ 
dence of its ability to enforce discipline 
in industry and maintain the rule of law. 
There should be little difficulty in this 
regard if the political parties, so voci¬ 
ferous about the plight of the poor, 
sincerely co-operate with the 
government. The employment poten¬ 
tial of Haldia is vast and this factor 
alone should induce a sense of urgency 
in expediting Haldia’s development. 
The Government of West Bengal should 
set up an authority to co-ordinnte 
Haldia’s development, appoint consul¬ 
tants to prepare project reports, and 
constitute a committee of industrialists 
to advise the government on various 
aspects of this programme. 

The suggestion to have a free trade 
zone in Haldia deserves earnest atten¬ 
tion. This proposal was put forward 
several years ago by the leading indus¬ 
trial organisations in West Bengal. 
But New Delhi did not favour it pro¬ 
bably because it wanted to make a suc¬ 
cess of the Kandla free trade zone be¬ 
fore it decided to set up another. Now 
that some experience has been acquired 
as to how to run a free trade zone, there 
is no need to delay the Haldia scheme. 
Even if the working of the Kandla 
zone has not been entirely satisfactory, 


that is no justification for not giving a 
fair trial to the free trade zone in Haldia. 

In this connection, it is pertinent to 
recall the remarks made by a committee 
set up by the F1CCI last year to study 
the working of the Kandla free trade 
zone. The committee said, “In the ini¬ 
tial stages the response from trade arid 
industry was quite encouraging but the 
ultimate result has been that only five 
factories belonging to small and medium 
scale industries group have gone into 
production. The committee strongly 
feels that halting and discriminating 
policy, rigid approach of the central 
government, and piecemeal announce¬ 
ments of incentives have failed to pro¬ 
duce the desired impact on the mind of 
the industrialists or businessmen in 
the country. It is not lack of response 
from the industrialists which has been 
responsible for the present state of 
affairs. Had government adopted a more 
imaginative and dynamic attitude and 
approach towards the integrated de¬ 
velopment of the Kandla—Gandhidham 
area, the structure would have been 
different”. The Government of West 
Bengal can also study in detail the 
working of the free trade zones in vari¬ 
ous parts of the world—in the develop¬ 
ed and in the developing countries— 
and adapt the Haldia scheme accor¬ 
dingly. The zone can provide considera¬ 
ble scope for setting up export-orien¬ 
ted industries whose products can find 
a ready market in the countries of 
south east Asia. * 

The President of the Indian Chamber 
of Commerce recalled that he had 
suggested to the Planning Commis¬ 
sion to set up a small fact-finding com¬ 
mittee to examine to what extent the 
investment made in Durgapur so far 
has produced the desired results and 
what measures are necessary to attract 
more investment. It is surprising that the 
Planning Commission has not, of its 
own accord, set up such a committee. 
No member of the Planning Commis¬ 
sion seems to have visited Durgapur in 



“Don't complain of red-tape in industrial 
licensing.'’ 
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recent years to have a first-hand idea of 
its problems and possibilities. About Rs 
700 crores are estimated to have been 
invested in the large and medium 
industries in Durgapur and Asansol. 
It will be worthwhile thereto: e to take 
stock of these investments and suggest 
appropriate measures to attaract new 
entrepreneurs. There are various as¬ 
pects to be considered such as the supply 
of power, water, gas, transport ana 
communications, availability of raw 
materials, and housing. A study by the 
Planning Commission, in co-operation 
with the Government of West Bengal 
and the industrial organisations, wilt 
certainly be worthwhile. 

It is likely that foreign investors also 
may show some interest in setting up 
industries in Durgapur and in the free 
trade zone in Haldia. But this will 
depend largely on the extent to which 
Indian investors themselves are 
willing to come forward to start indus¬ 
tries in these places. The Government of 
West Bengal has acted commendably 
in announcing certain incentives to 
entrepreneurs. But these incentives are 
not attractive enough as compared to 
those oifered by other states. There is 


Two recent developments of particular 
interest to the acotton textile industry 
of this country do not appear to have 
received adequate notice. One is the 
latest bilateral agreement with the USA 
details of which became available fol¬ 
lowing the last meeting, of the Cotton 
Textiles Advisory Committee in Bom¬ 
bay, recently, and the other is the 
new Tariff Bill or Trade Bill pro¬ 
posed by the House Ways and Means 
Committee of the US, in so far as it 
concerns textile imports into the US. 
Not only India, but a number of other 
textile exporting countries have been 
evincing keen interest in the progress 
of this bill. 

It may be recalled that an informal 
emergency meeting was held in Geneva 
even in the first week of August in the 
wake of reports that such a bill was in 
the offing, among the big four, namely 
the US, the UK, the ECM and Japan— 
under the auspices of the GATT, but 
nothing tangible eventuated then, ex¬ 
cept for a decision to consider the ques¬ 
tion of setting up a study group to dis¬ 
cuss the world trade in textiles, including 
cotton textiles, at a subsequent GATT 
meeting, which is now scheduled for 
October 1,1970. On the eve of this 
meeting (on September 29), there will 
also be a council meeting of the GAIT. 
The deliberations of these meetings 
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no reason why entrepreneurs should be 
keen to invest in West Bengal when the 
other state governments have been able 
to show a more imaginative under¬ 
standing of the problems and pros¬ 
pects facing investors at present. 

West Bengal should modify its in¬ 
centives so as to confer some special 
benefits to those who invest in this 
state. Concessions in electricity duty 
and water rates are not included in the 
incentives of West Bengal while they 
find a place in the schemes of almost all 
the other states. Moreover, unlike other 
states, the municipalities in Greater 
Calcutta include plants while assessing 
the rental value of the factory buil¬ 
dings, which imposes heavy burden 
on the industrial units. The West Bengal 
government has also not indicated the 
growth areas in the state and what 
exactly are the types of financial assis¬ 
tance that will be available to those who 
invest in such areas. If the Government 
of West Bengal pursues a more practical 
policy in regard to industrial develop¬ 
ment and New Delhi is also more help¬ 
ful, it should be possible to break the 
stagnation in the state and give an 
imputus to economic growth. 


should be closely and carefully followed 
both by the authorities and textile in¬ 
terests. Compared to the concern for 
the US textile industry expressed by 
President Nixon, the interest being 
evinced in the Indian mill industry 
by the Government of India pales 
into insignificance. “In view of the 
enormous importance of the textile 
industry to this country” and “the fact 


Presiding over the first Andhra Industrial 
Conference held recently at Bezwada, Mr 
G. L. Mehta made a wide and general survey 
of the future economic status of our country. 
Referring in particular to the problem of 
industrialization he stressed the need for a 
national economic policy in view of the essen¬ 
tial economkvunity of the country. But at the 
same, time, he pointed out that a fairly high 
degree of regional planning and decentraliza¬ 
tion of industries would not only be quite 
compatible with a common economic policy. 
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that one out of eight workers in manu¬ 
facturing is in textiles”, Mr Nixon 
stated at a recent press conference, he 
would give his blessings to a limited 
trade but dealing with textiles only and 
providing for mandatory quotas to 
come into effect and to remain in 
effect only if voluntary quotas are not 
negotiated. 

Be that as it may, the bilateral nego¬ 
tiations with the US which India nag 
been able to conclude are in accordance 
with the spirit of the Long Term Agree¬ 
ment in regard to Cotton Textiles 
(LTA) which is due to expire on Sep¬ 
tember 30, 1970, but which it has been 
agreed (at the meeting of the GATT) 
to extend up to September 30, 1973. 
India agreed to the three-year further 
extension of the LTA, subject to the 
satisfactory conclusion of bilateral 
negotiations with the main importing 
countries, such as the USA, EEC etc. 
The negotiations with the US were 
verily a long-drawn affair, in that they 
started as early as in January last and 
could be concluded only towards the 
end of August, i.e., barely six weeks 
before the existing agreement was due 
to expire. Between the time when the 
expiring agreement was negotiated and 
now, there has, of course, been a lot 
of change in the US thinking on this 
question, thanks to the stiff attitude 
of Japan and other countries with which 
the US attempted to negotiate a volun¬ 
tary quota agreement for over a year 
without success. But it must be stres¬ 
sed here Japan’s stand is more in re¬ 
gard to the application of the bilateral 
arrangement in regard to man-made 
fibres. 

Under the new bilateral agreement 
concluded with the US (for a period of 
four years from 1970 to 1974 according 
to the Cotton Textiles Advisory Com- 


but would also moderate a drift towards over- 
centralization. Post-war development of indus¬ 
tries is essential, he reiterated, hi order to pro¬ 
vide an offsetting influence against the possibi¬ 
lities of a deflationary spiral. The prospects of 
intense competition from foreigners being cer¬ 
tain, Mr Mehta’s emphasis on the need for 
through investigation, organization and re¬ 
search in order that our industries may be sta¬ 
bilized and survive in an era of ‘titanic oorpora- 
tionsand rapid technical developments’ should 
be taken seriously. 


Selling Cotton Textiles to USA 
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mittee sources), India’s quota of cotton 
textile exports will be raised from 97.2 
million sq. yeds. at present to 110 
million sq. yds. which represents an 
increase of 13 per cent. The quota is to 
be increased on the basis of a live per 
cent annual growth or by over 10 mil¬ 
lion sq. yds. for the first year. The 
agreement also provides for a five-million 
quota for handloom products (handloom 
fabrics are free of controls as it is), 
besides a separate arrangement for 
export of typical “Indian items’’ such 
as Kurtas without quantitative limits. 
Although the US could afford to take 
in more textile goods from India 
it is just as well that India has 
already negotiated this bilateral quota 
arrangement, that is, before the US 
Trade Bill is passed, because thereby 
this country has secured the US govern¬ 
ment’s assurance that it will not impose 
countervailing duties on import* from 
countries such as India which have 
agreed bilateral quota arrangements. 

The US could certainly afford to 
import more textile goods from India 
as stated above, for these admittedly 
exists a good demand for Indian cotton 
textile in that market. According to the 
Cotton Textile Export Promotion 
Council , exports into the US are not 
only hampered by quantitative restrict¬ 
ions but also—and, in fact, more—by 
ceilings on individual categories 
{details of such ceilings under the new 
agreement are not yet available) within 
the overall quota. In spite of these 
adverse factors, it is noteworthy, India 
exported 593.2 lakh sq. metres in 1969, 
compared to 549.1 lakh sq. metres in 
1968. 

More than 50 per cent of the 
trade was in grey sheeting, exports of 
which aggregated 303.1 lakh sq. 
metres. Nevertheless, India’s share of 
the US market was not even one-tenth 
of the total In 1969, the US imported 
from all sources cotton textiles aggre¬ 
gating 5,508 lakh sq. metres, an in¬ 
crease of over 14 per cent over the total 
US textile imports from all countries 
in 1968. The increase in the case of 
India was only around 8 per cent so 
that the greater beneficiaries of the 
imp orted US offtake of cotton textiles 
in 1969 were other countries primarily 
Japan and Hong Kong. Pakistan’s 
cotton textile exports to the US in 
1969 also rose more or less to the same 
extent as India’s. Among other major 
suppliers of cotton textiles to the US 
are Formosa. Egypt, South Korea, 
Spain, Belgium, Columbia and Canada. 

A detailed reference has ere now been 
by our Washington Corres¬ 
pondent to the US Trade Bill (Vide 
j Eastern Economist dated September 
4, 1970), but it is proposed to highlight 
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here only those portions of the Bill as 
relate to textiles. The bill (assuming it 
will be passed in its present form 
which cannot be guaranteed) seeks 
to impose quantitative limitations on 
imports of textiles (articles of cotton, 
wool, man-made fibre and their blends). 

Total quantities of imports of cotton 
textiles are to be limited by categories 
(a particularly inhibitive feature which 
India has been repeatedly complain¬ 
ing against) beginning from January 1, 
1971, to the average annual quantities 
imported during 1967-69. (India’s 
mill-made cotton textile exports of all 
varieties to the US in the years 1967, 
1968, and 1969 are 566.7 lakh sq. 
metres, 678.3 lakh sq. metres and 695.9 
lakh sq. metres, which givens an 
average of about 647 sq. metres). For 
the year after 1971, according to the 
Bill, the total quantity of imports of 
each category of textile articles would 
be limited to the quantity determined 
for the previous year plus an increase 
(of not more than five per cent) to be 
determined by the US President, sub¬ 
ject to such percentage increase for any 
category for any year being the 
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same for all countries. 

It is significant that the supporters 
of textile quotas in the US base their 
arguments only on the rate of growth 
c»f imports and not on the rate of 

J ;rowth of their sales and profits, or, 
or that matter, on the rate of growth 
of demand. True, between the years 
1961 and 1968, US imports of textiles 
increased by 135 per cent compared 
with an increase of only 47 per cent in 
domestic textile production, but it is 
also true that, over the sixties, sales 
and profits of the US textile industry 
increased by 62 per cent and 114.4 
per cent, respectively. Strictly speaking, 
therefore, despite all their hue and cry, 
the US textile interests have not fared 
badly at all. Had that been the case, 
they would have asked for relief from 
import competition under the “escape 
clause” provision of the existing law 
itself, which they have not done. 
Evidently, they are banking and barga¬ 
ining on the promise that President 
Nixon reportedly made to them on the 
eve of his election in 1968 to give 
protection against imports through 
quotas. 
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Municipal Finance and Economic 

Planning 

MOHAN SINGHAL 


In a country such as with a federal 
structure of public finance there operate 
three layers of fiscal system which create 
many problems for a unified operation 
of fiscal policy either for achieving 
the objective of economic stabilisation 
or for promoting the rate of economic 
development. For a planned and effec¬ 
tive operation of fiscal policy in federal 
structure it is necessary that an effective 
machinery of planning be established 
both at the national, regional and base 
levels so that there is effective regional 
planning in the larger context of national 
planning. In democratic planning 
it becomes necessary that there 
should be planning from below .based 
upon a thorough and expert knowledge 
of local resources and conditions, and 
local plans should oe effectively co¬ 
ordinated and incorporated in the frame¬ 
work of a large plan at the regional level. 

Perverse Fiscal Behaviour 

If the local government sector is 
outside the orbit of effective planning, 
its rate of growth may be adversely 
affected by the perverse fiscal behaviour 
of the local governments. Their pub¬ 
lic expenditure policy may lack in 
necessary dynamism essential for accele¬ 
rated rate of growth and they may fail 
to utilise their resource potentials to 
the fullest possible extent to mobilise 
maximum resources. This may be due 
to a number of reasons such as poor 
co-ordination of fiscal policy at all 
levels of government, lack of an effective 
planning machinery at the local level 
in the larger framework of national 
and state planning and reluctance on 
the part of the local governments due 
to the deficiency of administrative and 
technical competence to undertake a 
programme of planned economic de¬ 
velopment. 

The Planning Commission at the 
national level has been functioning quite 
effectively and successfully, formulating 
plans for the economy as a whole, 
making assessment of real and financial 
resources and of the achievements of 
each of the five-year Plans. But at 
the state level no effective and whole¬ 
time machinery of planning has been 
established which may be capable of 
taking a continuous view of the process 
of planning. Neither has there existed 
a machinery of planning at the base 


level. Even where the programme of 
democratic decentralisation has been 
implemented there does not exist an 
effective and expert machinery of local 
planning. The absence of a properly 
organised set-up at the centre to study 
the interests of urban local authorities 
has resulted in the neglect of municipal 
problems. The towns and cities were 
left out of the process of planning and 
development in the three five-year Plans* 
and the union ministries have paid 
inadequate attention, if any, to matters 
affecting the urban local bodies. 

For the fourth Plan, however, a work¬ 
ing group was set up in the Health 
Ministry to make recommendations for 
the inclusion of schemes for the im¬ 
provement and development of urban 
areas and the strengthening of local 
bodies. 1 A United Nations sponsored 
seminar on “Central Services to Local 
Authorities ” held in 1963 at the Indian 
Institute of Public Administration in 
New Delhi, also suggested a planning 
and financial cell to guide and assist 
urban authorities in preparing their 
five-year plans on a uniform pattern as 
part of the state plan. 2 Therefore, it is 
necessary that there should be an effec¬ 
tive plan of local development defining 
targets of development and of the 
raising of resources and this would 
require the creation of suitable local ma¬ 
chinery of planning of development 
policy. The fact is that “The central 
government is no more the only source 
and centre of development, its role has 
become more a matter of guiding, assist¬ 
ing, controlling than mastering. Good 
local governments are needed as central 
government's equal partners, to reduce 
the heavy burden and to share the res¬ 
ponsibilities of the latter. This new role, 
generally speaking, local governments 
can manage very successfully. 8 

Planned Development Programmes 

So far as the municipal bodies are 
concerned they have been executing 
development programmes largely on 
the basis x>f their annual budgets. They 
have no five-year plans in the context 
of which their annual budgets and pro¬ 
grammes of development would be exe¬ 
cuted. Therefore it is of the highest im¬ 
portance that each municipal body 
should formulate a five-year plan of its 
own based on a through and expert 
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knowledge of the local conditions and 
requirements as well as resource poten* 
tials. It is then alone that development 
policy can be efficiently and effectively 
executed and the municipal bodies can 
make a marked impact on the life of 
the local population. If these munici¬ 
pal bodies operate on the basis of a five- 
year plan of development in the larger 
context of regional and national plann¬ 
ing, it will contribute to a planned uti¬ 
lisation of resources and as a result the 
municipal finances are bound to make a 
profound impact on the life of the local 
population. Thus it is necessary that 
each of the municipal bodies should 
establish a planning body which should 1 
have an expert knowledge of planning 
and municipal finances and this body 
should formulate a five-year plan of 
development in the context of the reg¬ 
ional plan of development. Planning 
in India for accelerating the rate of 
growth of the Indian economy and 
for a judicious allocation of resour¬ 
ces has not yet percolated to the local 
level. This requires a fundamental 
change in the entire approach to plan¬ 
ning which should involved effective 
planning from below is the central spirit 
and essence of democratic planning. 

Conforming to National Planning 

Municipal planning is necessary not 
only for conforming the whole national 
plan to the spirit and essence of demo¬ 
cratic planning but also for a number 
of other reasons. The municipal bodies 
have a tendency to follow a fiscal policy 
which is quite contrary to the national' 
fiscal policy both in the context of de¬ 
pression as well as of development. 
And as a result, fiscal policy as a whole 
fails to be effectively and adequately 
geared either to achieving the objective 
of economic stabilisation or accelerating 
the rate of growth of an economy. It 
was found that during the depression of 
1930 in the US A, “the taxing, borrow¬ 
ing and spending activities of the state 
and local governments collectively ran 
counter to an economically sound fiscal 
policy” 4 and this contributed to the 
deepening of the slump. 

The division of functions in the public 
sector between the central government 
and the local authorities even in the 
United Kingdom had proved a limiting 
factor in the planning and execution of 
an integrated public investment policy 
during the period of the depression. The 
state and local governments tend to 
behave like private enterprise during 
the business cycles. In a boom they are 
buoyant with optimism and tend to 
undertake a programme of expansion 
thus adding fuel to the fire of inflation¬ 
ary expansion. In a slump they are 
struck with gloomy pessimism and tend 
to undertake a policy of contraction; 
thtis adding to the deepening of the 
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slump. Thus these governments tend to 
follow, “the swings of the business cycle 
from erest to trough, spending and 
building in prosperity periods, and con¬ 
tracting their activities during depres¬ 
sion.” 

Tong Term Plans 

The element of perversity imparted to 
the fiscal policy of local governments 
results from the fact that they tend to 
import the orthodoxies of personal 
finance into their fiscal behaviour. They 
function under serious limitations of 
taxing and borrowing powers and 
therefore they always look to the cur¬ 
rent and short-term adequacy of their 
resources. This leads them to follow a 
policy of balanced budget irrespective of 
the ups and downs of business cycles. 
In addition there seems to be a psycho¬ 
logical reluctance on the part of local 
governments to undertake a compen¬ 
satory fiscal policy. Since economic 
fluctuations are national in scope, it 
may not only be useless but also too 
costly for them to try to influence the 
course of the cycles. The individual 
action of each of the governments 
would be of meagre importance in in¬ 
fluencing the course of the cycles be¬ 
cause the multiplier effects of their 
public spending policies tend to spill 
over into other governmental areas due 
to geographical leakages. Thus plan¬ 
ning at the municipal and local level 
is of vital importance for the concerted 
counter-cyclical fiscal policy. 

In a developing economy it is of vital 
importance that the size of the public 
sector should expand manifesting itself 
in terms of a remarkable expansion in 
the magnitude of public expenditure. 
But along with the expansion of public 
expenditure it is also necessary that the 
content and composition of public ex¬ 
penditure should undergo a fundamental 
change. The relative importance of 
investment expenditure and expenditure 
on development must increase in rela¬ 
tion to the current expenditure and 
expenditure on non-developmental acti¬ 
vities. At the same time taxing and 
borrowing instruments should be fully 
and effectively geared to the mobilisa¬ 
tion of an increasing volume of resources 
for meeting the financial needs of 
planned development. 

The municipal bodies, limited as 
their powers are with regard to taxation 
and borrowing, would have always the 
tendency to look to their current and 
short period needs in utter disregard 
of the needs of long-term development. 
Therefore the danger may be that where¬ 
as increased outlay would be necessary 
for accelerating the rate of economic 
growth of the economy, the rate of 
growth of developmental outlay at the 
local level may be very low or negligi¬ 


ble or there may be a complete stagna¬ 
tion in the growth of municipal outlay 
and this may, to some extent, neutralise 
the effect of development policy at the 
national and statclevel. Therefore, if 
at the municipal level the public expen¬ 
diture policy is planned on the basis of 
a five-year plan and targets of develop 
ment are laid down, the entirea pproach 
to fiscal policy at the municipal level is 
bound to undergo a fundamental 
change. It would also lead to a planned 
utilisation of resource potentials to meet 
the expanding demand for resources. 

The existence of a five year plan at 
the municipal level, in the formulation 
of which there should be popular parti¬ 
cipation and co-operation and which 
would take into consideration the 
needs of each locality within the munici¬ 
pal area, is bound to arouse a lot of 
popular enthusiasm. This opposition 
of the local population to the raising of 
resources by the municipal bodies 
springs largely from the fact that the 
public expenditure policy of these bodies 
lacks a sense of direction and has not 
been able to make a significant impact 
on the life of the local population. There 
is a feeling that a significant proportion 
of resources is wastefully spent at the 
municipal level due to the lack of 
honesty and efficiency of the municipal 
staff. Therefore, an improvement in the 
standard of public expenditure and fiscal 
performance at the municipal levc- 
would definitely change the public attil 
tude towards the entire problem of 
resources mobilisation. If the public 
is convinced that the resources raised 
would be efficiently and impartially 
spent to the maximum welfare of the 
population, much of the opposition to 
the tax policy of the municipal bodies 
would disappear. 

Decentralisation of Power 

Now the state is no more regarded as 
a ‘police state’, performing only limited 
functions. The industrial revolution, 
new scientific and technological 
advancements, need for social and eco¬ 
nomic changes are some of the causes 
which have greatly widened the scope 
of the activities of the state®. ‘More the 
activities increase more the expansion 
we find in the administrative machinery. 
All functions cannot be performed by 
central government alone. Thus increas¬ 
ing activities of the state and adminis¬ 
trative expediency demand decentralisa¬ 
tion territorial and functional both, and 
organisation of active local authorities 
to share the burden. 

• There are certain schemes of develop¬ 
ment which can he very usefully imple¬ 
mented by the local bodies either be¬ 
cause their geographical coverage is 
small or they need local initiative and 
resources. Such schemes may include 


the development of local transport and 
communications, drainage, water sup¬ 
ply and sanitation, growth of public 
utilities, public health and medical 
arrangements as well as primary educa¬ 
tion. Thus if the public expenditure 
policy of the local governments is suffi¬ 
ciently and efficiently geared to the 
promotion of economic growth, it can 
play an important role in the expansion 
of infrastructuj al investment which has 
been very aptly characterized as ‘foun¬ 
dation investment'. 7 

Redaction In Expenditure 

It has been seen that due to the un¬ 
planned growth of public expenditure 
there has been a tendency on the part 
of many municipal bodies to devote a 
significant proportion of their resources 
to non-development purposes parti¬ 
cularly to expenditure on general admi¬ 
nistration. Therefore, if this trend in 
municipal expenditure is to be pre¬ 
vented it is necessary that public expen¬ 
diture policies at the municipal level 
should be fully and effectively planned. 
It is true that in a developing economy 
along with the expansion of expenditure 
on development the expenditure on 
administration is also bound to increase 
but in the context of planning this 
growth in the volume of administrative 
expenditure should not be haphazard 
but in the tune with the growing require¬ 
ments of a planned implementation of 
development policy > 

It has also been seen that there has 
been a large waste of municipal resour¬ 
ces because of double payment or due 
to bad and defective system of budget¬ 
ing and defalcation and embezzlement of 
municipal funds. It has also been men¬ 
tioned in the various audit reports on 
municipal finances that there are large 
divergences between budgetary estimate 
of expenditure and actual expenditure 
because of the fact that the machinery 
of budgeting at the municipal level is 
not very efficient and correct estimates 
of expenditure are not prepared. 
Therefore, planning of expenditure 
policy of the municipal bodies would 
involve a number of things such as 
streamlining of the municipal financial 
administration, more expert staff for 
municipal administration, introduction 
of scientific budgetary techniques, avoid¬ 
ance of waste in expenditure and 
improvement of the honesty and inte¬ 
grity of the municipal staff. This means 
that in the context of planned develop¬ 
ment of municipal expenditure policy 
it is necessary that the.entire municipal 
staff dealing with municipal finances be 
thoroughly screened and those consider¬ 
ed to be undesirable should be weeded 
out. 

The planning of public expenditure 
policy would also involve the fact that 
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the blueprints of schemes which are to 
be implemented during the period of a 
five-year plan are completely and 
thoroughly prepared and the five-year 
plan is properly phased. Along with 
this phasing of each scheme which 
is to be implemented during a five-year 
period has to be carefully done. This 
would avoid waste and unplanned utili^ 
sation of resources. At the same time 
there should be an assessment of pro¬ 
gress of the municipal five-year plan 
each year and in the light of the achieve¬ 
ments the target for the next year may 
be revised. Thus planning at the munici¬ 
pal level should go along with a large 
flexibility in the implementation of pub¬ 
lic expenditure policy. A five-year plan 
prepared by the municipal bodies be an 
organic and integral part of the plan 
of the state and the formulation or the 
plan should be undertaken with the 
larger frame-work of the state plan, 
though keeping in view local needs and 
local resources. 

Mobilisation of Resources 

For the financing of a programme of 
planned growth of public expenditure 
at the municipal level it is essential that 
there should be a planned mobilisation 
of resources by the municipal bodies. 
The problem of resource mobilisation 
at the municipal level is a difficult one 
and this would involve not only a fun¬ 
damental change in the entire approach 
of the municipal bodies but also in the 
approach of the public to the tax and 
fiscal policy of the municipal bodies. 
The programme of planned mobilisa¬ 
tion of resources would mean that these 
bodies must set up targets of raising 
resources in the context of five-year 
Plan and the programme of resource 
mobilisation from each of the sources 
under their control such as taxes, fees, 
resources from municipal proerty and 
other miscellaneous items must be 
thoroughly worked out. 

So far as taxation is concerned, gene¬ 
ral property tax f.e., the tax on the 
annual value of holdings is the most 
important fiscal instrument for resource 
mobilisation by the municipal bodies. 
The rate of this tax is one of the highest 
in India and therefore there appears to 
be no scope for raising the rate of this 
tax for the sake of mobilising resources 
but the rate structure of this tax may 
be modified by introducing an element 
of progressiveness which is fully justi¬ 
fied. Therefore, the reconstruction of 
the general property tax on the basis 
of progressive rate structure is of vital 
importance if the importance of this tax 
is to be maintained as an effective 
instrument of municipal finance. 8 But 
the reconstruction of this tax on the 
basis of progressive rate structure is 
not enough. The general property tax is 
levied on the basis of the annual 
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value of holdings which according to 
law has to be reassessed every five 
years. 

In a developing economy the annual 
value of holdings is bound to increase 
as a result of rising prices, the imple¬ 
mentation of local development schemes 
and the growing tempo of urbanisation 
and influx of population into the urban 
areas. Therefore for the mobilisation of 
additional resources it is of vital impor¬ 
tance that reassessment of the annual 
value of holdings be undertaken every 
five years to recapture the plough back 
into municipal funds an increasing pro¬ 
portion of the expanding property 
values. The increasing property values 
may be created, to a large extent, 
as a result of the operation of social 
forces in a planned economy and there¬ 
fore the public authorities are fully justi¬ 
fied in ploughing back an increasing 
proportion of the rising property values 
for the financing of their expanding 
developmental needs. The reassessment 
of the annual value of holdings must be 
made to synchronise with every five 
year, so that at the beginning of every 
five-year plan property values are re¬ 
assessed and the reassessments are made 
effective in the first-year of the plan so 
that more resources are raised. But 
revision of annual value must be impar¬ 
tially and effectively done. 

Improved Tax Administration 

But apart from an impartial and in¬ 
dependent reassessment of annual va¬ 
lues it is also necessary that the annual 
values as fixed by the valuation de¬ 
partment are promptly and effectively 
enforced by the municipal boards and 
this requires an incorruptible, inde¬ 
pendent, efficient and courageous ma¬ 
chinery of tax administration and tax 
collection at the municipal level. For 
that this the entire machinery should be 
placed under the over all control of a 
chief executiv officer who would be 
free from political influence and pres¬ 
sures and who would carry on the tax 
administration efficiency and effective¬ 
ly. This executive officer must be a man 
of rich administrative experience, ho¬ 
nest and wide knowledge of affairs. 
Any cases of misapropriation of funds 
and defalcation of tax money collected 
are brought to the notice of municipal 
authorities they should be strictly dealt 
with. 

Apart from above there exists con¬ 
siderable tax-payers resistance to local 
taxation which is partly due to the 
lack of tax-p^ycr morality and honesty 
and partly due to the consciousness 
that local resources are not being put 
to the best possible use. In case of 
failure of payment of the tax the coer¬ 
cive methods of tax realisation should 
be promptly and effectively used as 
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provided by the law. If such measures 
are promptly undertaken tax arrears will 
not accumulate and tax demands will 
not become time-barred. A change in 
the psychology of the tax payers at the 
municipal level is also of vital impor¬ 
tance for the mobilisation of a sub¬ 
stantial volume of resources through 
the general property tax. Their attitude 
must be more cooperative and helpful 
to the municipal administration. But 
at the same time the municipal administ¬ 
ration must create an impression on the 
mind of the tax payers that the public 
expenditure policy is being efficiently 
carried out, wastes are being avoided 
and maximum and best use is being 
made of the resources. 

Acccirating Economic growth 

There are two views in the economics 
of public finance relating to the role 
of grants-in-aid. The first view is based 
upon the redistributive ideals of public 
finance as defined in terms of the Pigo- 
vian principle. It points out that the case 
for inter-regional transfers of resources 
is based upon the application of the 
fundamental principle of public finance 
to the special conditions where a number 
of independent fiscal systems operate 
simultaneously and where there exists 
a marked heterogeneity in the levels of 
development of the different regions. 
Thus in this context the norm of opera¬ 
tion of the apparatus of public finance 
is the maximisation of aggregate social 
welfare in the economy as a whole. 

But according to the second view of 
grants-in-aid it is pointed out that in a 
developing economy grants-in-aid should 
not be intended to achieve equalisation. 
The objective of inter-regional transfer 
of resources should be one of promo¬ 
ting the rate of economic growth. From 
this point of view grants-in- 
aid must be intended to accelerate 
the fate of growth of the 
economy and resources should be 
transferred to those areas and regions 
which have increased possibilities of 
development and which can make a 
better use of the grants because of all 
the complementary resources available 
there. Thus the objective of equalisa¬ 
tion comes in conflict with that of pro¬ 
moting economic development. The 
consideration of allocative efficiency de¬ 
mands that the objective of equalisa¬ 
tion should be subordinated to that of 
accelerating the rate of growth. 

But from the larger social point of 
view particularly in a country wedded 
to the ideal of socialistic society equali¬ 
sation especially with regard to basic 
social services such as education, public 
health, medical services etc. should 
constitute the principal aim of the policy 
of grants-in-aid. Such a policy will 
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This Wellman Incandescent 
Furnace helped the Electrical 
Industry to grow 


Power end distribution transformers, motors, 
' pumps—Wellman Incandescent take pride in their 
contribution in the making of all of them, with 
ovens and furnaces that are essential for provid¬ 
ing thermal treatment 

‘ i Wellman Incandescent have supplied furnaces 
and ovens to most of the electrical manufacturers 
In India, for such applications as transformer 
lamination annealing, varnish baking, moisture 
drying and coreplate drying and baking. 

furnaces currently under supply for other 


industries indttde the largest LP-Gas Fired Bogie 
Hearth Furnace, Electrical Vertical Pit Furnace, 
Radiant Jetube Fired Grooved Hearth Furnace, 
Electrically Operated Charging Machine, Electric 
Copper Smelting Submerged Arc Furnace, etc. 

Backed by over a half century's experience 
of their Overseas Technical Collaborators in 
the design and manufacture of all types of 
furnaces and ovens, Wellman Incandescent India 
cater to Indian Industry's need for Industrial 
Furnaces. 


M Wellman Incandescent India lid. 

8 , Harington Street, OaJcutta-16. 
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result in raising the standard of per¬ 
formance of the poorer local bodies, 
raise their resource potentials and by 
the development of infrastructural 
investment set the process of cumulative 
economic progress in operation. In a 
democratic country the existence of 
large inter-regional disparities in the 
standards of performance with regard 
to basic social services poses an ex¬ 
plosive political problem which cannot 
be viewed with equanimity. 


Proper Utilisation of Grants 

Municipal bodies do not operate on 
the basis of a planned public expenditure 
policy formulated in the context of a 
five-year plan. Therefore their public 
expenditure policy is operated on the 
basis of their annual budgets. When¬ 
ever grants in larger amounts are re¬ 
ceived they are not able to utilise them 
within a particular time schedule be¬ 
cause they have no blueprints of the 
schemes fully prepared and worked 
out with them. As a result a large 
portion of the grants remains unuti¬ 
lised in that particular year. Secon¬ 
dly, the municipal bodies are not 
sure of the volume of grants they 
would receive in a particular year. 
As a result they are not able to 
follow a programme of development 
on a stable basis. There is a tendency 
on the part of the municipal bodies to 
encroach upon the unspent amount of 
grants in order to meet their budgetary 
deficits. Specific purpose grant given by 
the government should not be diverted 
to some other purpose.® 

The problem can be solved if each 
of the municipal bodies operate on the 
basis of a five-year plan and the state 
government makes a commitment in 
advance for meeting a definite portion 
of the financial resources required for 
the municipal plan in the form of grants. 
This will impart an element of certainty 
into the municipal finances which will 
make planning of public expenditure at 
the local level possible. The volume of 
grants to be made to each of the munici¬ 
pal bodies should also be related to 
their performance in the spheres of 
public expenditure and resource mobili¬ 
sation. If such a policy is followed an 
incentive will be provided for a larger 
mobilisation of resources and for the 
achievement of efficiency in public ex¬ 
penditure at the municipal level. 

The loan policy of the state govern¬ 
ment in relation to the municipal bodies 
has not been based so far on a consis¬ 
tent logical and rational basis, As a 
result they have not been able to plan 
their expenditure policy on any rational 
basis. Loans to the municipal bodies 
have been attended largely for financing 


productive schemas. A policy of giving 
loans for general purpose is not compa¬ 
tible with the best allocation of* re¬ 
sources because such loans are utilised 
for financing current expenditure of 
these bodies and therefore it becom?s 
difficult for them to repay such loans. 
Even with regard to loans given for 
specific purposes the full amount given 
in a particular year has not been utilised 
and a portion of it has tended to be 
carried over to the subsequent years. 
This has been partly due to the fact 
that the municipal bodies have no well 
formulated schemes in hand and partly 
due to slackness in municipal administ¬ 
ration. In m any cases it has been found 
that loans have been received by the 
municipal bodies not in the beginning 
of the financial year but when the finan¬ 
cial year is coming to a close or is quite 
advanced. Therefore during the re¬ 
maining period of the financial year it 
becomes difficult for the municipal bo¬ 
dies to make a full utilisation of the 
loans borrowed. It has also been 
found that the municipal bodies have 
‘ not been able in many cases to repay 
the loan instalments and the interest 
on the loans and as a result a large out¬ 
standing amount of the loans has been 
accumulating. 

Assurance of Finance 

There are two aspects of the problem 
of loan finance of the municipal bodies. 
In the first place the municipal bodies 
must operate on the basis of a five-year 
plan and there should be complete blue 
prints of schemes ready with the munici¬ 
pal bodies which have to be financed 
with the help of loans borrowed from 
the state government. Secondly, the 
state government must allocate the 
volume of loans to the municipal bodies 
on a rational and consistent principle 
and the volume of loans to be available 
to them must be assured to them in the 
beginning of the plan. If this is done the 
municipal bodies will be able to plan 
a better use of their resources and to 
follow a planned policy of public ex¬ 
penditure. At the same time these bo¬ 
dies must sec to it that loans are entire¬ 
ly utilised for the purpose for which 
they have been given and there should 
be no diversion of funds. Besides this, 
the loans must be utilised largely for 
productive purposes which would en¬ 
able them to repay the loans borrowed. 
Hence it is desirable to have a coordi¬ 
nated loan policy in which the interests , 
of the union government, the state 
governments and the local bodies should 
be considered together. 10 

Thus in order to stabilise the basis of 
democracy in this country it is necessary 
that the finances of the municipal bo¬ 
dies be placed on an even keel. In order 
to achieve this it is important that their 
resource potentials should be fully uti¬ 


lised and the flow of resources from the 
state government to the municipal 
bodies be related to the implementation 
of a five-year plan at the municipal 
level. 
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WINDOW ON' THE WORLD 

Public Expenditure Trends in 
OECD Countries-ll 

JOSSLEYN HENNESSY 


LONDON : 

An important new study by the OECD’s 
Working Party No. 2 shows that in all 
OECD countries government expen- 
* diture has been rising faster than 
total production and that everywhere 
the main push has come from expendi- 
ture on education, health and welfare. 

Last week I summarised here a pre¬ 
view by Miss Mary Garin-Painter, 
(published in the latest issue of the 
OECD Outlook's Occasional Studies , 
2 rue Andre Pascal, Paris 16, France) 
of the Working Party’s new data cover¬ 
ing the general growth of government 
expenditure and its components between 
1955/65. This week, I summarise Miss 
Garin-Painter’s review of expenditure 
on education, health and social security 
and the factors underlying it. 

Government Expenditure by Function 

To investigate the factors making for 
the rising share of the government sec¬ 
tor countries were asked to supply fi¬ 
gures for 1955 and 1965 for nine func¬ 
tional categories, cross-classified into 
six economic classes in both current and 
constant prices. Fourteen countries 
replied, but those from Canada, Italy, 
Ireland, Portugal and Turkey were too 
incomplete to be used. 

For Austria, France, Japan, the 
Netherlands, Norway, Sweden, Switzer¬ 
land, the UK. and the USA, there were 
some' gaps which hamper comparison. 
The tables also show that not all count¬ 
ries were able to supply data for the 
same years. Only Austria and Sweden 
submitted data according to the defini¬ 
tions of the system of National Accounts 
(SNA). Absence of figures on capital 
transfers and loans from countries’ re¬ 
turns mean that even total outlays 
cannot be compared. By function, no 
comparisons at constant prices have 
proved possible. 

Despite these difficulties, the data pre¬ 
sented are a first step toward meaning¬ 
ful international comparisons. This 
material is summarised in Table 5, show¬ 
ing public expenditure in each of nine 
functional categories as a percentage of 
GNP. 

Institutional differences among count¬ 
ries, particularly in the handling of 


health insurance, affect the distributio 11 
of expenditure by economic class. 
Tables 6-9 give distribution for total 
government expenditure, and for ex¬ 
penditure on education, health and 
social security, respectively. They show 
that an inter-country comparison based 
only on current expenditure on goods 
and services would give a distorted pic¬ 
ture of the relative importance of public 
spending: such spending accounted for 
only about a third of the total in Austria, 
France and Norway, but was as much 
as 60 per cent of the total in the USA 
(Table 6). The major reason for this 
difference is transfer payments. While 
these payments represent a redistribu¬ 
tion of income rather than a direct use 
by the government of national output, 
the distinction often has, particularly 
in government health programmes, 
little economic significance. In France, 
e g v the government’s contribution to 
individual medical care is made by 
reimbursing private expenditure, and 
transfers account for some 85 per cent 
of total government expenditure in 
this field. In the UK, on the other hand, 
doctors are paid directly by the govern¬ 
ment, and government spending on 
goods and services amounts to 90 per 
of total (Table 8). 

Education, Health and Social Security 

Inter-country differences in type of 
expenditure are less marked in educa¬ 
tion and social security (Tables 7 and 
9). In all countries, teachers’ salaries 
are the most important part of education 
expenditure, and social security and 
welfare programmes are almost entirely 
financed by transfer payments — large¬ 
ly old-age and retirement benefits. 

Table 10 shows the importance of 
government in educational and health 
services. The role of government varies 
but generally increased. The govern¬ 
ment provides directly all, or almost all, 
education in Austria, the Netherlands. 
Norway and Sweden; 70-80 per cent 
in France, Japan, the UK and the USA; 
but only a little over half in Switzer¬ 
land. When transfer payments are 
added to publfc expenditure on goods 
and services, the share of education 
financed by the government is even high¬ 
er. Sometimes it exceeds 100 per cent, 
because government scholarships are 
used not only for tuition but also to 
pay the student’s living costs. (Classi¬ 


fied in national accounts as private 
consumption of food, housing, clothing* 
etc., and not as expenditure on educa¬ 
tion), , 

In all countries except the UK, the 
government’s share in total health 
expenditure was less than in education 
—much less in the United States, as 
government reimbursement for private 
medical treatment had not begun. Note 
that in Norway the government has 
charge of more of current health ex¬ 
penditure than tables indicate, as fees 
are charged for many services. These 
fees are considered private expenditure 
and are netted out of government current 
spending; in 1965 almost 60 per cent 
of the current expenditure actually 
carried out by government was covered 
by these fees. In the UK, the authorities 
also charge some fees, similarly netted 
out, but the amounts are much smaller. 

A second type of analysis, made 
possible by this new material, is to 
examine the importance of these services 
(defence and health) in the whole econo¬ 
my. To indicate this, the sum of public 
and private consumption expenditure 
on each service is expressed as a per¬ 
centage of total and private consump¬ 
tion (Table 11). Social security and 
welfare expenditures are not included, 
as a number of countries did not report 
private spending (the comparable pri¬ 
vate pension plans, and private welfare 
payments should be the expenditure of 
charitable institutions. Neither is 
normally reported separately in national 
accounts). 

Here are the main points which 
emerge from this analysis of the shares 
of total consumption (public plus pri¬ 
vate) absorbed by defence, education 
and health: defence ranged from 1.5 per 
cent in Japan in 1965 to 9.5 per cent 
in the USA, Education in 1965 or 1966 
accounted for five to seven per cent in 
all countries, except Austria where it was 
only 3.5 per cent. Everywhere except in 
the Netherlands it rose. The use of the 
resources for health also rose in ah 
countries, ranging by 1965 or 1966 from 
4.5 per cent in the UK and 5.5 to 6.5 

E ?r cent in Austria, Norway, Switzer* 
nd and the USA to 9.5 per cent in 
France and Sweden. 

Table 12 reveals the increasing role 
of social security payments — these 
transfers are shown as a percentage of 
private consumption. Their importance 
in financing private consumption varied 
from seven per cent in the USA (1965) 
to 20 per cent in Austria (1966). 

The “Industry" Function of Government 

The data are less comparable for 
shams of “industry” functions (hous¬ 
ing and community amenities* agricul- 
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ture, communications and utilities, 
roads and transport) because the two 
classes of expenditure omitted, capital 
transfers and loans, are more important 
in these fields. Such as they arc, how¬ 
ever, the figures show relative decline in 
the already small shares of agriculture 
and communications and increase in 
roads and transport. The figures for 
housing and community amenities suf¬ 
fer most from the lack of data on capital 
movements: their inclusion would, for 
example, increase Austrian expendi¬ 
tures in 1966 by 80 per cent, the Nether¬ 
lands in 1965 threefold, Norway 1966 
by 55 per cent, Switzerland in 1966 
by 133 per cent (including only capital 
transfers) and, by contrast, the UK in 
1965 by only 14 per cent. These figures 
reflect differences in methods of subsidis 
ing housing: UK support takes the form 
of subsidised rents for the large stock of 
publicly built and owned houses. If 
data on capital transfers were available 
for Sweden, Switzerland and the USA 
it would be seen that support to this 
sector is higher in these countries than 
Table 5 suggests. 

Table 13 shows some of the factors 
responsible for the rising importance 
of government spending and suggests 
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that the underlying forces are similar 
in most OECD countries. In most count¬ 
ries, the economically most dependent 
age groups (under 6 and over 65), parti¬ 
cularly the older age group, have been 
increasing faster than total population: 
urbanisation has been continuing, in¬ 
creasing the need for public transporta¬ 
tion, public housing and other infrastruc- 
ture, and social services; population re¬ 
ceiving education has been rising more 
rapidly than total population, particu¬ 
larly in the more expensive secondary 
and higher levels; the number of teachers 
has been rising faster than the number 
of pupils in efforts to improve the qua¬ 
lity of education: the numbers using 
medical services have been increasing 
faster than population; housing built 
with government aid have risen more 
rapidly than population or GNP. 

Basic changes in modern economies 
require certain services to be supplied 
in common, and more education to 
equip people to deal with modern tech¬ 
nology. The bulk of educational ex¬ 
penditure was already the responsibility 
of governments at the beginning of the 
' 10-year period under review, and it is 
likely that educational expenditures will 
continue to increase for some time to 
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come, in order to reach more of the 
population for a longer period and to 
improve quality. In addition, the social 
objective of distributing more evenly 
the benefits from increasing national 
wealth boosts public expenditure, 
Most governments now frame plans 
for the major components of public 
expenditure three to five years ahead. 
These programmes reflect social 
choices between public and private ex¬ 
penditure, and between different pub¬ 
lic services. The scale of the decisions 
to be made underlines the need for them 
to be founded on reliable statistics* The 
probability of strongly rising demand 
for some public services suggests atso 
that governments could benefit from 
well-informed public discussion of 
spending programmes and their econo¬ 
mic and social implications. They 
could also benefit from comparison of 
the experience of different countries, 
since most face similar issues and prob¬ 
lems. Miss Garin-Pa inter’s analysis of 
Working Party No 2’s pioneer study 
reveals the importance of improving 
the quality and international comparabi¬ 
lity of these public expenditure statis¬ 
tics, 

( Concluded) 


Table 5 

DISTRIBUTION BY FUNCTION OF GOVERNMENT CURRENT EXPENDITURE PLUS INVESTMENT" AS 

PERCENTAGE OF GNP. 


Total 

plus 




Defence Educa¬ 
tion. 

Social 
Health security 

Housing 

and 

commu¬ 

nity 

ameni¬ 

ties 

Agricul¬ 

ture 

Commu¬ 
nicatio¬ 
ns and 
utilities 

Roads 

and 

transpor¬ 

tation 

Others 

capital 
transfers 
and net 
Total* loans 

Austria 

1957 

1.3 

3.0 

3.5 

10.9 

1.9 

1.1 

0.4 

3.6 

6.4 

32.1 

38.6 


1966 

1.3 

3.9 

4.1 

14.1 

2.2 

1.4 

0.1 

3.8 

7.1 

38.0 

45.4 

France 

1966 

4.2 

5.4 

4.4 

11.2 

0.8 

1.1 

3 

.1 

6.8 

36.9 

41.4 

Japan 

1955 

1.1 

4.2 

1.0 

0.3 

0.5 

1.5 


0.6 

8.4 

20.5 

21.4 


1965 

1.0 

4.0 

1.7 

4 2 

0.4 

1,3 

,. 

1.8 

7.4 

21.8 

22.7 

Netherlands 

1955 

5.4 

3.5 


6.8 

0.7 

0.7 


1.0 

7.9 

26.0 

32.3 


1965 

3.8 

6.2 


13.3 

0.6 

0.7 


1.5 

8.4 

34.4 

39.8 

Norway 

1957 

3.9 

3.8 

1.5 

8.4 

0.5 

2.4 

0.9 

2.5 

5.5 

29.5 

33.4 


1966 

4.1 

6.1 

2.0 

12.1 

0.1 

0.6 

0.8 

3.3 

7.7 

36.8 

42.4 

Sweden 

1955 

4.7 

4 3 

3.2 

6.9 

2.0 

0.1 

1.6 

3.1 

5.0 

31.0 

. . 


1965 

4.1 

6 0 

4.3 

9.2 

2.7 

0.1 

1.3 

3.3 

7.2 

38.2 

. „ 

Swtizerland 

1961 

2.7 

2.8 

1.4 

5.5 


1.1 


2.8 

4.9 

21.2 

22.3* 


1966 

2.5 

3.5 

1.7 

7 0 

o.i 

l.l 


4.2 

5.6 

25.6 

26.V 

United Kingdom 

1955 

8.0 

3.1 

3.0 

5.6 

3.3 

1.4 

0.2 

0.9 

6.6 

31.9 

32.4 


1965 

5.9 

4.4 

3.5 

7.1 

3.5 

0.8 

0.2 

1.8 

6.9 

34.1 

35.5 

United States d 

1955 

9.6 

3.1 

0.9 

3.4 

0.1 

0.8 

0.4 

1.6 

4.4 

24.3 



1965 

7.5 

4.3 

1.2 

4.8 

0.3 

0.7 

0.4 

1.9 

6.0 

27.2 

. . 


(a) Current expenditure on goods and services, investment of general government and of unincorporated government enter¬ 
prises, subsidies, current transfers and interest payments. 

( b) Total expenditure as a percentage of GNP is not always quite the same as in Table 4 because most countries were not 
able to follow the standard definitions in their breakdowns of expenditure by function. See Annex for some of the differences, 

(c) Excludes loans and net acquisition of securities. 

(rf) Includes investment of public corporations (small); excludes depreciation. Surpluses of Federal Government enterprises 
are netted out of expenditure. 
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Table 6 

BREAKDOWN OP TOTAL GOVERNMENT EXPENDITURE BY ECONOMIC CLASS 

(Percentage of total outlays.) 




Current expenditure on goods and 
Services 

Gross fixed 
capital 
formation 

Subsidies, 
current trans¬ 
fers and ’ 
interest 

Capital 

transfers 

Loans made 
and net ac¬ 
quisitions of 
bonds and 
corporate 
equity se¬ 
curities 

Wages 
and salaries 

Others 

Total 

Austria 

1957 

17,9 

18.0 

35.9 

9.0 

38.3 

3.4 

13.3 


1966 

16.5 

16.3 

32.8 

10.7 

40.1 

2.8 

13.6 

France 

1966 

22.1 

11.3 

33.4 

8.3 

47.6 

4.5 

6.2 

Japan 

1955 

9 9 

• •• 

51.9 

21.0 

22.7 

0.6 

3.8 


1965 

. , 

••• 

44.7 

27.8 

23.6 

0.6 

3.3 

Netherlands 

1955 

25.4 

17.1 

42.5 

11.1 

27.0 

6.9 

12.5 


1965 

27.0 

10.6 

37.5 

11.9 

37.1 

0.7 

12.8 

Norway 

1957 



33.3 

13.5 

41.0 

« 

12.2* 


1966 

. . 

, , 

31.7 

14.3 

39.9 


14.1- 

Sweden 

1955 

28.1 

25.2 

53.3 

25.2 

21.4 




1965 

27.7 

21.3 

49.0 

24.6 

26.4 

, „ 

, . 

Switzerland 

1961 

21.0 

22.4 

43.4 

12.0 

39.8 

4.8 



1966 

21.8 

21.5 

•43.2 

14.9 

38.0 

3.7 

. , 

United Kingdom 

1955 



51.6 

8.4* 

36.9 

1.6 

1.5 


1965 

26.0 

20.3 

46.5 

11.9* 

37.9 

1.4 

2.3 

United States 

1955 

' 33.0 

27.8 

60.8 

13.7‘ 

25.5 




1965 

32.9 

26.3 

59.2 

13.O' 

27.8 

•• 



(a) Capital transfers to public corporations included with net loans. 

(b) Includes changes in stocks and work in progress (—1.6 percentage points in 1957 and 0.2 in 1965). 

(c) Includes stockpiling of agricultural commodities (1.2 percentage points in 1955). 


Table 7 

BREAKDOWN OP GOVERNMENT EXPENDITURE ON EDUCATION BY ECONOMIC CLASS 

(Percentage of total outlays on education.) 


Current expenditure on goods and Loans made 

Services. and net ac- 

- quisitions 

Gross fixed Subsidies, of bonds 

Wages Others Total capital and current Capital and corpo- 

and salaries formation transfers transfers rate equity 

securities 


Austria 

1957 

57.7 

18.7 

75.4 

13.3 

7.7 

1.2 

1.4 


1966 

47.0 

15.6 

62.6 

23.2 

10.6 

2.9 

0.7 

France 

1966 

60.1 

15.3 

75.4 

19.2 

5.1 

0.2 

0.1 

Japan 

1955 

m # 


79.7 

18.1 

1.9 

m 9 

0.3 

1965 

. * 

, . 

77.9 

19.7 

2.3 


0.1 

Netherlands 

1955 

64.1 

14.5 

78.6 

19.7 

0.9 

m 9 

0.7 


1965 

62.6 

12.8 

75.5 

17.7 

5.8 

0.2 

0.8 

Norway 

1957 


, , 

71.1 

23.9 

5.0 

, , 

, , 

1965 

. * 

« . 

67.2 

25.8 

7.0 

• . 

• , 

Sweden 

1957 

54.2 

23.5 

77.7 

18.7 

3.6 

, , 

, , 


1966 

50.8 

21.6 

72.4 

18.4 

9.2 

. . 

, , 

Swtizerland 

1961 

54.8 

12.7 

67.5 

18.7 

11.5 

2.3 

* a 


1966 

58.1 

12.5 

70.5 

19.7 

7.7 

2.1 

• • 

United Kingdom 

1955 


0 

66.4 

13.8 

18.5 

1.3 

• » 

1965 

44.8 

18^4 

63.1 

10.6 

20.1 

6.1 

0.1 

United States 

1955 

54.7 

16.4 

71.1 

22.7 

6.2 

4 # 

m # 


1965 

64.0 

17.6 

81.6 

16.9 

1.5 

• » 

« • 
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Table 8 

BREAKDOWN OF GOVERNMENT EXPENDITURE ON HEALTH BY ECONOMIC CLASS 

(Percentage of total outlays on health) 




Current expenditure on goods and 
Services 

Gross fixed 
capital 
formation 

Subsidies, 
and current 
transfers 

Capital 

transfers 

Loans made 
and net ac¬ 
quisition of 
bonds and 
corporate 
equity se¬ 
curities. 

Wages 
and salaries 

Others 

Total 

Austria 

1957 

16.8 

59.5 

76.3 

3.8 

18.7 

0.7 

0.5 


1966 

20.1 

57.7 

77.8 

7.0 

14.2 

0.6 

0.3 

France 

1966 

6.3 

4.5 

10.8 

1.3 

86.4 

1.3 

0.2 

Japan 

1955 

.. 


76.8 

17.7 

2.9 


0.8 


1965 

* . 

. , 

59.4 

25.8 

13.1 

. . 

1.8 

Norway 

1957 

f # 

.. 

39.6 

25.7 

34.7 




1966 

. . 

. . 

49.8 

19.6 

30.4 


o.i 

Sweden 

1955 

55.1 

30.4 

85.5 

12.6 

1.9 




1965 

54.7 

28.1 

82.7 

15.6 

1.7 

. , 

, . 

Swtizerland 

1961 

38.3 

20.7 

59.0 

14.8 

22.8 

3.4 



1966 

43.6' 

24.1 

67.6 

16.1 

13.5 

2.8 


United Kingdom 

1955 



95.8 

3.5 

0.2 

0.5 



1965 

46^4 

45 !9 

92.3 

7.1 

0.4 

0.2 


United States 

1955 

56.8 

31.1 

88.0 

9.1 

2.8 




1965 

56.9 

32.6 

89.5 

6.3 

4.2 

•• 

- 


Takle 9 


BREAKDOWN OF GOVERNMENT EXPENDITURE ON SOCIAL SECURITY BY ECONOMIC CLASS 

(Percentage of total outlays on social security) 




Current expenditure on goods and 
Services 

Gross fixed 
Capital 
formation 

Subsidies, 
and current 
transfers 

Capital 

transfers 

Loans made 
and net ac¬ 
quisitions of 
bonds and 
corporate 
equity se¬ 
curities. 

Wages 
id salaries 

Others 

Total 

Austria 

1957 

6.5 

9.7 

16.3 

2.4 

80.1 

0.5 

0.7 


1966 

4.5 

7.4 

11.9 

1.3 

84.8 

0.4 

1.6 

France 

1966 

3.5 

1.5 

5.0 

0.8 

89.8 

0.4 

4.0 

Japan 

1955 



18.4 

4.6 

77.0 

, , 

, # 


1965 

* > 

. . 

14.2 

2.4 

82.1 

. - 

1.2 

Norway 

1957 

.. 


7.5 

1.9 

90.3 


0.3 


1966 

.. 

. . 

9.4 

1.1 

89.3 


0.2 

Sweden 

1955 

7.2 

9.7 

16.9 

1.2 

80.9 




1965 

9.4 

6.9 

16.3 

2.6 • 

81.0 

. , 


Switzerland 

1961 

4.1 

8.5 

12.6 

0.7 

86.4 

0.3. 



1966 

2.9 

7.6 

10.5 

0.7 

88.4 

0.3 


United Kingdom 

1955 

. . 


8.2 

0.4 

91.4 




1965 

3.8 

3.1 

7.5 

0.7 

91.8 

• . 


United States 

1955 

2.8 

2.6 

5.4 


94.6 




1965 

3.3 

6.0 

9.4 

, , 

90.6 
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Table 10 

GOVERNMENT EXPENDITURE AS A PERCENTAGE OF PUBLIC PLUS PRIVATE EXPENDITURE* IN 

EDUCATION AND HEALTH 


Government current ex- Government fixed capital Total government outlays 
penditurt on goods and formation as % of public as % of public plus pri- 
scrvices as % of public plus private fixed capital vate penditure on goods 
plus private current ex- formation and services 

penditure on goods and 
services. 




Education 

Health 

Education 

Health 

Education 

Health 

Austria* 

1957* 

99.4* 

65.1 

84.1 

49.3 

108.0 

80.1 

1966* 

99.3* 

75.1 

94.2 

75.4 

114.1 

88.6 

France 

1966 

82.1 

8.1 

100.0 

14.5 

108.9 

74.9 

Japan* 

1955 

64.3 


82.5 

. , 

68.5 

t m 

1965 

66.2 

, , 

71.4 

. . 

68.8 

# p 

Netherlands 

1955 

100.0 


100.0 

13.8 

101.7 

# f 


1965 

100.0 

, . 

100.0 

8.9 

107.3 


Norway 

1957/ 

94.6 

19.8 

100.0 

100.0 

100.9 

44.3 

1966 

95.1 

23.1 

100.0 

100.0 

103.7 

42.5 

Sweden 

1955 

100.0 

68.8 

100.0 

100.0 

103.7 

73.1 


1965 

100.0 

71.6 

100.0 

100.0 

110.1 

If,.2 

Swtizerland 

1961 

48.6 

24.8 

, , 

, . 

, , 



1966 

54.6 

31.5 

. . 


. , 

# , 

Unilcd Kingdom 

1955 

69.4 

91.7 

84.5* 

71.4* 

89.3* 

91.5* 

1965 

71.5 

93.8 

61.0* 

88.2* 

94.7* 

94.0* 

United States 

1955 

73.3 

20.0 

83.2* 

31.3* 

80 4** 

21.4* 


1965 

74.9 

20.9 

84.6" 

19.4* 

77.6“ 

21.7* 


(o) Private gross fixed capital formation includes that of public corporations. 

(b) General government includes public Chambers of Commerce, labour and agriculture. 

(c) Includes certain cultural expenses of Central Government; includes expenditure for staff of health clinics linked with uni¬ 
versities. 

(i d ) Includes promotion of sports. Excludes expenditure of staff of clinics linked with universities. 

(e) Fiscal years. 

(/) Local government 1957-58. 

(g) Fixed capital formation of general government includes net purchases of land and existing assets by sector while that of 
private enterprises and public corporations includes these net purchases only in the total for all sectors. 

(ft) Fixed capital formation of public corporations is included with fixed capital formation of general government; it is nil or 
negligible in health and education. 

(0 The decline between 1955 and 1965 in the percentage of total government outlays to total public and private expenditure 
on goods and services, reflects the fact that in 1955 there were a larger number of war veterans for whom a special programme 
of educational transfer payments is available. 


Table 11 

THE SHARE OF DEFENCE, EDUCATION AND HEALTH IN TOTAL 
CONSUMPTION (PUBLIC PLUS PRIVATE) OF GOODS AND SERVICES 

( Percentages) 


Table 12 

SOCIAL SECURITY TRANSFERS* 
AS % OF PRIVATE CONSUMPTION 




Defence 

Education 

Health 

Austria 

1957 

1.8 

3.1 

5.5 


1966 

1.8 

3.4 

5.8 

France 

1966 

5.4 

6.4 

9.8 

Japan 

1955 

1.3 

6.7 

. . 


1965 

1.5 

7.0 

, , 

Netherlands 

1955 

7.4 

8.8 

, # 


1965 

5.1 

6.5 

. . 

Norway 

1957 

5.4 

3.9 

4.1 


1966 

5.4 

5.7 

5.7 

Sweden 

1955 

6.1 

4.4 

8.2 


1965 

5.6 

6.0 

9.3 

Switzerland 

1961 

3.6 

5.6 

4.8 


1966 

3.5 

6.6 

5.3 

United Kingdom 

1955 

9.3 

3.5 

3.7 


1965 

7.4 

5.1 

4.4 

United States 

1955 

12.3 

3.9 

5.1 


1965 

9.3 

6.0 

6.6 


Austria 

1957 

1966 

14.06 

20.4 

France 

1966 

20.6 

Norway 

1957 

1966 

12.6 

18.2 

Sweden 

1955 

1965 

9.2 

13.6 

Switzerland 

1961 

1966 

7.9 

10.6 

United Kingdom 

1955 

1965 

7.5 

10.3 

United States 

1955 

1965 

5.1 

7.1 


(a) Including'any subsidies to welfare 
institutions. 
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Austria Japan Ireland Italy 


Norway Nether- Portu- 
lands gal 


Spain Sweden Switzer- United United 
land King- States 

1957-66 1955-65 1958-65* 1955-65 1957-66 1955-65 1955-65 1960-65 1955-65 1955-65 195sS 1955-65 


Total population 
Population less 

0.5 

1.0 

0.1 

0.8 

0.8 

1.4 

0.7 

0.8*® 

0.6 

1.5 

0.6 

1.6 

than 6 years old 
Population more 
than 65 years 

2.6 

—2.2 

1.4/ 

1.4 

9.3 

0.8 

0.3 

—.03w 

0.1 

1.2 

2.1 

1.1 

old 

2.0 

2.7 

0.5/ 

2.2 

2.5 

2 7 

2.0 

3.3w 

2.2 

2.4 

1.3 

2.3 

Urban population 

0.3® 

2.9 

1.7/ 

,. 

3.6 

2.0 


1.6w 

1.5 

1.6* 

0.5 

5.4 

Rural population 
Net immigration 
(average of the 

2 years, % of 
average total 

0.1® 

—2.2 

—0.6/ 


0.8 

—0.3* 


0.2 

~»0.3 

1.5v 

1.1 

—0.1 

population) 
School population 

—0.2* 

0.8 

o 

—0.6* 

0.7' 

o 

1 

0.0 

2.7 

—0.1 

1.2 

0.6 

2.4 

—0.3®** 

4.6 

0.3 

2.4 


— 1.2 
0.8 

0.2 

Primary 

0.7 

—2.2 

0" 

0.1 

1.5 

0.3 

0.7 

3.1 



—0.1 

2.6 

Secondary 

Number of teac- 

1.3 

2.7 

$.1» 

7.0 

7,0 

5.5 

9.7 

10.5 



2.5 

5.7 

chers 

1.4 

1.9 

1.9 

3.6 

1.8 

2.7 

6.2“ 

3.9 

4.5 


2.2 


Primary 

0.7 

0.1 

0.9® 

1.6 

1.5 

1.7 

2.9“ 

3.4 

4.1 


0.9 

2.8 

Secondary 
Students in uni¬ 
versity and hi¬ 

3.5 

3.4 

4.4® 

6.4 

2.5 

6.0 

14.7“ 

5.6 

5.8 

• • 

3.7 

6.2 

gher education 
Students in other 

8.7 

6.3 

7.7 

5.5 

14.7 

8.1 

6.2 

8.7 

11.6 

7.4 

5.1 

7.7 

education 
Patients/days in 


3.8* 

3.0 


6Aq 

4.9 

6.8 

• ■ 


A 

3.7 

5.1 

general hospitals 
Patient/ days in 

0.4 

6.1* 


51.1* 

1.1 

2.7/ 

4.6// 


1.0 

. 


0.7 

mental hospitals 
Patient/days in 
other specialised 

* * 

14.3 

* * 

2.2* 

0.2 

0.3/ 

3.9// 

2.7 cc 

0.5 

-0.1 

1.6 

—2.6 

hospitals 

, . 

—7.2/ 

, , 

0.5* 

5.3 

2.7/ 

—1.0/7 

—1.4** 

1.7 

0.8 

, , 

—11.3 

Doctor’s cases 
Dwellings built 

2.4 

4.6® 




3.0 

3.6*® 

4.1*« 


3.5 

0.6 

• * 

with state help 
Dwellings built 
without state 

5.3* 

9.1 

12.1 

• • 

2.2" 

18.3® 

15.6 

5.3 

11.5 

—1.8 

6.9 

help 

—4.4* 

9.8 



—2.11 

very ** 
large 

2.8® 

29.7 

7.4 

3.2 

6.5 

—1.1 


(a) 1951-1961. (6) Average annual immigration 1951-61 as a percentage of the 1957 population, (c) 1957-1965. 
( d) Special schools, (e) Excluding clinics. Hospitals are defined as those with more than 20 beds, (f) Specialised hospi¬ 
tals are those dealing with tuberculosis, leprosy and infectious diseases. ( g ) National health survey data in November 1955 
and October 1965 converted into annual all nation data. ( h ) Financial years, (i) 1961-1966. (*) Annual average 1956- 
1966 divided by 1961 population. (/) Sum of primary plus secondary, (m) Number of pupils on rolls at end of school 
year, (n) Number of pupils on rolls at beginning of school year, (o) Number of teachers at the end of school year. 
Ip) 1955-1964 “Qiornate di degenza nell’anno esclusigli instituti dicura privati.” (q) 1958-1966. (r) Dwelling units finan¬ 
ced by state housing banks, (j) 1958-1965. (/) 1955-1964. (n) “Professeurs de I’eneignement official” only for 1955. 
(i>) 1958-1966. (w) 1950-1960. (jc) Average per cent 1960-1965. (q) Urban population is defined as number of people 
liv ing in towns of over 10,000 inhabitants. Figures for agglomerations do not inplude suburban communes with less than 
10,0W) inhabitants. 

( aa ) Mainland, Balearic Isles and Canary Islands; population calculated on 1st July, except for 1950 and 1960 where the 
figures are those of the Census on 1st December. 

(bb) Emigration of nationals and variation in the number of foreign residents does not include the return by air of mi¬ 
grants, of which the number is estimated at 900 In 1965. 

(cc) Number of cases(data incomplete) (dd) Patients in maternity homes, (anti-tuberculosis) sanatoria and leproseries 
/ Agfa incomplete). («*) Does not include all the establishments of the country, iff) Number of patients, (gg) Sum of the 
ome rows preceding. ( Mi ) The number of dewelling built without state help was 2,300 in 1955 and 36,600 in 1965. 
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World Bank Aid Doubles 

H R* VOHRA 


WASHINGTON: 

IN a cheerful annual report, the World 
Bank announces that its combined 
total of commitments to member count¬ 
ries amounted to $2,297 billion in the 
year ended June 30, 1970. The 

amount represented an increase of 22% 
on the previous years total, itself a 
record. It also means a doubling on the 
average of the previous five-year period, 
1964-68. 

When the World Bank President, Mr 
McNamara stated two years ago that he 
intended to increase World Bank's aid 
100 per cent, few people ever believed 
him. His statement was made against 
the background of an empty IDA trea¬ 
sury and a precipitate decline in Ameri¬ 
can aid. There were also other uncer¬ 
tainties including discouraging perfor¬ 
mance of many developing countries. 

The success Mr McNamara has achiev¬ 
ed in reaching his pre-determined goals 
reveals that he has not only stemmed a 
decline in aid which at the time seemed 
possible but in buttressing its loan base. 
This happy result could not. have come 
about without the influence he yields 
with rich, industrial countries. 

Low Rate of Interest 

His most outstanding achievement 
was the facility with which he negotiated 
the third replenishment of IDA to in¬ 
ject new funds into the most useful 
source of development finance at the 
new high rate of $800 million a year 
for three years, beginning late in 1971. 
IDA credits, it may be recalled, bear 
no interest and only a 3/4 per cent a 
year service charge. It is a supplemen¬ 
tary alternative to the Bank's own loans 
whose interest rate has risen from 6 1/2 
to 7 per cent during fiscal 1970. 

During the past 10 years IDA has 
made 221 commitments totalling$2.773 
billion in 55 countries for a variety of 
purposes which the Bank earlier was 
diffident to patronise. They included 
agriculture and education besides 
transportation, water supply, telecom¬ 
munications and project preparation. In 
this way the World Bank has helped to 
bring under improved cultivation over 
22 million acres of land across many 
Asian and African countries and helped 
to protect 12.67 million acres against 
floods. In addition, it has promoted 


development of land covering, 1, 797 
million acres. 

IDA has also helped build 15,030 
miles of roads in Asia, Africa and Latin 
Amercia. In four countries it has contri¬ 
buted to the improvement of rail-roads 
by the provision of more than 5,440 
freight cars besides passangcr cars and 
other equipment. 

The story of the benefits of IDA is 
endless. Its achievements arc tangible. 

Increase in Aid 

If IDA has grown in the last one year, 
so has World Bank's other member, 
International Finance Corporation, 
which aids private industry. It made 
investments totalling $111.8 million in 
1970. To give it further sure base, the 
Bank made a loan to it of $200 million 
during the year under review which 
incorporated and replaced $100 million 
loan made in 1966. 

One of the events of the year was the 
publication of the Bank-sponsored 
Pearson Report. Its main conclusion 
was that development was a, success 
and needed to be supported more firmly 
than before. So far as the Bank is con¬ 
cerned this was like carrying coal to 
Newcastle, It has pursued the main 
recommendation of the report even be¬ 
fore it was published greatly enlarging 
the quantum and scope of its Joans and 
credits. 

The Bank has been rewarded with the 
encouraging result showing that the 
combined gross domestic product of the 
developing countries increased 6.7 per 
cent in 1969. Their exports rose nine per 
cent. The Bank concurs with the Pear¬ 
son Report that “The developing 
countries are becoming increasingly able 
to use new capital, public and private, 
productively as their managerial and 
organizational capacity increases and 
as infrastructure projects initiated in 
earlier years come to fruition.” 

The report also enumerates continu¬ 
ing “constraints” to development. They 
include: 

* 

(a) the problem of access to markets 
of developed countries; 

(b) pressing need for high priority 
development projects in developing 
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countries and need for better employ¬ 
ment of their citizens; 

(c) inadequate mobilization of demos- 
tic resources and inadequate flow of 
external assistance and 

(d) the serious debt servicing problem 
with disturbing implications for the 
future. 

The Bank announces that it expects 
its activities to increase still further dur¬ 
ing the years to come and it counts on 
the cooperation of the developed and 
the developing countries. 

The review dilates on the Bank’s rela¬ 
tively new spheres of interest—agricul¬ 
ture, education, population, tourism- 
besides the old subjects transportation, 
electric power, water supply, telecom¬ 
munication and industry which have 
occupied its attention since its inception. 

Agriculture occupies the prime of 
place. Bank and IDA lending for 
agricultural development rose sharply 
to a new record level in fiscal 1970: 
32 loans and credits were given and their 
combined value totalled $412.9 mil¬ 
lion during the year. The gross total of 
funds committed for agriculture amoun¬ 
ted to nearly $2,000 million. About 
40% of this total was lent in the last 
two years. 

The report says: ‘ ‘ The rapid expansion 
of lending (to agriculture) reflects not 
only the special emphasis which the 
Bank has decided should be placed on 
this sector but also the recent emergence 
of encouraging new opportunities for 
the productive use of agricultural fi¬ 
nance.” 

Financing Education 

These opportunities include develop¬ 
ment of new high-yielding foodgrain 
varieties, the establishment of effective 
institutions for channeling investment 
credit to individual farmers and the 
successes achieved in programmes for 
the profitable expansion of livestock 
production.” 

Financing education likewise has re¬ 
ceived new impetus. About half of the 
total of $320 million allocated to educa¬ 
tion since 1962, was loaned in the last 
two years. 

It has come to be realized that there 
is need for improved educational facili¬ 
ties throughout the developing world. 
The shortage of trained manpower 
is one of the major impediments to 
economic growth in many countries. , 

The Bank believes, says the report, 
that improved educational facilities. 
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based on careful planning of education 
systems to make them relevant to stu¬ 
dents' subsequent employment opportu¬ 
nities and countries’ needs for skills 
“are among the soundest forms of 
investment to be made in the develop¬ 
ing world.” 

The Bank’s philosophy has the im¬ 
print of its President who has expressed 
similar sentiments in the past. The 
Bank’s educational lending is naturally 
attuned to promoting such educational 
processes which are closely connected 
with economic progress. It regards dis¬ 
proportionate emphasis on university 
education as a luxury which developing 
countries cannot afford. 

Among the newest areas for lending 
is population control. The Bank says 
that the high rates of population growth 
in many countries “can severely impede 
their economic development efforts.” 
Its new population Projects Department 
is a reflection of this concern and the 
belief that greater awareness is needed 
of the problems associated with excessive 


population growth. It is ready to 
assist member governments seeking 
help in developing population control 
policies or improving existing pro¬ 
grammes. 

Its first lending on this score was to 
Jamaica. It amounted to $2 million in 
June this year. It will help develop a 
family planning programme for women 
who have just given birth to a child. 
It will be used to extend Jamaica’s 
largest maternity hospital. Likewise, 
a five-year family planning programme 
has been recommended to Indonesia. 
But before it enters the field in any big 
way the Bank proposes to improve its 
own expertise on the subject. 

Another new subject of interest to 
the bank is tourism, already a major 
source of foreign exchange earning for 
many developing nations. It could 
acquire similar importance for others. 
The Bank’s approach to tourism is also 
guided by another consideration. Tour¬ 
ism is labour intensive. Its development 
can mitigate unemployment facing 


many developing countries. The Bank 
has, therefore, established a Tourism 
Project Department which is busy pre¬ 
paring sound projects and offering its 
expertise wherever it is needed. 

The established beneficiaries of World 
Bank Loans fared better than before 
due to larger available resources. These 
arc : 

(1) Public Services which received 
Bank and IDA loans totalling $1,315 
billion, a notable increase over last year’s 
total. This is due to the Bank’s recogni¬ 
tion that institution building is as im¬ 
portant as infrastructure, 

(2) Transportation received loans 
and credits totalling $660 million. They 
were made to 28 countries. This sum 
marked another sharp increase over 
that of the previous year. 

(3) Electric Power's share of loans 
and credits totalled <537.3 million in 
1970. Power lending remained a major 
sector of the Bank’s attention. 

Other substantial beneficiaries are 



The Plastic and Linoleum Export Promotion Council has awarded 
two shields toCaprihans India Private Limited for their export achievements during 1969-70. 
Caprihans hope to extend their award-winning performance over the coming years. 




SUNGLOSS 

Decorative Surfacing... 
the Council's Shield for 
the leading laminate 
exported during 1969-70. 



ratifies 

...the Council's 
Shield for the leading 
* PVC sheeting 
exported during 1969-70. 
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water supply and»scwage, telccommvini- and 5.1 per cent average for 1961-1965. 
cations, and, of course, industry. with population growth holding at 

2.5 per cent annually,-, the per capita 
Judging growth in developing nations j ncrcase j s estimated at 4.1 per cent for 
the Bank comes to the hearter'ng con- J969 as compared with 3.3 per cent of 
elusion that measured in current dollar lhe prev j ous ycar an d 2.5 per cent dur- 
terms it rose at a faster rate in 1964 j n 1951 - 65 . 

than in 1968 and previous years both in ..... 

overall and per capita terms. As the average price level is estimated 

to have risen by close to three per cent 
Preliminary data from 74 countries for the world as a whole, expansion in 

indicate an average six or seven per cent real terms was probably hel dback.to 3.5 

rate of growth in 1969. an improvement per cent overall and to some whatover 
on the 5.9 per cent recorded in 1968 uoe percent on a per capita basis. 

IFC Extends its Activities 


During the year ended June 30, 1970, 
the International Finance Corporation 
(IFC) continued to expand the volume 
and scope of its activities. It made in¬ 
vestments in enterprises in less deve¬ 
loped countries amounting to $ 111.8 
million, or approximately 20 per cent, 
higher than a year previously. Others 
invested $381 million in these businesses. 
These ventures thus provided a total of 
5493 million of new investment. 

There were 29 commitments, 21 of 
them of $1 million or more, to 28 enter¬ 
prises in 19 countries in Africa, Asia 
and the Middle East, Europe and Latin 
America and one to a regional invest¬ 
ment institution. The IFC broke tew 
ground by helping organise and finance 
a channel for investment by private 
enterprise in Yugoslav companies, the 
International Investment Corporation 
for Yugoslavia (IICY), and by a loan 
to increase the resources of a privately 
owned, regional institution: ADELA 
Investment Company, SA. 

Commitments made in the year under 
review raised IFC's total investment to 
$476.5 million in 153 businesses in 
43 countries. Others have invested 
$2,132.7 million in these ventures, 
making a total of $2,609.2 million. 

The IFC’s net income rose by more 
than a fifth to $9.2 million. Over the 
years, the return on investments in 
IFC’s portfolio has averaged 9.08 per 
cent per annum. 

Nineteen of IFC’s investments in the 
fiscal year ended June 30, 1970, were in 
manufacturing, five in development 
finance institutions, two in mining, two 
in tourism and one in a telephone com¬ 
pany. Some.$80.0 million, or 72 per 
cent, of its $ 111.8 million total commit¬ 
ments during the yeai helped finance 
manufacturing enterprises. Taken to¬ 
gether with investments of some $13.5 
million in financial institutions opera¬ 
ting at the local, national or regional 
level and using their funds chiefly for 
industrialisation projects, and $12.4 
million committed to mining projects, 
this means that appnoimtely 95 per 
cent of the funds committed by the 


Corporation in the year under report 
was directed towards industrial develop¬ 
ment. 

Of the $493 million committed jointly 
by IFC and others in fiscal 1970, some 
$2j9 million went to establish 13 new 
enterprises. Approximately $274 million 
was for the expansion of 15 existing 
enterprises, including replenishment of 
the foreign exchange resources of three 
development finance institutions. 

The Corporation’s manufacturing 
investments in fiscal year 1970 in¬ 
cluded enterprises in the following 
fields: paper and paper products, auto¬ 
mobiles, glass, ceramics, cement, textiles 
and fibres, polyethylene, aluminum and 
fertilizer. 

In all, IFC made investments in 19 
countries in fiscal year 1970. It made 
its first investments in Ceylon, the Re¬ 
public of China, the Democratic Re¬ 
public of the Congo and Yugoslavia. 
Its other investments were made in : 
Brazil, Chile, Colombia, Ethiopia, 
Greece, Honduras, India, Kenya, Korea, 
Malaysia, Mexico, Nigeria, Philippines, 
Tunisia and Turkey. 

IFC continued in fiscal year 1970 
to emphasise the identification and pro¬ 
motion of projects-. This included 
assistance in the organization and financ¬ 
ing of East Africa’s first large- 
scale paper industry, Panafrican Paper- 
Mills (EA) Ltd and the International 
Investment Corporation for Yugoslavia, 
During the ycar work continued on 
setting up a cement plant in Indonesia 
and the Corporation made a second 
investment of $37,500 in a pilot con- 
pany, Compania Pino Celusoa dc 
Centro America, SA (Copino), which is 
seeking to develop a large pulp and pa¬ 
per industry to utilise the resources of 
Honduras' Olancho forest preserve.. 

During thfryear IFC helped establish 
two development finance institutions 
and helped replenish the capital of three 
others. Its investments in these five 
institutions came to $31.5 million. 

One of the new institutions IFC 
helped set up during the year, the Inter¬ 


national Investment Corporation for 
Yugoslavia (IICY), is a’pioneering ven¬ 
ture that has exceptionally broad 
financial support. The IICY was estab¬ 
lished to organise joint ventures bet¬ 
ween private and Yugoslav enterprises, 
including arranging the financing of 
those projects as necessary. Fifteen 
Yugoslav banks supplied $3 million of 
IICY’s $12 million share capital and 
IFC $2 million. Thirty-nine banks in 
western Europe, the United States and 
Japan supplied the remainder. 

The other new investment institution 
IFC helped finance during the year, 
Societe Congolaise de Financement du 
Development, (Socofide), extended the 
Corporation’s activities to the Demo¬ 
cratic Republic of the Congo, a new 
member of IFC. Socofide also has a 
wide financial base. The Congo go¬ 
vernment and local investors subscribed 
55 per cent of Socifide’s $4 million capi¬ 
tal stock. IFC subscribed $750,000, or 
approximately 19 per cent. The remain¬ 
ing 26 per cent was subscribed by 13 
financial institutions in Belgium, France, 
Germany, Italy, Japan and the United 
States. The International Development 
Association, a member of the World 
Bank Group, extended a $5 million 
credit to Socofide. 

In supplying additional capital to 
established investment companies, IFC 
made its first commitment to a pri¬ 
vately financed international institu¬ 
tion operating regionally. This was a 
$10 million loan to ADELA Investment 
Company, SA, which provides capital, 
entrepreneurial and technical help to 
private enterprises in Latin America. 

IFC joined other investors in in¬ 
creasing the capital stock of two de¬ 
velopment banks: Societe Nationale d’ 
Investissement (SN1), of Tunisia, to 
which IFC committed $628,572 for 
new equity, and Corporation Finan¬ 
cier de Caldas, of Colombia where 
IFC took, up $112,182 of a new stock 
offering. 

In addition to co-operating with and 
supporting local development finance 
companies, the IFC collaborated with 
the following multinational institutions 
in providing capital for investment in 
developing countries during fiscal year 
1970 : ADELA Investment Company, 
SA, African Development Bank, Banco 
Centroamericano de Integration Econo- 
mica, East African Development Bank 
and Private Investment Company for 
Asia (PICA) SA. 

The IFC investment activities in 1970 
provided support for the efforts of its 
developing member countries to expand 
the capacity of their private sector to 
produce goods and services, to create 
new employment opportunities foe 
their growing p 0 pulatioo$|to strengthen 
their foreign trade position and to build 
new financial institutions. 
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Knowing how to do it 
is what we aim at—how 
to do it efficiently, econo* 
mically with our own 
indigenously developed 
technology. 

How to manufacture the 
full range of Catalysts, 
how to design a fertilizer 
plant, howto handle the 
complex technicalities—in 
short, how to plan a 
complete project from 
feasibility to fulfilment. 
Today after two decades of 
research and development 
we Know-How to do it— 
the complete Know-How, 
Feasibility studies of 
complete engineering, 
procurement or tender 


TO DO IT... 


evaluation, catalyst 
technology or complete 
fertilizer plants—our 
highly specialised services 
include all. 

Yes, we Know-How to 


psd 


self-reliance in 

fertilizer 

technology 


THE PLANNING A DEVELOPMENT DIVISION 

CIFT Building,, PO Sindrl. 0itt. Dlwnbad. Bihar. 
Tela: 6541/4 {Jharia), Grama: 'PLANDEV Sindri. 


THE FERTILIZER CORPORATION OF INDIA LIMITED 
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attractive terms for buyers 

The Government of India have got ready fertilizer stocks 
of Ammonium Sulphate, Urea, Ammonium Nitro Phosphate, 
Di-Ammonimn Phosphate, Calcium Ammonium Nitrate, Ammonium 
Chloride and NPK at various depots all over the country. 

These stocks of imported fertilizers are distributed through 
the State Governments, cooperatives, manufacturers and dealers. 

Facilities : The Government of India are now extending 
the following facilities to these buyers : 

1. 60 days’ credit will be provided to all manufacturers of 
fertilizers, cooperatives and to private parties who will lift 
100 tonnes or more of these fertilizers at a time. They 
will open an irrevocable letter of credit with a nationalised 
bank; 

2. Supply will be made to the cooperatives at a rate appli¬ 
cable to the State Government; and 

3. The consignees may themselves arrange transportation of 
the fertilizers purchased by them subject to the condition 
that the Government will reimburse the expenses to the 
extent of railway freight on production of a certificate in 
the prescribed form from the District Agricultural Officer 
or any gazetted officers nominated by him verifying the 
transportation of the fertilizer to the destination and also 
an attested copy of the receipt in case of transport by rail, j 

Supply Depots : The fertilizer stocks are mostly stored in the 
depots of the Food Corporation of India, warehouses of Central Ware¬ 
housing Corporation and State Warehousing Corporations of UTTAR 

PRADESH. HARYANA, PUNJAB, RAJASTHAN, GUJARAT, MADHYA PRADESH, 
MAHARASHTRA, TAMIL NADU, ANDHRA PRADESH AND MYSORE. 

Prospective buyers of the Pool fertilizers may contact the 
Managing Directors or the local officials of these Corporations. They 
can also contact: 

THE UNDER SECRETARY (Fwtllisw), 

MINISTRY OF FOOD & AGRICULTURE 

(DEPARTMENT OF AUfUCULTURI) 

KRISHI SHAVAN, NEW DELHI 
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Inaugurating the construction of 
the Salem steel project in Tamil Nadu 
last week, the Prime Minister said that 
this particular project would have been 
sanctioned three years earlier but for 
the drought conditions that had been 
prevailing in that state. Here is clear 
proof that Mrs Gandhi has ceased to 
care what happens to her or her govern¬ 
ment’s credibility. While one could 
easily see that she has an interest in 
countering the charge that the central 
government has approved the Salem 
project as part of the price the Prime 
Minister and her group feel that they 
must pay for the support of the DMK 
in Parliament, one must also wonder 
why she expects the public, or rather^ 
the informed section of it, to accept with¬ 
out demur her convenient re-writing 
of history, past or current. If the steel 
project in question had not been sanc¬ 
tioned earlier, despite the best efforts of 
Mr R. Venkataraman, who was Minis¬ 
ter for Industries in the Congress 
ministry of those days, it was only 
because there was no overwhelming poli¬ 
tical necessity for the central govern¬ 
ment then to yield to a demand the 
economic or technical grounds for which 
had not been firmly established. Now 
that the Salem project has become a 
reality, it would be pointless to revive 
old debates and it would be more to the 
purpose to express the hope that the 
actual implementation of the project 
at least would be strictly on the lines of 
optimal technical and economic 
soundness within the limitations of the 
project concept itself. 

* * 

By sacking three ministers, one of 
them a party stalwart, Mr Karunani- 
dhi, Chief Minister of Tamil Nadu, has 
only confirmed the fact that the 
doubts in the public mind about the 
integrity, financial or other, of the 
DMK leadership, whether at the level 
of government or at the party level, 
have grown too strong to be lightly 
treated as a political factor. The 
question now is whether the sacrificial 
offerings which Mr Karunanidhi has 
been obliged to make at the altar of an 
aroused public opinion would be 
accepted by the people of the state 
as a sufficiently far-going cleansing 
process. In my view, the pruning of the 
ministry has leftthe DMK more 
shaken tbanpurified. 


The Chief Minister himself is too 
cynical a politician to persuade himself 
into believing that the DMK has 
emerged the stronger for recent develop¬ 
ments in its internal politics. I hope he 
is also realistic enough to draw the 
moral that demagogy is necessarily a 
wasting asset for any party which seeks 
to govern in a state where the electo¬ 
rate is politically conscious and has 
a reasonable capacity for judging 
public issues. Mr Karunanidhi and his 
colleagues in the leadership of the 
DMK do not have much time to waste 
and although it is very likely that this 
party will be returned with a majority 
at the next general election, the people 
arc clearly becoming less and less wil¬ 
ling to take its professions at their face 
value. This means that, on any but 
a short-term view of its political future, 
the DMK ought to decide to mend 
many of its ways, particularly in terms 
of putting an end to practices on the 
part of powerful or influential men in 
the party which tend to bring the 
administration into disrepute. 

* # 

The 21st annual session of the All- 
India Newspaper Editors’ Conference, 
which met in Simla earlier this month, 
had a fine opportunity for dealing with 
the issue of the freedom of the press, 
not only as a general philosophical or 
political principle but also in its specific 
detail as a matter of current practical 
importance. Broadly speaking, it made 
good use of this opportunity. That it 
should have welcomed the Press Coun¬ 
cil’s verdict in The Tribune case was 
only natural. That it* should have 
expressed this opinion less in terms of 
a particular controversy which had its 
peculiar personal overtones and more 
in terms of the basic claims of a free 
press to function independently of 
official frowns or favours goes to its 
credit. 

While The Tribune affair took up 
a great deal of the time of the AINEC,' 
it was good to note that adequate atten¬ 
tion was also paid to the state of the 
prebs in Jammu and Kashmir. Enough 
was said on this occasion to prove 
beyond doubt that at no time during 
last 23 years had newspapers and 

E sriodicab in that state been able to 
fiction with reasonable freedom from 


political interference or even repression. 
While an attempt may certainly be made 
to explain this unfortunate situation in 
terms of the special circumstances of 
Jammu and Kashmir state, the result 
could at best be only a very partial 
explanation. What is indefensible is 
that successive administrations in the 
state had made no serious el fort at all 
to permit even such limited freedom of 
expression as was consistent with the 
legitimate requirements of security. 
On the contrary, successive heads of 
ministries in the state seemed to have 
found it only too convenient for their 
purposes to shut out ail criticism in 
newspapers and periodicals and to 
promote a subservient, if not servile 
press. Strong feelings were expressed 
at this session of the AINEC that the 
time was ripe for a team being deputed 
by this body to visit Jammu and Kash¬ 
mir and study the situation on the spot. 
This investigation is expected to be 
taken up and completed as early as 
possible. 

The Government of Himachal Pra¬ 
desh, which played host to this session 
of the AINEC, did so with commenda¬ 
ble zest and thoroughness. A part of the 
high spirits exhibited by it on this 
occasion was due clearly to its plea¬ 
surable anticipation of the state achie¬ 
ving the status of a full-fledged member 
of our federal polity shortly. Although 
the value of this development would be 
mostly psychological, there is no gain¬ 
saying the fact that it could release or 
stimulate positive and creative efforts 
in the people of the state and their 
leaders. That there is a genuine keen¬ 
ness on the part of the Chief Minister, 
Dr Y.S. Parmar, and others important 
in the government or public life of the 
state to address themselves with re¬ 
newed vigour to the task of developing 
industry in the region as well as agricul¬ 
ture and allied pursuits, particularly 
horticulture and livestock breeding, is 
obvious enough. Among the many 
facilities, which Himachal Pradesh or its 
leaders, seem to consider necessary for 
the further advancement of the region, 
is a first class newspaper which the 
people of the state may call their own. 
There are quite a few indications that 
the state government would welcome 
and assistfla^projedt for a'Hindi daily 
to be published from Simla. 

V.B. 
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INDIAN ENTERPRISE 
AND EXPERTISE 

Self reliance Is the keynote of our development. HEIL had the task of Import substitution even during 
the process of development. Sustained efforts at HEIL and the growth of supporting Industries have 
brought down the Import content to nearly 20%. Import substitution has become a practical reality 
at HEIL through which millions of Rupees have been saved In foreign exchange. 

HEIL knows how! 

The process of Indlanlsation of design and manufacturing techniques Is being carried out continuously. 
Today, even the precision tools. Jigs and press tools needed for the manufacturing programmes are 
produced at HEIL Itself. 

HEIL Exports! 

H. E. equipment Is already In operation abroad Motors, Controlgear and Capacitors In U.A.R.: II kV 
Switchgear In Iraq; Motors In Singapore and Micanite Insulations as part of commutators In Switzerland, 
U.S.A., Europe and Middle East. Some more orders for II kV Switchgear from Iraq, 33 kV Switchgear 
from Malaysia and Motors and Capacitors from U.A.R. are under execution. 

. ^ HEIL, increasingly Indian In enterprise and experitse, produces the whole 

range of electric equipment for generation, transmission and utilisation of 
PKL.; power : Turbines and generators. Condensers, Valves, Transformers, Switchgear, 
I WVA Electric traction equipment. Rectifiers, Capacitors, Controlgear, Motors... 

VI B® Jwm) products of distinction and well known for Quality and Rellabllty. 

REALLY SERVES . POWERFULLY 

HEAVY ELECTRICALS (INDIA) LIMITED, BHOPAL 

(A GOVT. OF INDIA ENTERPRISE) 


We'll find overseas customers lor you 






who you didn't know existed 


You have a product to sell. Somewhere, in a far-away count! y. 
there * a buyer who ia iotereated in your product. The STATE BANK 
can bring you together through its world-wide network 
of oflicea end correapondenta. 

Prodding op-to-date export market intelligence is only ons of 
tha many aervicea ths STATE BANK offsra to exportara.Tha 
STATE BANK alto provides complete financial eaaiatance to* 
all exporter*, big or tenet), end help* in processing documents* 


With the STATE BANK you get the beat of foreign trade know* 
how of both tho worlds—Indian and foreign. It commands the 
widest experience in handling foreign trade in India as wall as hi 
countries throughout tha world through ita cbmepondents 
and branch offfcee* 

for details. gat in. touch with Foreign Eachanga Oepartmantaof 
tha BTATE BANK pF INDIA* at Calcutta* Bombey.Medres. 

Now Delhi. K a n pu r , Ahmadabad and Hyderabad. 


STATE BANK International Division Bombay 
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TEXMACO WAGONS 

Texmaco started the export of wagons 
by shipping 480 units to East African 
Railways valued at over Rs 1.8 crorcs. 
Texmaco rolling stock exports raised 
the overall value of non-traditional 
exports. Clbse on the heels of its maiden 
success came a European order for ex¬ 
port of 500 all-welded flat cars to Hun¬ 
gary valued at over Rs 2.5 crores.Thc 
wagons were exported in 1967-68 and 
were very well received by the Hungari¬ 
an State Railways. The topmost techni¬ 
cal authorities in the country testified in 
writing to the quality and workman¬ 
ship of these wagons which were hailed 
as fully on par with their counterparts 
manufactured by the more 
sophisticated and technically advanced 
countries in Europe and elsewhere.s 
Confirming the Hungarians’ apprecia¬ 
tion, a repeat order was placed with 
Texmaco of a still larger magnitude for 
supply of 1,000 similar wagons valued 
at over Rs 3.80 crores, the largest 
single export order for rolling stock 
placed with any rolling stock manufac¬ 
turer in the countiy, 

CARBON BRUSHES 

In order to meet the increasing de¬ 
mand for carbon brushes it has been 
decided by the government to gear up 
the industry in the country and create 
more capacity for the manufacture of 
carbon brushes. Interested entrepre¬ 
neurs, including existing producers of 
carbon brushes have been asked to 
submit applications with complete 
particulars to the union Ministry of 
Industrial Development and Internal 
Trade, so as to reach them before 
October 31, 1970. 

UNLOADING OF FERTILISERS 

For the first time in this country 
unloading, bagging and stitching of 
imported fertiliser is now being done 
mechanically at the, Bombay port. 
The mechanical handling was tried out 
when the fertiliser vessel Tarpon Swift 
carrying 12,026 tonnes of Di-ammo¬ 
nium Phosphate in bulk arrived at 
Bombay on September 15. The cargo 
is discharged from conveyors which 
feed bagging, weighing and stitching 
machines. Thus, from the point of 
unloading from the ship to the point 
of stitching, all operations are done 
mechanically. The stitching is also 
much better than the manual. This 
iitnovation in technique can unload 
not only bulk fertiliser but also bulk 


Winds 

rock-phosphatc. If the arrangements 
can be extended to other ports also, 
the annual savings in foreign exchange 
will be very substantial. In view of 
the higher discharge rate which the 
innovation makes possible, the ocean 
freight is expected to go down at least by 
three dollars per tonne and the annual 
savings on freight in respect of fertiliser 
and rock-phosphate will be more than 
five million dollars. Bagging in the coun¬ 
tries from which we get the imports 
costs about 15 dollars per tonne and if 
mechanical handling arrangements are 
instituted at all the ports, it should be 
possible to get the one million tonnes of 
lertiliser and rock-phosphate which 
are now coming in bags as bulk. This 
will mean a saving of 15 million dollars 
on bagging alone. 

IND. ESTATES IN w. BENGAL 

Seven industrial estates in West 
Bengal are providing infrastructural 
facilities, cheap sites and common 
services including technical know¬ 
how to a number of small-scale indus¬ 
tries, mostly engineering, textile and 
chemical units. Five estates at Kalyani, 
Howrah, Baruipur, Saktigarh and Sili- 
guri are under the state government, 
while those at Behala and Bon-Hooghly 
are run by the central government’s 
Rehabilitation Industries Corporation. 
The estates were set up for promoting 
small industries and achieving overall, 
balanced regional development of small 
towns and villages. Biggest of these, 
the Howrah estate, covering an area 
of 13,13,920 sq. ft., with capacity of 
76 sheds, accommodates 45 units 
employing over 1,118 people. The 
Kalyani industrial estate, with a pro¬ 
vision of 24 sheds, was the first estate 
to be set up in 1957. It provides 
facilities to 17 units, employing over 
1,000 people. Nine units are operating 
in Baruipur Estate, which came up in 
1957-58 with a provision of 34 sheds, 
while three units are functioning at 
Saktigarh with a capacity of 20 sheds, 
constructed in 1961. 

SUPPORT PRICES FOR COITON 
In order to provide a greater incentive, 
to cotton growers in the country, the 
union government has decided to 
allow a uniform increase of five per cent 
in the support prices of all varieties 
of cotton during the cotton year 
1970-71. The exact support levels 
are being announced by the Textile 
Commissioner. The assurance given 
earlier that the government would be 


prepared to buy cotton offered for sale 
at support prices will continue to be 
effective for the current cotton year. 
On a review of the working of cotton 
policy for the cotton year 1969-70, it 
has been decided by the government to 
continue during the cotton year 1970-71 
regulation of marketing of cotton as 
hitherto. Suitable adjustment could be 
made, if and when necessary', from time 
to time, in the mechanism of stock 
control, credit control and contracts 
to discipline the prices in the course of 
the year, stated a press note issued re¬ 
cently. 

RUBBER PRICKS 

The union government has after 
considering the recommendation of the 
Tariff Commission in their report on 
the revision of the minimum prices of 
raw rubber, announced new rubber 
prices. The commission had recommen¬ 
ded that the minimum price of the 
standard RMA Crade-1 rubber be fixed 
at Rs 520 per quintal at the nearest dist¬ 
rict headquarters. It had also recom¬ 
mended that if government desired to 
fix the maximum price to the consumers, 
it may be fixed at 10 per cent over the 
the minimum price. The government 
has decided to accept and implement the 
minimum price recommended by the 
Tariff Commission with immediate 
effect for the standard RMA Grade t 
and corresponding prices for other 
grades. It has noj, however, considered 
necessary at present to fix the maximum 
price for this and other grades of rubber. 

COST STRUCTURE OF DRUGS 

The union Ministry of Petroleum 
and Chemicals and Mines and Metals 
has set up a working group to 
examine the cost structure of 25 
bulk drugs, whose maximum prices 
stand frozen at May 15 price level, with 
a view to fix fair selling prices for them. 

The group is headed by Mr N.N. 
Wanchoo, Chairman, Bureau of In¬ 
dustrial Costs and Prices and has as its 
members Mr G.K. Abhyankar; the 
Drugs Controller, Directorate General 
Health Services; Dr A. Seetharamiab, 
Directorate General Technical Develop¬ 
ment; Chief Cost Accounts Officer, 
Ministry of Finance or his nominee; 
Economic Adviser to the Ministry of 
Industrial Development, Internal Trade; 
Director, Central Drug Research Insti¬ 
tute; Mr Manmohan Singh, Professor 
of International Trade, Delhi School 
of Economics, Delhi University. Dr 
R.P. Gupta, Adviser (Drugs), Depart¬ 
ment of Petroleum and Chemicals will 
be the Member-Secretary. The Drugs 
(Prices Control) Order, 1970, issued on 
May 16, had given powers to govern¬ 
ment to fix the maximum selling prices 
of those 17 basic drugs in respect of 
which the Tariff Commission had re- 
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commended fair prices. In the case 
of other bulk dxugs, the manufacturers 
were asked not to increase the maximum 
selling price without obtaining the 
approval of the government. Accord¬ 
ingly, on May 18 the government issued 
a notification fixing maximum''selling 
price of 17 bulk drugs. Now the cost 
structure of the more important of the 
remaining bulk drugs is going to be 
examined. These drugs are: Sulphaceta- 
mide/Sod, Sulphaguanidine, Sulphadi- 
midine, Sulphathiazole, Sulpha Phena- 
zole, Sulphasomidine, Thiacetazone, 
Dapsone, DEC Citrate, Procaine HCL, 
Xylocaine, Aspirin, Phenacetin, Para¬ 
cetamol, Metamizol, Pethidine, Pheno- 
barbitone, Caflein and its salts (Citrate), 
Quinine & its salts, Vitamin B 1 , Nicoti¬ 
nic acid/amide, Beta Methasone, Gela¬ 
tine capsules. Transfusion Solution, 
and Diptheria Antitoxin. 


competition to its products possess from 
substitutes and from countries such 
as Pakistan which possess modernised 
machinery. For any losses suffered by 
the Industrial Finance Corporation in 
granting these subsidised loans to the 
jute industry, the central government 
stands guarantee to the extent of 80 per 
cent. 

FOREIGN TRADE IN JULY 

Exports in July 1970 amounted to 
Rs 91.81 crores and imports Rs 132.48 
crores, recording an adverse trade ba¬ 
lance to the tune of Rs 40.97 crores. 
The cumulative totals for the four 
months, April to July 1970, together 
with comparative figures for the corres¬ 
ponding period of last year are shown 
below : 

(Rs crores) 


RELIEF TO HOTELS 

Approval of hotels for the purpose of 
claiming various concessions under the 
Income-Tax Act, 1961 will now be 
accorded by the Ministry of Tourism 
and Civil Aviation. A press note stated 
that requests for such approval should 
be made to the Ministry of Tourism and 
Civil Aviation and not to the Ministry 
of Finance. The concessions relate to 
initial depreciation on new buildings, 
grant of development rebate on new 
plant and machinery at higher rates 
applicable to priority industries. 

TRADE WITH IRAQ 

Annual trade arrangements between 
India and Iraq for the period Septem¬ 
ber 1, 1970 to August 31, 1971 was 
concluded in Iraq on September 13, 
1970. The flow of trade between the 
two countries was noted with satisfac¬ 
tion and further Indian exports on 
traditional goods were envisaged. Im¬ 
ports from Iraq constitute mainly dates, 

MODERNISATION OF JUTE UNITS 

Fifteen jute units in West Bengal 
have been getting soft loans under the 
1 nd u st ri a 1 Fi nance Corpora ti on's 
scheme of special assistance to this 
export-oriented industry. Nearly six 
crores of rupees had been sanctioned 
under this scheme up to the end of 1969 
and more than a quarter of the total 
sanctioned had been disbursed. The 
loans are given on a subsidised rate of 
interest and a reduced margin. In April 
1968, the central government set apart 
initially Rs 5 crores for the grant 
of soft loans to the jute industry for the 
installation of modernised machinery, 
especially broad looms, to step up the. 
production of carpet backing cloth to 
meet the export demand. The objective 
has been to help the jute industry over¬ 
come its difficulties created by its old 
and obsolete machinery and intense 


Exports (includ¬ 
ing re-exports) 
Imports 
Trade Balance 


Cumulative totals 
for April to July 


1970 

1969 

431.84 

454.44 

535.57 

506.42 

-103.73 

—51.98 


IMPORT LICENCES FOR STEEL 

In view of the inadequate availability 
of steel in the country, it has been de¬ 
cided by the union Ministry of Foreign 
Trade to consider applications for addi¬ 
tional import licence for steel items from 
actual users during April-March, 1971. 
A list of items for which such applica¬ 
tions will be considered includes forging 
quality blooms and slabs, MS forging 
quality and all other carbon steel billets, 
including welding quality, 125 mm x 125 
mm and below. Plates including MS 
(semi-killed, fully killed and chequered), 
boiler quality and ship building quality in 
thicknesses 5 mm and above. BP, MS 
Sheets (hot rolled and cold rolled) in¬ 
cluding Tinmill black plate quality, 
in below 5 mm thicknesses. Hot rolled 
strips and skelp, in coils, of mild, high 
carbon or alloy steels (excluding stain¬ 
less steel). Electrical steel sheets/strips 
both transformer and dynamo grades. 
High carbon (containing carbon over 
0.4%), cold heading quality and alloy 
steel (excluding stainless steel) wire 
rods. 

EXPORT INSPECTION 

The Export Inspection Council in 
Calcutta has recently stepped up its 
operations in regard to quality control 
and pre-shipment inspection of export 
products. This council, which is the 
main agency of the government to 
ensure strict adherence to quality stand- 
dars for export products, now covers, 
in the Calcutta area, a wide range of 
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engineering goods, paints and allied 
products, chemicals and products, mjica 
footwear and fish and fish products. 
Plans are afoot to extend the council’s 
quality control and pre-shipment opera¬ 
tions to jute and jute products which 
occupy an important place in India’s 
export trade. The council’s laboratory- 
in Calcutta, well equipped on the mo¬ 
dern lines, carries out sample tests of 
these export products on a systematic 
and continuous basis. The officials of 
the council also make frequent visits 
to the concerned factories to ensure 
strict in-process quality control. The 
engineering products for which pre¬ 
shipment inspection is undertaken in¬ 
clude sewing machines, electric fans, 
bicycles and bicycle parts, diesel engi¬ 
nes, automobile spares and components, 
power driven pumps and electric 
cables and conductors. 

M.M.T.C. EXPORTS 

The exports of Minerals and Metals 
Trading Corporation are expected to 
go up to Rs 125 crores during the cur¬ 
rent year, an increase of almost 
40 per cent over last year, stated Mr 
L.N. Mishra, who addressed the annual 
general meeting of the Corporation. 
Even last year. MMTC had increased 
its exports by nearly 14 per cent to over 
Rs 90 crores. MMTC has been steadi¬ 
ly expanding its exports. The increase 
in the Corporation’s share of mineral 
exports and of total exports of the count¬ 
ry was significant last year. It might be 
even more this year. Mr Mishra praised 
MMTC for its efficiency in operations 
and service to customers. The Corpora¬ 
tion imports non-ferrous metals, some 
items of steel and raw materials for the 
fertilizer industry. The object of the 
Corporation was to supply these materi¬ 
als at reasonable prices to the indus¬ 
try in the country. The total imports 
by the Corporation would be about 
Rs 125 crores this year. 

Mr R.R. Bahl, Chairman, MMTC. 
presented the Directors’ Report to the 
shareholders on the trading activities 
of the Corporation for the year ended 
March 31, 1969. The Corporation had 
declared a dividend of seven per cent. 
The trade turnover of the Corporation 
was growing at a quick rate. This year, 
the Corporation would transact busi¬ 
ness only marginally short of twice its 
turnover last year. The total trade in 
1970-71 would be of the order of Rs 
250 crores. Mr Bahl outlined the im¬ 
portance of development of export of 
mineral ores for the country’s trade. 
The development of these exports, he 
mentioned, was essential to sustain the 
growth rate of seven per cent Tor the 
country’s export trade, which was 
aimed at during the fourth five-year 
Plan. 
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Company Affairs 


SIMCO METERS 

MR S. Narayanaswamy, Chairman, 
Simco Meters Ltd, told the sharehol¬ 
ders at the recently held annual general 
meeting that the company was trying to 
diversify by taking up production of 
electronic components, apart from the 
manufacture of meters. This was re¬ 
vealed by the fact that aggrcagate sales 
of the company came to around Rs 
94.43 lakhs out of which as much as 
two-thirds was accounted for by sale of 
meters. Mr Narayanaswamy indica¬ 
ted that the demand for both single 
and polyphase meters had improved 
considerably. The increased cost of 
raw materials along with non-avail¬ 
ability of certain crucial components 
such as magnets, screws and lamina¬ 
tions had considerably reduced the 
temptation of producers to make mas¬ 
sive tenders at uneconomic prices 
for single phase meters. The company, 
therefore, had preferred to concentrate 
on the polyphase meters for which the 
company’s order books were fairly 
full. 

Mr Narayanaswamy^ revealed that 
during the current year the share of 
electronic goods manufacture would 
increase in the total production pattern 
of the company as it had already estab¬ 
lished production of a wide range of 
instruments with the assistance of its 
collaborators, Messrs Eastern Elec¬ 
tronics (Delhi) Pvt. Ltd. In the context 
of the new licensing policy, which 
involved the production of new items 
onl> after obtaining specific industrial 
licences, the company had approached 
the government for diversification. In 
view of the fact that the sophisticated 
types of electrical equipment were also 
defence-oriented, the union govern¬ 
ment, Mr Narayanaswamy hoped, 
would be willing to permit foreign 
collaboration wherever it was consi¬ 
dered desirable. The company, there¬ 
fore, hoped to manufacture sophistica¬ 
ted electronic instruments on large 
scale. To facilitate this activity, chair¬ 
man stated, a research and develop¬ 
ment wing was proposed to be estab¬ 
lished to undertake new designs of 
sophisticated instruments and to keep 
pace with the rapid development in this 
special field of industiy. 

Simco Meters has been able to im¬ 
prove its financial position through 
careful husbanding of resources by 
its management. The chairman indica¬ 


ted that the company paid back the 
medium-term loan of Rs 6.66 lakhs 
taken from the United Commercial 
Bank well ahead of the repayment 
schedule. The company had provided 
a sum of Rs 6.43 lakhs towards develop¬ 
ment rebate reserve and had also 
contributed Rs 40,000 towards Com¬ 
monwealth Development Finance 
Company Ltd. repayment reserve, 
over and above the fund already ear¬ 
marked. With the reduction in the debt 
burden, the company’s interest out¬ 
going were bound to drop in the 
coming years and more of the com¬ 
pany’s earnings would be available for 
plough back and for building up of 
reserves. 

TATA CHEMICALS 

The directors of Tata Chemicals 
Ltd propose to maintain the com¬ 
pany’s equity dividend for the year 
ended June 30, 1970 at Rs 1.50 per 
share. There was a substantial in¬ 
crease in its grosss profit following an 
increase in sales to Rs 12.33 crorcs 
from Rs 11.75 crores. The company’s 
gross profit has risen to Rs 3.35 crorcs 
from Rs 3.12 crores. Out of the gross 
profit, depreciation claims Rs 75.11 
lakhs, taxation Rs 1.17 crores and 
development rebate reserve Rs 20 lakhs 
leaving a slightly lower net profit of 
Rs 1.23 crores against Rs 1.28 crores 
for the previous year. This surplus has 
been disposed of by transferring a sum of 
of Rs 1.21 crorcs to the general reserve 
and Rs 2.50 lakhs to the reserve for 
contingencies. The proposed preference 
and equity dividends aggregating Rs 
69.14 lakhs will be paid out of the 
general reserve. 

UCO BANK 

The United Commercial Bank Ltd 
proposes to undertake a new type of 
financial agency work. It has received 
compensation of Rs 8.30 crorcs on 
nationalisation of banks. The board 
of directors want to conserve a fair 
portion of this amount for starting 
several new financial services useful 
for the economic growth of the country. 
The company will function as a financial 
agency to enable people to build and 
buy homes. It will manage trusts per¬ 
form duties of trustees, executors and 
administrators, manage unit invest¬ 
ment trusts, render safe deposit vault 
service and work as agents. It will also 
do merchant banking including pro¬ 
motion of industries, underwriting of 


capital and investment and financing 
operations. It will provide short and 
medium term credit and receive depo¬ 
sits from its members. It will act as a 
discount company and acceptance 
house. According to Mr. B.T. Thakur, 
director of the company, the directors 
and their friends will first float a new 
company under the name of the United 
Commercial Finance Corporation with 
a small paid-up capital of Rs 25 lakhs. 
The capital would then be suitably 
raised with a view to accommodating 
the shareholders of the United Com¬ 
mercial Bgnk Lid and finally amalgama¬ 
ting the company. Such amalgamation, 
Mr Thakur says, wifi save shareholders 
from the trouble of solving their 
individual tax questions which they will 
have to face if the compensation 
amount is disbursed. Mr G.D. Birla 
has been invited to be the chairman of 
the proposed corporation, 

BAJAJ AiJTO 

Bajaj Auto Ltd has produced 
favourable results for the year ended 
March 3J, 1970 with a rise in its gross 
profit to Rs 1.93 crores from Rs 1.46 
crores for the previous year following 
a rise in sales to Rs 10.10 crorcs as 
against Rs $.27 crores last year. Out of 
the gross profit, depreciation claims 
Rs 41.44 lakhs and development re¬ 
bate reserve Rs 4.75 lakhs, taxation 
Rs 86.89 lakhs. The balance of Rs 
59.98 lakhs has been transferred to the 
general reserve. 'At the end of the year 
the company’s general reserve stood at 
Rs 1.22 crores and development re¬ 
bate reserve at Rs 44.15 lakhs. The 
directors have proposed to step up 
the equity dividend from Rs 10 to Rs 
15 per share for the year ended March 
31, 1970. 

MOHAN MEAKIN 

Mohan Meakin Breweries Ltd has 
reported improved performance during 
the year ended March 31, 1970. The 
directors have proposed to step up the 
equity dividend from 10 per cent to 12 
per cent. Sales have increased to Rs 
17.18 crores from Rs 15.36 crores. 
The company has earned a higher net 
profit of Rs 89.13 lakhs after providing 
Rs 36.56 lakhs for depreciation, Rs 
5 lakhs for development rebate reserve 
and Rs 152 lakhs for taxation. Gen¬ 
eral reserve gets Rs 71 lakhs. Dividends 
will absorb Rs 29.17 lakhs. The bonus 
shares issued on July 31, 1970, do not 
participate in the dividend. The direc¬ 
tors state that all the units worked 
satisfactorily during the year. New 
products were well received in the 
market. The company will have to face 
competition from the various breweries 
that have been set up recently and being 
set up in various parts of the country. 
The directors state that they will do all 
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that is possible to ensure that trade and 
popularity already achieved by the 
company's products are maintained. 
A new company under the style Mohan 
Rocky Springwater Breweries Private 
Ltd has been set up to undertake the 
work of setting up a brewery in 
Maharashtra. Mohan Goldwater 
Breweries Private Ltd went into pro¬ 
duction recently. A new company 
under the style Mohan Ethiopia Anglo- 
Industrial Enterprises Private Ltd 
has been set up in Ethiopia. The com- 

E will invest in this venture Rs 50 
by way of export of machinery and 
equipment. 

INDIA STEAMSHIP 

Mr A. Ramaswami Mudaliar, Chair¬ 
man of India Steamship Co Ltd, has 
told shareholders in his statement 
that the year ended March 31,1970 was 
a difficult one. It was a period of 
unending trouble, strife and setbacks 
all of which have contributed to a re¬ 
cession in world trade. There have 
been numerous port labour strikes 
throughout the world affecting the tra¬ 
ding results of shipping companies. 
There has been no improvement in the 
problem of berthing delays at the 
major ports. The company’s programme 
of replacing some of its ageing ships 
has begun to take a concrete shape. 
The company has purchased one 
second-hand ship, which is well equip¬ 
ped for the trades in which it is parti¬ 
cipating. The directors are consider¬ 
ing proposals for acquiring further 
vessels. Freight earnings amounted to 
Rs 12.64 crores during the year. 
During the year 35 voyages were com¬ 
pleted in liner services and eight voyages 
in the coastal services as against 33 
and two voyages respectively in the pre¬ 
vious year. The company has earned 
a higher net profit of Rs 47.89 lakhs. 
Allocations include: Rs 96.76 lakhs for 
depreciation, and Rs 34 lakhs for 
development rebate reserve. No pro¬ 
vision has been made for taxation 
against Rs 37.50 lakhs. General reserve 
gets Rs 47.89 lakhs. The equity divi¬ 
dend has been raised from eight per 
cent to 10 per cent, which will absorb 
Rs 24.75 lakhs. Preference dividends 
will claim Rs 1.63 lakhs. 

JAY ENGINEERING 

The gross profit of Jay Engin¬ 
eering Works Ltd for the year ended 
March 31, 1970, was Rs 70.89 lakhs. 
This contrasts with Rs 105.03 lakhs 
last year. The decline in profit is accoun¬ 
table by the very large bonus payments, 
including additional payments for 
previous years, which had to be made 
in the labour situation prevailing in 
Calcutta during the year, and to the 
uneconomic working of the sewing 
machine factory. The operations of 
the company had reached a new 


peak during 1968-69, but had a setback 
in the year under review, on account of 
disturbed conditions in the Calcutta 
units. The sewing machine factory 
suffered from serious labour indis¬ 
cipline throughout the year and was out 
of production in the last three months. 
Operations of the fan factory in Cal¬ 
cutta were also affected by militant 
labour agitation at the end of the year, 
and but for this, the results would have 
been much better. On the favourable 
side, substantial progress was made in 
operations of the Hyderabad factory. 
This unit, which has now been licensed 
to manufacture fans, is maintaining a 
rapid rate of growth. The fan factory 
at Agra is also making steady progress. 
The developments at Hyderabad and 
Agra bid fair for the stability and 

f rowth of the company’s future pro- 
ts. The sales of the company improved 
from Rs 14.5 crores to Rs 15.9 crores 
during 1969-70 in spite of the set¬ 
back in the Calcutta units. Exports 
amounted to Rs 1.5 crores; the export 
performance would have been still 
better if supplies had not been interrup¬ 
ted because of labour difficulties at 
Calcutta. The directors have reco¬ 
mmended an equity dividend of eight 
per cent, subject to the usual statutory 
tax deduction. 

SHIVAJI WORKS 

Shivaji Works Ltd proposes to issue 
fresh capital of Rs 18 lakhs com¬ 
prising 90,000 (9.3 per cent) cumula¬ 
tive redeemable preference shares of 
Rs 10 each and 90,000 equity shares of 
Rs 10 each. The proceeds of the fresh 
issue will be utilised for financing the 
company’s development and expansion 
plans. The new shares will be offered 
in the first instance to the existing 
shareholders as rights in the ratio of 
one preference share for three equity 
shares and one equity share for three 
equity shares held at par. A sum of 
Rs 2.50 per share is payable after four 
months of the date of allotment and the 
final instalment of Rs 2.50 per 
share after eight months of the date of 
allotment. Dividends for 1970 and 1971 
will be proportionate to the paid-up 
amount. 

PESTICIDES 

Pesticides Ltd which has recently 
obtained a licence to set up a beer 
plant with an annual capacity of 50,000 
hecto-litres in the company’s premises 
at Thana (Maharashtra) proposes to 
issue this year debentures of Rs 40 
lakhs and fresh capital of Rs 50 lakhs 
(comprising Rs 25 lakhs of preference 
shares and Rs 25 lakhs of equity shares.) 
The debentures will carry an interest 
of nine per cent and the maturity will be 
Seven to eight years. The preference 
shares will carry interest between nine 
and 10 per cent. The equity issue which 


will be rights issue will be offered to the 
existing shareholders in the first ins¬ 
tance at par. The portion of the rights 
issue not taken by the existing share¬ 
holders will be issued later to the 
public. The company’s present paid-up* 
capital is Rs 55 lakhs in equity. The cost 
of the proposed beer project is estima¬ 
ted at Rs 90 lakhs, which will be met by 
the issue of debentures and fresh 
capital. The beer plant is expected to 
go on stream early in 1972. Its turnover 
per annum will be about Rs J 
crores. Negotiations for import of 
technical know-how and bottling, 
plant are in progress. 

ORISSA CEMENT 

Orissa Cement Ltd has revealed that 
during the half-year period ended' 
June 30, 1970, its turnover increased 1 
to Rs 510 lakhs from Rs 481 lakhs for 
the corresponding period of 1969. 
The production and sales of cement for 
the period dropped to 201,000 tonnes 
and 192,000 tonnes from 230,000’ 
tonnes and 236,000 tonnes respectively 
for the corresponding period of 1969. 
But the business in refractories, RCC 
spun pipes and prestressed products 
was better. The production of refrac¬ 
tories rose to 44,644 tonnes from 
35,009 tonnes and sales to 41,442 
tonnes from 32,121 tonnes. The 
sates of RCC spun pipes was better 
at 5,242 tonnes compared to 5,008- 
tonnes and the production at 6,165 
tonnes compared to 5,370 tonnes. The 
production of prestressed products 
moved up to 2,246 tonnes from 2,211 
tonnes and the sales to 3,098 tonnes 
from 1973 tonnes. 


THE CALCUTTA ELECTRIC SUP¬ 
PLY CORPORATION LIMITED 

(Incorporated in England) 

Notice is hereby given that the 
Board of Directors of this Company 
have decided to recommend to stock¬ 
holders at the forthcoming Annual 
General Meeting that a Final Dividend 
for the year ended 31st March 1970 on 
the Company’s Ordinary Stock at the 
rate of 6fr percent gross less Indian 
Income Tax at appropriate rates be 
paid on the 18th November 1970 to 
those stockholders whose names are 
registered in the Company’s Stock Re¬ 
gister on the 5th October 1970. 

Applications for transfers received in 
this office before 12 o’clock noon on 
Monday 5th October 1970, will, if other¬ 
wise satisfactory, be registered at that 
date for the purpose of participation in 
the above Dividend. 

BY ORDER OF THE BOARD 
S.K. MITRA 
Secretary 

VICTORIA HOUSE, 

CALCUTTA, 16th September 1970 
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ADVERTISEMENT 

INDIAN CIGARETTE INDUSTRY 


Now—'The Full Facts Vs. Misleading 
Propaganda 


Introduction 

I welcome you to this press conference and thank you for 
having taken the trouble to come. There has recently been a 
great deal of attention drawn to the cigarette industry in 
India largely as a result of unsavoury propaganda by Golden 
Tobacco Co. As the Chairman of one of the leading Com¬ 
panies in the cigarette industry in India, I felt that the time 
had come when the Press and the public and the Authorities 
would welcome facts about the Industry rather than conti¬ 
nue to be fed with one sided propaganda. 

A. Industry Representation 

1. There are today ten companies in the cigarette indus¬ 
try and all these ten companies are members of The 
Cigarette Manufacturers’ Association formed in 
1967 including Golden Tobacco Co. 

2. The Indian Cigarette Manufactures’ Association is 
supposed to have been formed just prior to August 3, 
1970. To the best of my knowledge, the l.C.M.A. 
has as its promoter, prime mover and almost exclusive 
member, Golden Tobacco Co. and is also financed 
by Golden Tobacco Co. and is obviously being used 
as a platform for propaganda, if its recent activities— 
indeed its sole activities since its inception— are any 
evidence of its object and purpose. 

B. Golden Tobacco Co. Campaign—Their own performance- 

underlying Reasons for the Propaganda. 

1. Substance of the Propaganda 

Golden Tobacco Co’s campaign of vilification is 
commercially unethical and much of it is illegal, de¬ 
famatory and damaging. It is founded on distortion 
and suppression of material facts, false promises, and 
fallacious conclusions. In the words of some of the 
eminent jurists in the country, this campaign is clearly 
calculated to lower the reputation and tarnish the 
public image of India Tobacco Co. 

2. Golden Tobacco Co. —Performance 

It is the thesis of Golden Tobacco Co. that they can¬ 
not progress and prosper because of certain large 
manufacturers and those who have overseas share¬ 
holders. Here is the irrebuttable evidence by which 
the Press, the public and the Authorities can assess 
for themselves the true state of affairs. 

a. Shri Chatrabhuj Narsec, the ex-Managing Director 
has himself stated that Golden Tobacco Co., was 
started in a humble way with a very small capital. 

b . Sales/production performance of Golden Tobacco 
Co. between 1948 and 1968 in the context of the entire 
Industry (Government statistics) is as follows :- 


Golden’s Sales—Produc- % Increase %Increase 

tion—Millions Cigarettes Golden Industry 

1948 1968/69 

70 8040 11500% 225% 

c. Golden Tobacco Co’s sales/production increase over 
last ten years compared with that of the Industry as a 
whole is as follows ; 


Golden—10 yrs. Industry Golden— 
% Increase -—10 years AVG. 

% Increase Annual % 
increase 


Industry 
AVG Annual 
% increase 


526.4% 


113.1% 52.6% 11.3% 


d. Golden themselves advertise PANAMA as follows : 

(a) Available from Kanya Kumari to Kashmir. 

(b) As the largest selling cigarette in its class. 

e. Golden Tobacco Co’s financial performance is as 
follows (year ending 30th June):-* 


(In Crores of Rupees) 



1967 

1968 

1969 

Comments 

Issued Capital 

.60 

.60 

1.80 

Bonus Rs. 

(Ordinary) 

Capital Employed 

7.49 

7.59 

9,05 

1.20 

Gross Profit 

1.93 

2.50 

3.07 


Financial % Ratios 

%Gross Profit to 

7.85 

7.77 

8.11 

Highest in 

turnover 

%Gross Profit to 
Issued Ordinary 
Capital 

321.00 

* 

417.00 

171.00 

the industry 

-do- 

%Gross Profit to 
Total Equity 

79.42 

86.50 

83.92 

-do- 

%Gross Profit to 
Capital Employed 

28.57 

35.84 

36.02 

-do- 


/. Golden Tobacco have already in their own words 
implemented two substantial expansions and have 
only recently been sanctioned yet another substantial 
expansion amounting to over 50% of their present 
fully utilised installed capacity. 

3. Golden Tobacco Co s Prosperity—Shareholders 

1 and, with me, India Tobacco Companies wish Gol¬ 
den Tobacco Co. continued and increased 
afTluence. Indeed, India Tobacco Companies 
would at all times be willing to co-operate 
with them and to assist them should 
such assistance be required in consonance with com¬ 
mercial ethics and equity. We wish all of Golden 
Tobacco Co’s 13/14 shareholders, of which 13 belong 
to one family, perennial prosperity. 

4. Summary of Performance 

The above facts, which beyond doubt or dispute, 
conclusively and categorically prove that no manu¬ 
facturer with or without overseas shareholders has 
in any way impaired or impeded the progress and 
prosperity of Golden Tobacco Co. 

5. Golden Tobacco Co's Role in the Cigarette Industry 

It has been the claim of Golden Tobacco Co. that 
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they champion the cause of the “indigenous sector” 
of the cigarette industry. I place the following rele¬ 
vant. facts before the Press and the public and the 
Authorities : 

(a) Golden Tobacco Co. have played no part in letting 
the Indian public sha e their substantial prosperity. 

(b) Golden Tobacco Co. have played no creative part 
in the development of exports. 

(c) Golden Tobacco Co. have played no creative part 
in the development of import substitution. 

(d) Golden Tobacco Co. have played no part in posi¬ 
tively and significantly assisting the tobacco far¬ 
mers. 

(e) Golden Tobacco Co. have played no part in en¬ 
couraging collective bargaining and the Trade Union 
movement. 

6. Analysis of Underlying Reasons for Golden Tobacco 

Co’s Propaganda 

l would request the Press and the public and the Au¬ 
thorities to carefully consider the following : 

(a) That having grown at a phenomenal rate, far 
exceeding that of the Industry, a company could 
monopolise the Industry by restricting compe¬ 
tition. 

(b) That undue and unfair advantage could be taken 
by a company of a vacuum that would artificially 
be created if other organised manufacturers are 
prohibited or restricted- in their production, in 
keeping with the natural growth of the Industry. 

(r) That no company could be allowed to overlook 
that public participation is a factor requisite to 
the growth of a company which has entered into 
the area of big business. 

(d) That no company could be permitted to ignore 
the basic commercial principles that ultimately 
in the consumer goods industry, a manufactu¬ 
rer’s success must be based on serving the consu¬ 
mer and giving him the very best value for 
money. 

C. The Propaganda—Its Validity 

It is reasonable to presume and apprehend that an 
unsavoury propaganda would cause following wrong 
impressions, will enable the Press and the public and 
the Authorities to make their own impartial assess¬ 
ments of its fallacies, falsities or otherwise of the pro¬ 
paganda. 

Propaganda Hem No. 1 Is the Propa¬ 

ganda True 
or False 

Because of overseas shareholders 
there is only drainage of FOREIGN 
EXCHANGE FALSE 


FACTS 

1. India Tobacco Companies started exports as far back 
as 1933, Indian Leaf Tobacco Development Co. Ltd. 
was created in 1908 and reorganised in 1928. 

2. Between 1958 and 31-3-1970, India Tobacco Com¬ 
panies which include its sister concern Indian Leaf 
Tobacco Development Co. Ltd. earned NET FOR¬ 
EIGN EXCHANGE of Rs. 66.14 CRORES, 
after deducting dividend/profit remittances from 
foreign exchange earnings. 


3. As India Tobacco Companies have developed NET 
FOREIGN EXCHANGE earnings, (Le. export ear¬ 
nings less dividend remittances) have also continued 
to increase as follows ; 

In Crores of Rupees 
1959 1969 

NET FOREIGN 

EXCHANGE EARNED Rs. 4.70 Rs. 9.56 


4. India Tobacco Companies pay no royalty, know¬ 
how, or collaboration fees of any kind to anybody. 


Propaganda Item No. 2 la the Propa¬ 

ganda True 
Or False 

That a foreign or other Mono¬ 
poly exists in India in the ciga¬ 
rette industry FALSE 


Facts 

India Tobacco Companies do noi constitute mono¬ 
polies in Law or in fact. 

2. None of the three companies having overseas share¬ 
holders have any shareholding in each other. 

3. India Tobacco Companies have no shareholding in 
Vazir Sultan nor Vazir Sultan in India Tobacco 
Companies. 

There is no inter-connection between India Tobacco 
Companies and Vazir Sultan. There are no common 
directors or common management between India To¬ 
bacco Companies and Vazir Sultan. There are no 
common arrangements between these companies 
besides normal commercial arrangements. These 
have been confirmed by eminent jurists. These are 
also not peculiar to these companies only. 


Propaganda Item No. 3. Is the propaganda 

True or False 

That International brands are 
sold by India Tobacco Compa¬ 
nies FALSE 

Facts 

1. No International brands sell in India other than those 
that are smuggled in like some other imported consu¬ 
mer goods. 

2. All the brands sold by India Tobacco Companies are 
owned by them and have been (wherever legally pos¬ 
sible) duly registered in their name under the Trade 
Mark Law, most of these have also been in use by 
India Tobacco Companies since several decades, on 
their own rights. 

3. India Tobacco Companies pay no ROYALTY, 
commissions or any consideration in or outside India 
for the use of its brands/trade marks. 
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No. 4. 


fa the Propaganda 
True or False 


That in the last four decades, 

200 indigenous cigarette com¬ 
panies have been wiped out, 
mostly before Independence, 
six of them after Independence 
and six others are limping 
along. FALSE 


12. Last but not least. Golden Tobacco Co. themselves 
amassed gross profits to the tunc of Rs. 1.93 crores* 
Rs. 2,50 crores and Rs, 3.07crOres for the year end¬ 
ing 30th June 1967, 1968 and 1969, respectively. 

Propaganda Item No. 5 Is the Propaganda 

True or False 

There is a great deal of idle capacity 
in the wholly indigenous sector of 
the industry FALSE 


Facts 

1. Until the enactment of the Industries (Development 
and Regulation) Act 1951, there was no registration 
of companies in the industry. The figures are mani¬ 
festly fictional and meant to confuse the real issues. 
The entire sale of the industry prior to the Second 
World War was only around 500 million cigarettes 
per month and even if 50 million cigarettes per month 
are taken as the smallest economic unit cigarette 
industry then could not possibly have accommodated 
any more than 10 or so manufacturers. 

2. India Tobacco Companies have never merged or 
amalgamated with or bought over a single indige¬ 
nous undertaking in 60 years of operations, far less 
have they been responsible fo^ wiping out any such 
undertaking. 

3. There were only eight indigenous companies seriously 
competing in the cigarette industry prior to independ¬ 
ence, and all eight were still in existence after Indepen¬ 
dence and were registered under the Industrial (De¬ 
velopment and Regulation) Act 1951. 

4. One further Indian company came into business 
around 1967/68 and is flourishing. 

5. There are, today seven indigenous companies, opera¬ 
ting in the cigarette industry. 

6. A strictly regional company which is a proprietary 
concern has approximately 28% of the market in 
City in which it operates. The turnover of this com¬ 
pany in one city area alone for the last three years 
has been as follows : 

1967/68 1968/69 1969/70 

54 lakhs 72 lakhs 90 lakhs. 

7. Another company has an issued capital of only Rs. 20 
lakhs and for the year-ending 31st August, 1968 its 
turnover was Rs. 1.18 crores. 

8. Another company dealing in speciality goods and se¬ 
lling Irom its own shops has been doing extremely 
well and has reasons to be satisfied with its perfor¬ 
mance. 

9. Yet another company was doing very well until the 
middle of 1967 when unfortunately labour troubles 
resulted in a lock-out for approximately 3/4 months. 
However, its shares are quoted on the market at 1.5 
times par value which would not be possible without 
a satisfactory performance. 

10. The only company which is unfortunately not doing 
so well is unable to sell its main brand against the 
direct competition of Golden Tobacco Co’s ciga¬ 
rettes. 

11. Another company suffered a setback primarily due 
to termination of manufacturing arrangements by 
Golden Tobacco Co. with it. 


Facts 

1. Golden Tobacco Co. have been working three shifts 
since 1959 and have been fully utilising their installed 
capacity. They have already implemented two and 
have been granted a further substantial expansion. 

2. Another company with basically regional operations, 
manufactures approximately 40 million cigarettes per 
month, which is about as much as it is capable of 
selling in and around one city. 

3. Another company making speciality cigarettes is ma¬ 
nufacturing to the full extent of available consumer 
demand. 

4. Another company is not only manufacturing to its full 
capacity on a three shift basis but is likely to be taking 
advantage also of the 25% allowed to it without Go¬ 
vernment sanction. 

5. Another company began utilising ils full capacity by 
1963/64. Towards the end of 1964 it obtained a very 
substantial expansion of 118% of its registered capa¬ 
city and continued to expand utilising its increased 
capacity. However, as already indicated, a prolong¬ 
ed lock-out in 1967 impeded its progress. Upon 
request, India Tobacco is assisting it on its road to 
revival. 

6. Another company has the capability of manufactu¬ 
ring approximately 8.4 million cigarettes per month. 
However, its brand is unable to face the direct com¬ 
petition of Golden Tobacco Co's brand. 

7. Another company with which Golden Tobacco Co. 
terminated their manufacturing arrangements is 
capable of producing about 40/50 million cigarettes 
per month and is currently manufacturing approxi¬ 
mately 20/25 million cigarettes per month. Upon re¬ 
quest, India Tobacco is extending it the necessary 
help to enable it to revive. 

Propaganda Item No. 6 Is the Propaganda 

True or False. 


That foreign capital controls 

80 % of the cigarette market FALSE 


Facts 

There are three Companies having overseas sharehold¬ 
ers. India Tobacco was during the last financial year in¬ 
creased Indian participation to 25.18%, has made a 
commitment to increase it further to 40% and this 
process will continue. Another company has 35% 
Indian participation already and has made a pro¬ 
posal to the Government whereby the company will 
become a completely Indian Company with Indian 
participation increasing to 51%. The third com¬ 
pany has also made a commitment to increase the 
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Indian participation to 40%. 
thus be summarised as follows : 

The 

position may 


Present 

Committed/ 

Proposed. 

%Sharc of Indian Capital in 
industry 

42% 

60% 

%Production generated 
by Indian capital 
‘'{Capacity commanded by 
Indian capital 

47% 

58% 

47% 

60% 

% Share of market turnover 
commanded by Indian ca¬ 
pital 

52% 

62% 


Propaganda Item No. 7 Is the Propaganda 

True or False 


That because of certain companies 
other companies cannot prosper FALSE 

Facts 

1. Golden Tobacco Co. representing the larger sector 
have had the following performance for the year 
ending 30th June : 

(In Crores of Rupees) 

1967 1968 1969 

Total ownership capital 3.43 3.89 4.67 

Gross profit 1.93 2.50 3.07 


Golden Tobacco Co., were responsible for a NET 
LOSS in FOREIGN EXCHANGE to the country 
of approximately Rs. 1.14 crores. 

b. Between 1959 and 31-3-1970 India Tobacco Com¬ 
panies exports amounted to Rs. 79.13 crores and bet¬ 
ween 1968 and 31-3-1970 to Rs. 31.04 crores with a 
current average of Rs. 10 crores per year: Between 
1959 and 1969 Golden Tobacco Co’s exports 
amounted to an average of only 7 lakhs against their 
average imports of Rs. 21 lakhs per year between 
1961 and 1969. 

c. As India Tobacco Companies business has deve¬ 
loped the export earnings have also increased as 
clearly shown by the following : 

(In Crores of Rupees) 
1959 1969 


Rs 

INDIA TOBACCO COMPANIES’ 

EXPORTS 4.81 10.97 

The exports achieved by India Tobacco Companies 
have the active support and assistance of its over¬ 
seas shareholders. 

d. The position on average annual imports between 
1960-61 and 1969-70 is as follows : 


ITC Golden 


2. Taking another company which can be construed as 
being in the middle sector the position for the year 
ending 30th June is as follows : 

(In Crores of Rupees) 

1967 1968 


Equit) (lssue-}-reserves) 1.31 1.44 

Gross Profit 0.80 0.87 

3. Taking yet another company which could be consi¬ 
dered to be in the smallest sector of the Industry the 
turnover for the last three years and selling cigarettes 
in only one city area is follows : 

1967/68 1968/69 1969/70 

54 lakhs 72 lakhs 90 lakhs 

D. Contribution of India Tobacco Companies 

1 would like to tell you something about India Tobacco 
Co. of which I. as an Indian, feel very proud to be the Chair¬ 
man. 

1 would like to explain that the India Tobacco Companies 
consist of India Tobacco, the Indian Leaf Tobacco Develop¬ 
ment Company, Calcutta Cold Storages and the Delhi and 
Orient Tobacco Co. and the All India Tobacco Co. Genera¬ 
lly, these companies have single integrated business ope¬ 
ration. 

1. EXPORTS-IMPORTS—FOREIGN EXCHANGE 

a. India Tobacco Companies started exporting as far 
back as 1933. As already indicated between 1959 dhd 
31-3-1970 the India Tobacco Companies earned Rs. 
66.14 crores NET FOREIGN EXCHANGE after 
deducting the cost of imports and overseas sharehold¬ 
ers’ dividends. Against this between 1961 and 1969 


Average annual production of ciga¬ 
rettes in millions of owned brands 22,913 5,345 

Average annual imports in lakhs of Rs. 13 la- Rs. 21 la- 
rupees khs. khs. 


2. INDIAN CAPITAL—INDIAN EQUITY 
SHAREHOLDERS 


(In Crores) 


ITC 


GTC 


Original investment (includingpremium) Rs.6.00 Rs. 0.05 
Capital issued out of Profits/Issne .. 1.75 


Total 


6.00 


1.80 


Total Indian Equity Capital 
Number of Indian Shareholders 


9.11 

21430 


3.67 

13/14 


(i) India Tobacco Companies distributed on the latest 
position Rs. 40 lakhs to the Indian public. As 
opposed to this Golden Tobacco Co. distributed 
Rs. 28.9 lakhs on the latest position to their 13/14 
shareholders who (but for one) belong to the same 
family. India Tobacco has a larger Indian public 
capital commitment than any other company in the 
cigarette industry. 

(it) Golden Tobacco Co’s 13/14 shareholders have Rs. 
4.67 crores equity/ownership. 

3. MANAGEMENT 

India Tobacco is entirely professionally managed. 
None of the Directors have any proprietary interests. 
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4. GIVING VALUE TO CONSUMERS—SERVING 
ALL KINDS OF PURCHASING POWER 


(a) Here are some pertinent figures : 



1967 

1968 

1969 

I.T.C. %Gross Profit to 




Turnover 

5.50 

5.59 

5.40 

GTC % Gross Profit to 
Turnover 

7.85 

7.77 

8.11 


(b) It is relevant that 48.5 % of India Tobacco Com¬ 
panies sales are in the lowest priced category, where 
as onlyl 3.7% of Golden Tobacco Co’s sales are 
in this class. Therefore, India Tobacco Companies 
provide better value and service to consumers. 

5. IMPORT SUBSTITUTION 

(/) Here is a comparative picture of production and 
imports of all kinds including materials, spare 
parts, machinery etc., 

(In lakhs of rupees) 

Current Average Imports 
production imports per 
(In x 1961-69 million 
millions) cigarettes 

India Tobacco 28,800 13 lakhs Rs. 45.1 

Golden Tobacco Co. 8,000 21 lakhs Rs. 286.5 

(//) India Tobacco uses Rs 12/13 crores worth of ma¬ 
terials (including tobacco) currently and the total 
import of materials amounts to only Rs. 3 lakhs 
per annum. It is encouraging the indigenous manu¬ 
facture of even the small quantity of items not yet 
available in the country. 

(iii) Machinery 

India Tobacco Companies can claim that both 
Primary (tobacco processing) and Secondary 
(Making/Packing) machinery as well as spare 
parts are available in the country today entirely due 
, to its encouragement and effort. India Tobacco 
Companies have helped with finance, expertise, 
technical know-how, technical drawings/ blueprints 
of its own patents, engineering advice in and out¬ 
side the plant, technical literature, workshop ma¬ 
chinery, tools, jigs, fixtures ; raw materials; skilled 
workmen, civil engineering and draughtsmen, etc. 
Apart from machinery some 20,000 items of spare 
parts are manufactured in India today and the benefit 
of all this is available to every member of the indus- 
try. 

(/v) Materials 

India Tobacco Companies’ assistance has included 
technical know-how and expertise, research and 
development facilities, guaranteed offtake, estab¬ 
lishing quality control, finance and in a host of other 
ways which could all be testified to by their nume¬ 
rous suppliers. The result: AH originally imported 
materials, board for making packets has been locally 
available since 1945; cigarette paper since 1951; 
aluminium foil since 1954, transparent film for wra- 
packets since 1957; corrugated cardboard 
for transportation since 1962; filter tips since 

1963. 
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Although in 1951, India Tobacco Companies had 
to import Rs. 92.7 lakhs worth of material; their 
total materials import bill today is only Rs. 3 lakhs 
on using of Rs. 12/13 crores per annum, in spite of 
the using & having increased several times, 

6 DEVELOPMENT OF SMALL SCALE ANCILLARY 
INDUSTRIES 

Apart from the many* many suppliers of the main 
machinery and materials, INDIA TOBACCO COM¬ 
PANIES have assisted in the development of small 
scale industries numbering 43 in different States in 
India. 


7. RESEARCH & DEVELOPMENT 

The Research done by India Tobacco Companies 
started way back in 1928 particularly for the deve¬ 
lopment of leaf tobacco. Research establishments 
at Calcutta was started in 1952 and a new one was 
built at Rajahmundry for leaf tobacco research in 
1961. 

The Research establishment has a total strength of 
50 most of whom arc science graduates. The num¬ 
ber of highly qualified scientists including an ex¬ 
pert agronomist of international standing is 7. 
Fixed Assets investment has been made of the order 
of around Rs. 25 lakhs in Research Laboratories 
alone and recurring annual expenditure on Research 
and Development is of the order of Rs. 30 lakhs 
or more per annum. 

Research Export : A beginning has been made in 
exporting Research and Tcchpology built up over 
many years thus providing another avenue to earn 
foreign exchange albeit in a small way. 

Research Activities : These activities are highly 
sophisticated on a very wide front covering Re¬ 
search in leaf tobacco, consumer research, product- 
development research, material development re¬ 
search and import substitution research, etc. 

8. EMPLOYMENT—EMPLOYEES 

India Tobacco Companies have 12,000 permanent 
workmen and as tobacco is a seasonal crop another 
25,000 work during the season. They believe that 
their most valuable assets are their employees. Con¬ 
tinuous facilities are provided for their training. 
For example, a Technical Training Centre at Ban¬ 
galore, training programmes in all units and the 
Training School at Hunsur in Mysore. 

As a result, one-third of the Management are those 
promoted from unionised cadres, a fact which India 
Tobacco Companies are proud of. Further, India 
Tobacco Companies firmly believe in Collective 
Bargaining as a means to achieve healthy industrial 
relations as opposed to paternalism. They actively 
encouraged the growth of Trade Unions and were 
one of the first companies in India to start Long Term 
Agreements with their Unions. 

Golden Tobacco Co. employ approximately 1,350 
permanent workers on a production of around 8,000 
million cigarettes per annum compared with 12,000 
employed by India Tobacco Companies on a pro- 
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duction of around 28,000 million cigarettes of its 
own brands. Therefore, it will be seen that Golden 
maintain much lower employment ratio per million 
cigarettes compared with India Tobacco Companies. 
Golden Tobacco Co. have a basic minimum wage 
scale for General Workers starting around Rs. 30 
per month with a maximum basic wage for skilled 
workmen of around Rs. 107; a clerk starts at basic 
wage of Rs. 70 per month. Golden Tobacco have 
no unions. 

9. FOREIGN EXCHANGE — COLLABORATION— 

KNOW-HOW— ROYALTIES — TRADE MARKS 

—BRANDS 

India Tobacco Companies have no foreign colla¬ 
boration arrangements nor do they have any tech¬ 
nical know-how and/or goodwill agreements. NO 
MONEY either in rupees or foreign exchange is, 
therefore, spent, by India Tobacco Companies for 
these purposes. NO ROYALTY payments what¬ 
ever are made by India Tobacco Companies for the 
use of its Trade Marks or Brands, which are all ow¬ 
ned by the India Tobacco Companies in India. Every 
single brand is manufactured in India and Govern¬ 
ment rightly does not permit import of cigarettes 
for domestic use. 

10. AGRICULTURAL ECONOMY 

In 1920, India Tobacco Companies introduced the 
Virginia Flue Cured variety tobacco in India, started 
its cultivation and then developed its growing by 
independent farmers for domestic use and export 
purposes. Therefore, India Tobacco Companies can 
justifiably claim that as a result of their pioneering, 
development and extension work, India is today not 
only self-sufficient in tobacco for, domestic use, but 
also exports large quantities of it— a permanent and 
perpetual contribution to the self reliance of the 
country’s economy. They continued to do work which 
includes: 

(a) Development of new areas and their expansion. 

( b) Assistance in providing inputs such as fertilizer on 
loan, providing subsidised pure seed (currently 
around 8,000 kgs per annum — 1 kg adequate for 40 
hectares), supplies of coal, supply of pesticides, 
procuring barn materials, interest free loans and crop 
insurance. In all this work India Tobacco Com¬ 
panies utilise something like Rs. 40 lakhs per annum. 

(r) Field service to farmers through the season through 
trained people. There are 106 members of the Ma¬ 
nagement exclusively employed in the leaf opera¬ 
tions. 

(d) Research services including seed production, plant 
breeding/sclection, disease control, developing new 
strains, 'introduction of new varieties, fertilizers, 
pest control, agronomic practices, soil and water 
analysis, etc. In addition, a very comprehensive Ad¬ 
visory Service to farmers is also provided. The 
contribution made by India Tobacco Companies to 
the agricultural economy is well known in Govern¬ 
ment circles, and has been commended to others. 

11. INTERNATIONAL AWARDS/PUBLIC ACCLAIM 

I am proud of the fact that India Tobacco Companies 
were responsible for establishing the international 
quality of Indian Cigarettes. In the years 1968 and 


1970, their manufacture, INDIA KINGS cigarettes 
received Gold Medals and in the year 1970 SIMLA 
and WINDSOR cigarettes were both awarded Silver 
Medals and LEX cigarettes a. Bronze Medal in 
different categories— in the Monde Selection in 
Brussels. 

I am also proud that in India, India Tobacco Com¬ 
panies efforts have also been rewarded, as they richly 
deserve. India Tobacco companies received the Certi¬ 
ficate of Merit from the Ministry of Foreign Trade, 
Government of India for outstanding export perfor¬ 
mance. They have been further awarded the 
First Prize for their Report and Accounts by the 
Institute of Chartered Accountants of India, New 
Delhi, this year. 

12. PROFITS—SOCIAL RESPONSIBILITIES 

At the Annual General Meeting held on 6th August 
this year, I made the following comment: 

“1 must, therefore, in the first instance, disabuse 
you of any idea that the profit motive is the only 
central inspiration of your Board of Directors. 
We are concerned with profits (in the short and 
the long term) as the true measure of our perfor¬ 
mance — that we have maintained the organisa¬ 
tion in sound financial condition and have obtain¬ 
ed for the shareholders a proper return on their 
investment representing a fair reward for the 
contribution made. But we are also concerned 
with the well-being of the organisation in its 
totality as Industry is an organ of society speci¬ 
fically charged with the responsibility of orga¬ 
nised economic advance through making 
resources productive.” 

It has been disclosed in an answer to a question in the 
Parliament on Golden Tobacco Co. by the Hon’ble 
Minister for Company Affairs that Golden Tobacco 
Co’s paid-up capital for the year 1957-58, for which 
the earliest balance sheet is available, was Rs. 10 
lakhs, whereas the value of this company’s assets as 
per its balance sheet dated 30-6-1968 was Rs. 12.04 
crores. 

Conclusion 

It must be noted that Golden Tobacco Co’s increased 
intensity of vilification campaign coincides significantly 
with the publication of the Report of the Dutt Licensing 
Enquiry Committee, passing of the Monopolies Legislation, 
and clarification of the Government's policy regarding foreign 
investments in India I did express my earnest hope— and I 
repeat in all humility— that in facing up to the new diverse 
challenges, India Tobacco Companies will play their due role 
and discharge their social responsibilities with vision and 
dignity in keeping with their philosophy of commitment 
to India’s welfare and to her all-round development. India 
Tobacco Companies unequivocally stand by the Government’s 
economic and industrial policies. It is, however, essential 
to ensure that there is no exploitation of the climate that 
there is no usurpation of the responsibilities which rightfully 
reside in the Government, that there is, no sacrifice of the 
economic progress and development of our country, for the 
sake of commcrical adventurism and ambition, 

Extracts from the Statement by Sltri A.N. Haksar ; Chair* 
man, India Tobacco Company Limited, at a Press Conference 
in Ndw Delhi on SIst August 1970 . 
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Your cargo in our 
safe deposit vault! 


Air transportation is not just 
for small goods. We're anxious 
to tell you that we carry 
heavy and bulky cargoes across 
oceahs and .continents with 
skill, care and speed. 

On our palletised flights 
we carry seven thousand kilos 
on three pallets, all cabin loaded, 
in addition, we. carry four 
thousand kilos in our holds. 


We uplift heavy and massive' 
items of machinery, ships' 
spares and generators, 
computers and other delicate 
equipment, requiring very 
special handling. 

If you're fighting for time 
contact us. We'll fly your 
consignment on our palletised 
service swiftly, safely, efficiently.) 

Use Air-lndia<and profit! 


cargo by 

A/R-iND/Ayi 
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What makes an AMCO Battery 
stand out from the rest? 


BUILT-IN OUAUTY WITH SILViR COBALT 

Evary Amco Bttuiy Foohive Flat* is protected by a bard, super-tough coot ai double-ectloa 
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SIMCO METERS LIMITED 


' Sri S. Narayanaswamy’s Review 

Addressing the Ninth Annual General Meeting of the Company at 
the Registered Office of the Company at Tiruchirapalli, on Monday 
the 7th September 1970, Sri S. Narayanaswamy, M.L.C., Chairman 
said : 


Sri S. Narayanaswamy 

Gentlemen, 

l have great pleasure in welcoming 
you to this the Ninth Annual General 
Meeting of the company. The report 
and accounts for the year ended 31st 
March 1970 have been with you all for 
sometime. I will take them as read. 

I am most happy to say that our prior 
estimates and projections for the year 
1969-70 have in all instances been ma¬ 
tched by performance and indeed, our 
production and profit figures show that 
these have in some measure exeeded 
our expectations. The Balance Sheet 
and Report set out the details of our 
profits and allocations and it is not my 
intention to take you through them in 
the course of my observations this 
morning. I would like to say however 
that one of the most agreeable develop¬ 
ments of the year has been the change 
in the outlook for products that are 
supplied generally to Electricity Boards. 
I believe this is the direct result of 
allocations made to Electricity Boards 
in anticipation of the Fourth Plan and 
the subsequent announcement of the 
Fourth Plan and its larger allocations. 
These indicate that the Governments 
both at Centre and in the States are 
anxious to compensate for the period of 
slow down in the matter of electrical 
power generation and distribution and 
rural electrification programmes, which 
the country had to put up with for a 
short period of time after the expiry 
of the Third Plan period. This has been 
treated by many units of the corporate 
sector particularly by those engaged in 
catering, by and large, to the require¬ 
ments of Electricity Boards and Pro¬ 
jects in the country as a period of stock¬ 
taking and close review. 1 must say 
that many units in the Engineering in¬ 
dustry have been benefitted considerably 
by such a review, because it enabled 
them to secure economies in operation, 
cut back in production costs and what 
is far more important, secure diversifi¬ 
cation in production into other lines 


that enable them to reduce the vulnera¬ 
bility involved in producing goods that 
cater to one particular department of 
governmental activity. Thus, your 
company has among other things put 
through a diversification programme 
that has enabled us to fan out into 
Electronic Components. 

It must be a matter of very special 
gratification to the Shareholders of 
the company to note that in such a 
sophisticated field as Electronics, your 
company has already established pro¬ 
duction of a range of instruments. This 
we have been able to do with the assis¬ 
tance of our collborators, namely. 
M/s. Eastern Electronics (Delhi) Private 
Ltd. Our production caters to the re¬ 
quirements of colleges, Technology 
institutions and other educational insti¬ 
tutions, research laboratories apart 
from dealers in radios and transistors. 
It is our intention to enlarge the range 
of Electronic Instruments produced by 
the factory in the coming year. 

In the meantime, as a result of a shift 
in the licencing policy recently introduc¬ 
ed by the Government of India, produc¬ 
tion of electronic instruments can no 
longer be undertaken as a part of a rou¬ 
tine diversification programme. Such 
production can be undertaken only after 
obtaining specific industrial licences. 
Since, however, we were already pro¬ 
ducing Electronic Instruments before 
the change in the policy was introduced, 
we are permitted to continue the pro¬ 
duction of the said items of instruments 
subject, however, to their annual turn¬ 
over not exceeding Rs. 5 lakhs! 

The Government oflndia at the same 
time welcome and encourage industrial 
units undertaking manufacture of diffe¬ 
rent kinds of Electronic Instruments by 
speedv grant of industrial licences to 
them In view of the fact that sophisti¬ 
cated types of Electronic Instruments 
are also defcnce-orieneted, the Govern¬ 
ment of India would be willing to per¬ 


mit foreign collaboration, wherever it 
is considered desirable or necessary. 
A special cell has been created by the 
Government of India to co-ordinate 
the activities of the Ministry of Industries 
and Technical Development on the one 
hand and the Ministry of Defence on the 
other and to sponsor issue of industrial 
licences to those who come forward to 
establish production of sophisticated 
electronic instruments. 

Your Directors consider that your 
company should take immediate ad¬ 
vantage of the new policy and that your 
company should ajfply for the necessary 
industrial licence to manufacture sophis¬ 
ticated Electronic Instruments on large 
scale, instead of confining such produc¬ 
tion to a small range permitted by a 
diversification programme. 

To facilitate this activity, it is proposed 
to establish a Research and Develop¬ 
ment Wing which will help your Com¬ 
pany to quickly undertake new designs 
of sophisticated instruments and to keep 
pace with the rapid development in this 
special field of industry. 

At the same time, full advantage will 
be taken of the existing collaboration 
with Messrs. Eastern Electronics (Delhi) 
Private Limited to manufacture the range 
of instruments, in which they have al¬ 
ready acquired great proficiency. 

We have obtained Industrial Licence 
for manufacturing Polystrene Variable 
Condensers and Gang Condensers upto 
600,000 pieces per year. 

You will have observed from the 
perusal of the Profit and Loss Account 
that out of the aggregate sales of R$. 
94.43 lakhs, a little less than two- 
thirds is accounted for by sale of meters, 
while a little more than one third of the 
total production represents Electronic 
Components and other goods. Your 
Board of Directors is expecting that 
during the current year, the ratio of 
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electronic goods manufacture will be 
even higher than in the last financial 
year. 

Coming to Meters, I am glad to say 
that the demand for both single and 
polyphase meters has improved con¬ 
siderably over the previous year. It 
would appear that the ungainfulness of 
operation experienced by singlephase 
meter manufactures over a period of 
years has had its impact on the finances 
of the meter companies. It is now ob¬ 
served that the economic waste involved 
in indiscriminate tendering by a process 
of Dutch auctions has become painfully 
obvious to most manufacturers. The 
increased cost of raw materials, scarcity 
of crucial parts like magnets, screws 
and laminations have also considerably 
added to the general reluctance among 
producers to make massive tenders at 
uneconomic prices. Your company, 
however, has firmly set its face against 
making tenders at uneconomic prices. 
The have preferred to concentrate on 
the polyphase meters for which demand 
has increased considerably since the 
previous year. The Company’s order 
book is satisfactorily filled up and as of 
now, will keep us busy working 2 shifts 
for well beyond a full year. Meantime, 
there is very indication that Electri¬ 
city Boards require more of our pro¬ 
ducts, while the consuming market in 
Electronic Components is steadily 
widening. There is therefore every 
reason for this company to look forward 
with confidence to the future. 

The problem of raw materials conti¬ 
nues to hamper our operations and our 
major organisational effort is now being 
concentrated on securing raw material 
to enable us to keep to our time-tables 
of production. Shareholders are aware 
of the acute shortage of steel in this 
country, which itself accounts in the 
main for various shortages of materials 
which is experienced by this factory. 
Shortages of metals like copper and 
clectrolytically pure aluminium has 
been among the other major shortages 
that handicap mobilisation of raw 
material on the scale that will ensure 
the production line operating without 
interruption. Great as the difficulty has 
been, our production programmes have 
not been hampered so far. 

Another matter on which I would 


like to dwell is that your company has 
been able to achieve a degree of financial 
liquidity normally very difficult to reach 
in an engineering industry such as ours, 
which has to keep quite large stores of 
inventories. Our liquid position has 
enabled us to reserve a sum of Rs. 12 
lakhs for amortising the Joan taken by 
us from the Commonwealth Develop¬ 
ment Finance Co. Ltd. at the very in¬ 
ception of our operations. This sum 
has been kept in a separate Bank Ac¬ 
count though this could have well been 
utilised by us towards working capital, 
I am glad that this has been made possi¬ 
ble by careful husbanding of the re¬ 
sources by the company’s manage¬ 
ment. As mentioned in the Annual 
Report, we have fully paid back the 
medium term loan of Rs. 6.66 lakhs 
taken from the United Commercial 
Bank, well ahead of the repayment 
schedule. 

The Commonwealth Development 
Finance Co. Ltd. and the United Com¬ 
mercial Bank have been the Good 
Samaritans of the company and it is a 
matter of no small gratification to me, 
as I dare say it is to you, that we have 
done even better than keep to time tables 
of redemption of the loans given by 
these institutions. 

The major features of the Balance 
Sheet now before you for adoption are, 
that it has been completely cleaned off 
all intangible assets by our being able 
to write off preliminary expenses, under¬ 
writing commission, share issue ex¬ 
penses, all of which under normal 
accountancy procedure appear as assets 
in the balance sheet. 

We have been able to provide a sum 
of Rs 6.43 lakhs towards Development 
Rebate Reserve and also contribute Rs 
40.000 towards CDFC Repayment Re¬ 
serve over and above the fund already 
earmarked. Our taxation liability pre¬ 
sently is small and this has been taken 
care of in the allocation. I am glad it 
has been possible to increase the Equity 
Dividend to 10% during the year. 
All these have been made possible by 
the increase^ tempo of the company’s 
business, which shows an increase of 
47% over the turnover of the previous 
year. With the reduction ip the debt 
burdens, the company’s interest out¬ 


goings are bound to come down in the 
coming years and more of the com¬ 
pany’s earnings would be available 
for plsough back and for building up 
of Reserves. 

I now move for adoption of the Ba¬ 
lance Sheet, Profit and Loss. Account 
and the Annual Report and in doing so, 
shall be glad to answer any question 
from shareholders. 

I thank you for your forbearance. 

This does not purport to be a report 
of the proceedings of the Annual Gene¬ 
ral Meeting. 


THE CALCUTTA ELECTRIC SUP¬ 
PLY CORPORATION LIMITED 

(Incorporated In England) 

7|% DEBENTURE STOCK, 1980 
INTEREST FOR THE HALF-YEAR 
ENDING 14TH OCTOBER, 1970 

Notice is hereby given that interest 
at the rate of Rs 38.75p (less Indian 
Income Tax) per Rs 1,000/- of Stock 
will be paid on 15th October, 1970, 
to Debenture Stockholders registered in 
the books of the Company.on 2nd Octo¬ 
ber, 1970. Applications for transfers 
received at the Company’s Office at 
Victoria House, Post Box. 304, Chow- 
ringhee Square, Calcutta, upto 2nd 
October, 1970, will, if otherwise satisfa¬ 
ctory, be registered at that date for the 
purpose of participation in the above 
interest. 

Debenture Stock Transfer Books will 
be closed from 3rd October, 1970 to 
14th October, 1970, both days inclusive. 

By Order of the Board, 

S.JC. Mitra, 
SECRETARY 

Victoria House, 

Calcutta, 11th September, 1970. 
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THAT’S ENGLISHELECTRIC 


PLATING A LEAD ROLE IN INDIA’S 

POWER DEVELOPMENT 


And' that’s why ENGLISH ELECTRIC 
equipment is right now controlling and 
protecting most of the major power 
installations throughout India. ENGLISH 
ELECTRIC’S guarantee of quality means 
100% safety and reliability. 

HOW? By rigid compliance with inter¬ 
national standards ensured by continuous 
investigations in the test and develop¬ 
ment laboratories at the Madras Works. 

GUARANTEE OF QUALITY AND 
RELIABILITY: ENGLISH ELECTRIC have 
played a noteworthy part in the standardi 
sation of Switchgear and Controlgear 
in India. ENGLISH ELECTRIC H.R.C. 
Fuse-links are ISI certified, the first to 
aohieve such distinction. The ultimate 
reliability of ENGLISH ELECTRIC equip¬ 
ment is ensured by quality control of all 
raw materials and processes coupled 
with meticulous inspection at all 
stages of manufacture. 

For instance, sophisticated relays are 
assembled and tested in dust-free air- 
conditioned atmosphere to ensure pin¬ 
point accuracy and utmost reliability. 
Superb and extremely durable paint 
finishes art achieved by comprehensive 


metal treatment comprising degreasing, 
pickling and phosphating processes. 

Every item of equipment is subjected, 
prior to despatch, to thorough mechanical 
and electrical tests and carefully checked 
against customer order specifications. 

ENGLISH ELECTRIC'S reputation, for 
quality and reliability is backed by un¬ 
rivalled research facilities and experience 
gained under diverse operating conditions 
throughout the world. 



CNOLISH ELECTRIC SSkV Control A Rttoy Bottdtxpotttd 
from India to Yanhea Electricity Authority. Thailand — 
a typical example of CNOLISH ELECTRIC design end 
craftsmanship meeting international standards , 


ENGLISH ELECTRIC 


\ 

CONTROL AND RROTICTIOW 
MOURBIMIHCM 


THE ENGLISH ELECTRIC CO. 
Of INDIA LTD. MADRAS*43, 
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a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

" “ y GWALIOR SUITING 

QWALIOR SUITING-MEN ARE MEN WHO HAVE AN EYE or ORIGINALITY 
AVAILABLE IN DELHI AT : 

Mills' Retail Depot* A-25, Connaught Place; Sylco, ll-E, Connaught Place; Bhagiratlwial A 
Sons. Opp. Bank of India, Chandni Chowk; Rajkama! Emporium, II3-E, Kami* Nagar and other 
leading stores. ^ 

DISTRIBUTORS : Hariram Banarsidass. Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Hamarain, Chandni Chowk; Pindidass Shani A Sons, Katra Ashrafi; S. R. Traders. Katra Moli ; 
Kalasingh & Sons, Katra Subhash; Lucky Silk Store, Katra Rathi;. Anand Prakash A Sons, 
Nai Sarak: Mahindra Cloth House. Chandni Chowk; Ganpairai Jagdishnarain, Katra Mnrwari , 
Sumer Chand Jain. Katra Shahanshah*; Rugganmal Puranchand. Katra Choban; Shiva Textile, 
Kdira Naya. Chandni Chowk. Delhi. 

AGENTS : Gangabishan Bhasin. Krishan Gali, Katra Neel; S. K. Traders, Katra Neel, 
Chandni Chowk. Delhi. 
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RECORDS AND STATISTICS 

Increasing Responsibilities of IMF 


The International Monetary Fund in 
its annual Report for the fiscal year 
ended April 30,1970, published on Sep¬ 
tember 7, said that the world economy 
during 1969 and early 1970 was marked 
by severe inflationary pressures and, at 
the same time, by a series of develop¬ 
ments serving to improve the adjust¬ 
ment of payments imbalances in several 
major countries and to strengthen the 
international monetary system. 

The report's analysis of this mixed 
performance points to the central need 
for restoration of financial stability in 
the major industrial economies, and 
particularly in the United States, The 
report states that the importance of 
arresting the US inflationary spiral > 
and restoring price and cost stability 
can hardly be exaggerated. It regards 
the need to rectify the US payments 
position as the most urgent remaining 
task in the field of international pay¬ 
ments. Inflation is seen as a widespread 
problem among industrial countries. 
The report says the heightening of 
inflationary pressures in the past few 
years raises the most serious questions 
about the adequacy of economic poli¬ 
cies pursued by the main industrial 
countries. A particular need is seen for 
greater adaptability of policy to chang¬ 
ing circumstances, and the report dis¬ 
cusses incomes policy as a means of 
affecting the movement of wages and 
prices in the public interest. 

The report reviews deliberate inter¬ 
national actions and other developments 
in 1969-70 affecting both the quantity 
and the composition of international 
liquidity, the most significant of which 
was the allocation of $3.4 billion of 
Special Drawing Rights (SDRs) on 
January 1,1970 to 104 participant count¬ 
ries, marking an important extension of 
the Fund's responsibilities in the field of 
international liquidity. At the same 
time, the Fund's general account tran¬ 
sactions and its other activities during 
the year were again substantial. Pur¬ 
chases of currencies from the Fund and 
repurchases both reached new high 
levels in the 1969-70 fiscal year and 
stand-by arrangements were approved 
for a larger total amount than ever be¬ 
fore. 


The report of the 116-nation Fund 
says that economic expansion in 1969 ga¬ 
thered momentum on the continent of 
Europe and was maintained at a high 


level is Japan. Primary producing 
countries received further stimulus to 
their trade and were able as a group to 
realise another balance of payments 
surplus in 1969, although many of 
them were affected by the higher cost 
and restricted availability of credit in 
international financial markets. While 
inflationary pressures became more 
acute in all industrial countries during 
1969, the report points out that the year 
brought some progress in the area of 
balance of payments adjustment as 
the external positions and prospects of 
several European countries improved 
markedly. After the uncertainty and 
recurrent crises of the first three quarters 
of 1969, a remarkable change in the 
international financial situation occurred 
in the final quarter. This change stem¬ 
med both from developments in a num¬ 
ber of countries (including the devalua¬ 
tion of the French franc in August, re¬ 
valuation of the deutsche mark in 
October, a shift of the United Kingdom 
balance of payments into substantial 
surplus, and rapid improvement of the 
French external position) and from 
several international actions to improve 
the functioning of the international 
monetary system: the establishment of 
the Special Drawing Account in the 
Fund, the provision for another sub¬ 
stantial increase in Fund quotas, and 
the agreement on South African gold 
sales to the Fund. 

In the first part of 1970 the dominant 
feature of the world economy was the 
continuation of rapid and widespread 
inflation in industrial countries. Prices 
advanced at an average rate even higher 
than during 1969 and wage settlements 
were far in excess of the trend growth 
in productivity. At the same time, the 
overall growth of real gross national 
product (GNP) in the industrial count¬ 
ries showed a further deceleration. 

Increase in World Output 

Reviewing world trends in output, 
prices and trade, the report observes 
that the volume of total world output 
increased by about 5! per cent from. 
1968 to 1969, even though the growth 
rate of the US, economy fell to less than 
three per cent during this period under 
the impact of restrictive financial poli¬ 
cies. For countries other than the United 
States, taken as a group, the expansion of 
real GNP accelerated to some seven per 
cent in 1969, a rate markedly above the 
trend growth of 5 4 per cent over the 
1960s. It is especially noteworthy that 


the rate of increase in real GNP of 
the less developed countries from 1968 
to 1969 matched that of the developed 
countries on a per capita basis, in cont¬ 
rast to the considerable lag for the 
1960s as a whole. 

The acceleration of price and cost 
increases in the United States conti¬ 
nued during 1969, and the cooling-off 
process during the year, did not 
open up any marked degree of economic 
slack or make a real dent in the prevail¬ 
ing inflationary trends and psychology. 
In the United Kingdom, economic 
stabilisation policy reduced the growth 
of total output well below that of capa¬ 
city, while the increase in prices accele¬ 
rated. Output growth in other industrial 
countries matched or exceeded the 
previous year's high rate. In Germany, 
it was almost double the economy’s 
long term growth rate. Growth was also 
exceptionally high in France, and in 
Japan the longest postwar boom conti¬ 
nued without any apparent signs of 
slackening. 

Price Rise Doubled 

Taken together, the industrial count¬ 
ries experienced an overall price rise 
from 1968 to 1969 of nearly five per cent, 
roughly double the yearly average for 
the 1958-67 period. In the first half 
of 1970, the corresponding price rise 
reached an annuaUrate of close to six 
per cent. 

The report states that, without deter¬ 
mined and mutually reinforcing counter 
efforts, the international spreading of 
inflationary tendencies would inevitab¬ 
ly handicap or frustrate domestic 
stabilisation programmes among deve¬ 
loped and developing countries alike. 

The situation of the US is crucial 
to any assessment, of the world econo¬ 
mic outlook. At this juncture, the do¬ 
mestic stabilisation plan developed by 
the authorities early in 1969 is clearly 
behind schedule in slowing the pace 
of price and cost increases and, at the 
same time, it has had a more severe im¬ 
pact pn the real economy than was ex¬ 
pected or hoped for. The average annual 
rate of increase of about 54 per cent 
in the GNP deflator in the first half of 
1970 and the rise in the unemployment 
rate to nearly five per cent in the second 
quarter connote a difficult problem for 
economic management—one of avoid¬ 
ing prolonged and unacceptably high 
unemployment while bringing about a 
reduction in price and cost increases in 
response to policies of financial restraint. 
At stake in the success of these policies 
are the checking of the inflationary 
trend on a world-wide basis, the long- 
run stability and efficiency of the US 
economy, the much-needed strengthen¬ 
ing of the US balance of payments 
position (especially on current account) 
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and the sound functioning of the inter¬ 
national monetary system. 

The flow of international trade in 
1969 clearly reflected the strength of 
demand and production in the world 
economy. The value of world exports 
expanded by irn extraordinary 14 per 
cent from 1968 to 1969, attributable in 
marked degree to higher prices. In 
volume terms the 10 per cent expansion 
was still well above the trend prevailing 
over the 1960s. A slowing down of the 
rate of expansion in world trade is indi¬ 
cated by import trends in the industrial 
countries in the first several months 
of 1970, in view of the sluggishness of 
total output in the US economy and the 
slower economic growth that seems like¬ 
ly in the major European countries. The 
report reviews the strong and extensive 
boost to the exports of primary pro¬ 
ducers as a result of the rapid expansion 
of import demand in industrial count¬ 
ries in 1969. By late 1969 the collective 
terms of trade of the less developed 
countries were more favourable than at 
any time since the late] 950s. 

International Payments 

Higher exports in 1969 contributed to 
the acceleration of output growth in 
the less developed countries, which also 
experienced further improvement in 
agricultural supply conditions in some 
areas, especially south Asia. In 
a number of less developed countries 
faster growth of domestic demand was 
facilitated by an easing of reserve posi¬ 
tions and of balance of payments rest¬ 
raints, permitting the prudent applica¬ 
tion of somewhat more expansionary 
fiscal and monetary policies. Some of 
the highest rates of increase in imports 
from 1968 to 1969 were registered by 
the more developed primary producers 
and by certain of the less developed 
countries that are rapidly achieving a 
more diversified industrial base. 

The report’s examination of world 
trade includes a review of international 
price movements and price competitive¬ 
ness. It says the global rise in interna¬ 
tional trade prices in 1969, although 
heavily influenced by developments in 
the US, also reflected widespread in¬ 
creases elsewhere. Even in such count¬ 
ries as Japan and Italy, where unit labour 
costs and export prices in manufactur¬ 
ing had been either stable or declining 
over many years, the period of stability 
appeared to have come to an end be¬ 
fore the turn of 1969. 

Reviewing international payments 
during 1969, the report observes that the 
pressure of monetary stringency in the 
United States was reflected in money 
and capital markets throughout the 
world, leading to a steep escalation of 
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interest rates. Sensitivity of capital 
movements to changes in interest rates, 
along with periodic heavy speculation in 
foreign exchange markets, generated 
huge flows of funds across national 
boundaries. The high mobility of capi¬ 
tal was facilitated by the Euro-dollar 
market, which expanded very sharply. 
Another feature was the changing of 
parities of the French franc and the 
deutsche mark. The sharp rise in interest 
rates aggravated the debt servicing 
problems of many primary producing 
countries. The net flow of capital of all 
types from industrial to primary pro¬ 
ducing countries seem to have been 
reduced considerably from 1968 to 

1969. This was particularly evident 
among the developed primary producers. 
For the less developed countries as a 
group, there was a marked reduction 
in the current account deficit from 1968 
to 1969 while the volume of net capital 
inflow was approximately unchanged. 
The overall payments surplus of $1.7 
billion for this group was the highest on 
record, although balance of payments 
surpluses were concentrated in a limi¬ 
ted number of countries. A common 
factor for many of them was the predo¬ 
minance in their exports of certain com¬ 
modities for which world demand was 
particularly strong, as well as the 
achievement of increases in agricultural 
output sufficient to permit curtailment 
of imports. In certain countries the 
improvement in overall positions took 
place chiefly through successful stabili¬ 
zation programmes or realistic exchange 
rate adjutments. 

Decrease in Adverse Balances 

In the industrial countries, the re¬ 
ported change in the overall balance 
from a deficit of $2.5 billion in 1968 to 
approximately zero in 1969 masked 
some large fluctuations in the outturn 
for individual countries. These fluctua¬ 
tions were largely offsetting becuase of 
major shifts in capital flows. Despite 
the volatility of capital movements 
and the sharp fluctuation in overall 
balances some underlying improvement 
in the payments positions of several 
large industrial countries has become 
clearly discernible. Although some im¬ 
portant problems remain and are indi¬ 
cated, the report finds the current situa¬ 
tion appreciably better than that des¬ 
cribed in the annual report for 1969. 

It reviews the remarkable improvement 
in the UK’s external accounts, and 
notes the disquieting recent develop- - 
ment of the sharp advance in that 
country’s internal costs and prices. It 
also notes the strengthening in France's 
balance of payments, which reached 
equilibrium in the opening quarter of 

1970. In Germany, the structure of the 
balance of payments is apparently in a 
state of change* and the exceptional 
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surplus on current account is expected 
to decline substantially as the effects 
of the October revaluation and 
the build-up in domestic demand 
pressures become manifest. Italy's 
large current account surplus and large 
net capital outflow in 1968 and 1969 
is seen as less than satisfactory from 
either a domestic or an international 
point of view. By early 1970, the domes¬ 
tic economic picture and its balance of 
payments implications had changed 
sharply. In a situation of labour unrest 
and political uncertainty, there was, 
however, a further deficit in the balance 
of payments during the first part of the 
year. 

Large Inflow 

In the US, the balance of payments 
had assumed an unprecedented struc¬ 
ture by 1969. This featured an abnor¬ 
mally low current account surplus and 
an extremely large net inflow of foreign 
capital. The report says that, in view of 
the sizable deficit in “basic”transactions, 
it is necessary for the monetary authori¬ 
ties to pay particular attention to the 
implications of domestic credit policy 
for the level of US short-term interest 
rates in relation to those abroad. The 
report states that the need to rectify 
the US payments position, without im¬ 
position of restrictions on current tran¬ 
sactions, underscores the importance 
of the current programmes to stablise the 
domestic economy. 

Japan’s balance of payments was in 
substantial surplus both in 1968 and in 
1969. Despite a strengthening of demand 
pressures during the past year the sur¬ 
plus on current account in Japan re¬ 
mained large in the first part of 1970. 
The report points to the difficulty, in 
this situation, for the Japanese authori¬ 
ties to reconcile the domestic and ex¬ 
ternal objectives of policy inasmuch as 
measures to restrain excessive domestic 
demand will tend to maintain or in¬ 
crease the size of the current account 
surplus unless countered by other 
measures such as tariff cuts and aboli¬ 
tion of impoit quotas. 

Canada’s unusually large surpluses 
in its basic accounts in both 1968 and 
1969 were attributable chiefly to a large 
net inflow of long-term capital as capi¬ 
tal markets in Canada tightened rela¬ 
tive to those abroad. However, there 
were exceptional countervailing outflo¬ 
ws of short-term funds. Developments 
in the early part of 1970, including very 
strong trade performances, led to mark¬ 
ed upward pressure on the exchange 
rate and accelerating increases in offici¬ 
al reserves. At the end of May 1970, the 
Canadian government announced that 
it had decided not to maintain the ex¬ 
change rate for the Canadian dollar 
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within the prescribed margins around 
the parity of U$$ 0,925 established 
with the Fund, * 

Policy Issues 

Commenting on some po'icy issues 
involved in the operation of the interna¬ 
tional system, the report states that the 
heightening of inflationary pressures in 
the past few years raises the most serious 
questions about the adequacy of the 
economic policies pursued by the main 
industrial countries. Economic manage¬ 
ment in these countries over the past 
25 years has been vastly better than in 
the inter-war period; however, with this 
improvement standards of perfor¬ 
mance have been raised successively. 
The record for the second half of the 
1960s indicates scope for further sub¬ 
stantial improvement in the economic 
and financial policies of industrial 
countries. Particularly needed is a 
greater adaptability of policy to chang¬ 
ing circumstances, In general, the policy 
mix in industrial countries could be 
improved through a strengthening of 
fiscal policy, so that monetary policy 
could be geared relatively more to the 
external position than has proved feasi¬ 
ble in the past. The report adds that an 
improvement in the instruments of 
fiscal policy is desirable but that even in 
present circumstances, a more active and 
timely use of fiscal policy should be 
possible and would contribute materially 
to the performance of demand manage¬ 
ment. It, notes the failure of industrial 
countries to make timely adaptations of 
fiscal policy both during the widespread 
boom in late 1965 and early 1966 and 
‘n more recent years, and it observes 
that an improvement in domestic 
financial policies has become more ur¬ 
gent because of the increased integra¬ 
tion of international money and capital 
markets. The report points out that 
the great strides which were made dur¬ 
ing the past decade in the development 
of international co-operation turned 
out to be more effective in the financing 
of balance of payments deficits than in 
promoting the adjustments of balance of 
payments positions. The latter purpose 
would be served by a further strengthen¬ 
ing of international collaboration with 
respect to economic policies in general 
and monetary policy in particular. 

Experience since the mid-1960s con¬ 
tains another clear lesson for policy 
in the desirability of coming to grips 
with inflation and balance of payments 
discquilibria at an early stagp. There 
was an evident tendency for industrial 
countries at times to shade policy risks 
on the side of growth and employment 
and push toward their short-term ob¬ 
jectives in those areas beyond a point 
that was prudent. These countries face 
the continuing task of seeking compati¬ 
bility between stable prices and low 
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unemployment. The proper handling 
of this and other structural problems 
is likely to require the development 
and use of additional specific policy 
instruments supplementary to the broad 
instruments of financial policy. The 
report says particular attention in this 
area focuses on what has come to be 
called incomes policy, consisting of a 
wide variety of possible measures to 
aifect the movement of wages and prices 
in the public interest. Most govern¬ 
ments have not as yet put very much 
emphasis on various other measures to 
influence wages and prices (such as 
import policy and efforts to enhance 
competition) or on measures relating 
to job training, labour mobility, and the 
like. All these, in due course, could 
lower the level of unemployment 
compatible with price stability and 
generally facilitate the task of demand 
management. 

Strong Wage Spiral 

The report says that the capacity of 
business firms and- labour groups in 
many instances to push up money in¬ 
comes at rates exceeding the economy's 
long-term productivity growth often 
makes it very difficult for fiscal and 
monetary policies alone to stop a strong 
wage-price spiral without costly econo¬ 
mic and social effects. Regarding the 
form which an incomes policy should 
take and how it might operate, the re¬ 
port says there is obviously a very wide 
range of possibilities essentially depen¬ 
dent on the social and political setting 
in individual countries. It emphasises 
that measures of the kind embraced 
under incomes policy cannot be success¬ 
ful unless their essentially supportive or 
supplementary nature is kept fully in 
mind. 

Calling for a continued and vigorous 
application of the available instruments 
in the current fight against inflation, 
the report points out that the approp¬ 
riate policies of restraint must be carried 
out against the background of a strong 
tendency toward the international pro¬ 
pagation of inflationary tendencies. 
The importance of a simultaneous 
approach among the industrial countries 
resides in its mutually reinforcing 
character and in the psychological 
effects that such an approach would 
evoke. 

The report concludes this portion of 
its review with the hope that the period 
ahead wifi witness a major improve¬ 
ment in the volume, quality, and effec¬ 
tiveness of development assistance. 

In its discussion of Fund activities, 
the report says the period under 
review was one of the most eventful 
both for the Fund and for die 
future of the international mone¬ 
tary system, marked as it was by an 
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important extension of the Fund’s res* 
ponsibilities in the field ofintemational 
liquidity. Purchases of currencies from 
the Fund, repurchases and the total 
amount of stand-by arrangements 
reached new high levels. 

Important decisions by the executive 
liirectors bearing on Fuad transactions 
included one in December 1969 re¬ 
lating to South Africa’s sales of gold to 
the Fund and another in June 1969 in 
connection with the study of the prob¬ 
lem of the stabilisation of prices of pri¬ 
mary products. Two major industrial 
countries, France and Germany, estab¬ 
lished new par values for their curren¬ 
cies in August and October 1969 respec¬ 
tively, and at the end of May 1970 the 
Canadian authorities notified the Fund 
that Canada would, for the time being, 
not maintain the exchange rate of the 
Canadian dollar within the existing 
margins. All these developments 
had a bearing on the examination of the 
mechanism of exchange rate adjust¬ 
ment, which has preoccupied the execu¬ 
tive directors during much of the 
period following a report by the execu¬ 
tive directors in December 1969, the 
board of governors adopted a resolu¬ 
tion authorising a substantial increase 
in members’ quotas aimed at adjusting 
the size of the Fund to the growth of the 
world economy. Four countries joined 
the Fund during 1969/70 and one in 
May 1970, bringing total membership 
to 116. 

Convertible SDRs 

Reporting on the operation of the 
Special Drawing Account, which began 
on January 1, 1970, the report states 
that the executive directors adopted 
several decisions to enable two impor¬ 
tant types of transactions to take place. 
Two of these decisions related to trans¬ 
actions in which participants use SDRs 
to obtain currency convertible in fact 
from other participants that are desig¬ 
nated by the Fund. A third decision 
authorized participants to use SDRs 
in the payment of charges to and in 
repurchases from the general account. 
During the period January to June 
1970, forty-six participants used a total 
of (SDRs) 149 million. The report dis¬ 
cusses SDR designation procedures and 
quarterly plans, and currencies and 
conversions used in designated transac¬ 
tions. It observes that in the January- 
June 1970 period, participants that 
used SDRs in such transactions generally 
requested US dollars. Relatively small 
amounts of French francs, Belgian 
francs and sterling were also provided 
on occasion. 

The report discusses the proposals for 
quota increases which, if all members 
consent to the maximum quotas offered 
to them, will increase the resources of 
the Fund by about 35,5 per cent to 



EASTERN ECONOMIST 


577 


September 25,1970 

approximately $28.9 billion. The com¬ 
paratively large growth in the world 
economy since the last review of quotas 
in 1965 is reflected in the economic 
variables used in quota calculations. 
Allowance is made for members’expor¬ 
ts, imports and invisible trade as well 
as for the level of members’ external 
reserves and national income. As the 
report explains, further important con¬ 
siderations include various develop¬ 
ments affecting the need for conditional 
liquidity, the availability of uncondi¬ 
tional liquidity, and the maintenance of 
a balanced distribution of quotas within 
the whole membership of the Fund. 
The report also explains a number of 
different arrangements for mitigating 
the impact on member’ reserves of gold 
payments to the Fund arising from 
qupta increases. It says that most in¬ 
creases in quotas may be expected to 
become effective between October 30 
and December 31, 1970. 

Purchase of Gold 

In its discussion of the Fund’s gold 
policy, the report explains the Fund’s 
decision to purchase gold from South 
Africa. During the first six months of 
1970, the Fund purchased $307 million 
of gold from South Africa, of which 
the equivalent of $34.8 million was in 
respect of a request previously made by 
South Africa to obtain £14.5 million 
from the Fund’s currency holdings. 

In the Fund’s general account, by 
far the larger proportion of the record 
level of financial assistance extended by 
the Fund in 1969/70 went to industrial 
countries. This reflected the payments 
imbalances among these countries and 
uncertainties in the foreign exchange 
markets. Some of these countries met 
the strains by using reserve positions in 
the Fund to supplement their other re¬ 
serves. Purchases by developing count¬ 
ries conpnued to decline, reflecting to 
some degree a general improvement in 
the balance of payments positions of 
these countries as a group and their 
use of SDRs. 

A considerable portion of net pur¬ 
chases (purchases minus repurchases) 
represented the drawing down of super 
gold tranche positions by creditor count¬ 
ries. In the light of the change in the 
status of the gold tranche under the 
amended Articles of Agreement (for 
purchases in the gold tranche members’ 
representation that they have a balance 
of payments need is no longer subject 
to Challenge by the Fund) the executive 
directors decided in September 1969 
that gold tranche purchases should not 
await their prior approval but should 
be effected automatically and as prompt¬ 
ly as practicable. The service charge of 
1/2 of ] per cent was abolished on gold 
tranche purchases made after July 27, 


1969, and a decision adopted in March 
1970 provided that the procedure for 
purchases under stand-by arrangements 
be simplified, similar to the revised pro¬ 
cedure for executing gold tranche pur¬ 
chases. 

Purchases during 1969/70 by 33 mem¬ 
bers in 17 currencies amounted to 
$2,996 million and exceeded the previ¬ 
ous year’s record by $157 million. This 
figure includes $2,261 million purchased 
by 22 members under the terms of 
stand-by arrangements. France and 
the UK each accounted for* about 44 
per cent of total purchases under such 
arrangements. Twenty-three stand-by 
arrangements were approved during the 
year authorizing purchases up to $2,381 
million, the largest amount approved 
in any fiscal year. Repurchases reached 
a record $1,671 million, of which $934 
million repurchased by the UK accoun¬ 
ted for 56 per cent of the total. In its 
discussion of resources available for 
financing Fund transactions, the report 
also notes the equivalent of $5,074 
million unutilized as of April 30, 1970, 
under the General Arrangements to 
\ Borrow (GAB). 

The Fund is required in its Articles 
to pay a return to members on the 
amount by which 75 per cent of a mem¬ 
ber’s quota exceeds the average of the 
Fund’s holding of its currency. For the 
fiscal period July 28, 1969 through 
April 30, 1970, remuneration at it 
per cent amounted to $27.2 million 
and was paid to 32 members in May 

1970. Payments was made in SDRs, 
gold and currencies. After payment 
of remuneration, the Fund’s net income 
for the fiscal year ended April 30,1970, 
amounted to $57.6 million. 

International Liquidity 

Developments in 1969-70, notably 
the allocation of SDRs, affected both 
the quantity and the composition of 
international liquidity. Developments 
with respect to accrual of gold to mone¬ 
tary reserves also entered a new phase 
at the end of 1969 when agreement was 
reached on the terms under which the 
Fund would purchase gold from South 
Africa. In the field of conditional li¬ 
quidity, action has been taken in the 
past year to initiate an important in¬ 
crease in Fund quotas, thereby in¬ 
creasing the potential size of the Fund to 
approximately $28.9 billion. Aside 
from these deliberate actions, interna¬ 
tional reserve developments have also 
been affected by policy actions and 
economic developments in a number of 
major countries. The successful ad¬ 
justment of payments imbalances in 
the UK, France, and Germany resulted 
in a notable improvement in the distri¬ 
bution of reserves and permitted sub¬ 
stantial progress to be made by the UK 


and France in repaying earlier credit 
assistance. These repayments were 
sufficient to effect an important net 
reduction in the credits outstanding 
under swap arrangements and related 
short-term credit facilities of central 
banks and treasuries. 

Official holdings of US dollars in 
1969—70 were subject to very substantial 
fluctuations, reflecting in part un¬ 
usually Jarjsc movements in dollar 
balances of private external holders 
attributable to currency speculation and 
to foreign borrowings and repayments 
by US banks in response to international 
differences in interest rates and credit 
conditions. In 1969 as a whole, official 
holdings of US dollars declined. In 
the first few months of 1970, howvever, 
these holdings expanded again in 
amounts considerably exceeding the ear¬ 
lier decline. This increase in reserves 
held in dollars, together with the SDR 
allocation, the modest expansionary im¬ 
petus provided by sales of gold to the 
Fund and the increase in official sterling 
balances, led to a sharp expansion in 
world reserves in the first quarter of 
1970. - These considerably outweighed 
the contractionary influence of net 
repayment of swap credits. 

Slow Pace of Reserves Growth 

Reviewing the slow pace of reserve 
growth in 1969, the report says that 
world holdings of gold, foreign exchange 
and reserve positions in the Fund rose 
by only $0.2 billion on balance, to 
$76.9 billion. Noting the changes in the 
sources of this growth, the report points 
out that official reserve totals fluctuated 
exceptionally sharply in the course of 
the year, reflecting in the main large 
flows of dollars between private and 
official holders in response both to un¬ 
certainties concerning exchange rates 
and to differences in conditions in na¬ 
tional money markets. 

The report provides an analysis of the 
components of adjusted global reserves 
for the 1960-69 period. Between 1964 
and 196$, accruals to reserves from tra¬ 
ditional sources had ceased and become 
negative on balance. As a result, the 
increase in global reserves stowed down 
and became dependent on new reserve 
sources stemming essentially from cre¬ 
dits granted in connection with balance 
of payments assistance. In 1969 there 
was a sharp change in the components 
of reserve growth. Countries’ holdings 
of gold increased by $0.2 billion follow¬ 
ing three successive years of decline. 
This shift reflected the cessation of gold 
sales from official stocks to the private 
sector after March 1968. In calculations 
underlying the first allocation of SDRs, 
allowance was made for some modest 
increase in official gold holdings. The 
agreement under which the Fund would 
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purchase gold from South Africa should 
help contribute to such an increase and, 
together with the arrangements of March 
1968, provide assurance against a re¬ 
newed decline in gold slocks of mone¬ 
tary authorities. 

The report says that the tendency 
towards a reduction in official dollar 
balances that was apparent at the time 
of the formulation of the managing 
director’s proposal for the allocation 
of SDRs seems unlikely to continue. 
A considerable reflux of externally held 
dollars from private into official hands 
occurred in the first quarter of 1970 
and officials claims on the US increased 
by almost $2| billion. The report 
also notes that increases in US reserve 
assets over the past two years, which 
resulted from an inflow of short-term 
funds rather than from an improvement 
in the underlying payments position, 
would enable the US to limit the in¬ 
crease in its official liabilities in connec¬ 
tion with the cessation or reversal of the 
earlier movements in short-term capita). 
The SDR allocation proposal made an 
allowance for a possible rise in official 
holdings of US dollars over the ensuing 
three to five years of some $0.5 billion 
to $1 billion on average. The recent 
sharp movements need to be seen in 
the perspective of the shift in the other 
direction in 1968 and 1969. It is too 
early to form any considered view of the 
significance of these recent tenden¬ 
cies for the medium-term period. More¬ 
over. to the extent that a substantial 
proportion of any large official settle¬ 
ments deficit were financed by a reduc¬ 
tion in US reserve assets, this would 
help to avoid an excessive expansion 
of official holdings of dollars of other 
countries and of international reserves 
in general. 

Reserves in Sterling 

The largest single source of reserve 
growth in 1969 was in the form of re¬ 
serves held in sterling. Such reserves 
rose by approximately 80.8 billion in 
that year, and they rose further in the 
first quarter of .1970. The Managing 
Director’s SDR proposal had made no 
specific provision for increases in sterl¬ 
ing reserves and the UK authorities 
have indicated that a continuing in¬ 
crease in these balances is not expected. 

Credit creation through the general 
account of the Fund reached $0.2 
billion in 1969. while creditor positions 
under swaps granted by countries other 
than the US declined by SO.4 billion. 
Thus, reserve creation as a by-product of 
credit operations exerted a net contrac¬ 
tionary force in 1969, contrasting with 
substantial net credit creation from this 
source in the 1964-68 period. In the 
early months of 1970, exceptionally 
large repayments of central bank credits 


were made by both France and the 
UK. 

The report indicates that aside from 
the increase in reserves held in sterling 
in 1969, the other large positive com¬ 
ponent of reserve changes was in the 
item comprising miscellaneous holdings 
and residual adjustments, including the 
effect of the appreciation in the value 
of balances held in deutsche mark. 

The assumptions adopted as a basis 
for the first allocation of SDRs made 
art estimate of future reserve growth 
from other sources of $1—H billion per 
annum. In 1969, chiefly because of the 
reduction in official holdings of US 
dollars, aggregate reserve creation was 
somewhat lower than the projection 
in the proposal, which related to a three- 
year to five-year average commencing 
in 1970. 

Drop in Gold Holdings 

Turning to the composition and dist¬ 
ribution of reserves, the report indi¬ 
cates that at the end of 1969 countries* 
gold holdings accounted for 52.8 per 
cent of worldrescrv es. Reserve positions 
in the Fund represented a further nine 
per cent of the total, while the remain¬ 
ing 38.2 per cent was held in the form 
of foreign exchange. These shares were 
not significantly different from those of a 
year earlier. The allocation of SDRs 
on January 1, 1979, added 4.6 per cent 
to world reserves. Largely as a conse¬ 
quence, the share of countries’ gold 
holdings had dropped about 50 percent 
by March 31,1970. Reserve positions in 
the Fund’s general account amounted to 
over nine per cent and foreign exchange 
holdings to approximately 37 per cent. 

There were marked changes in the 
distribution of reserves in 1969. Less 
developed countries’ reserves increased 
by $1.3 billion or 9.5 percent and these 
increases were concentrated among 
relatively few countries. In contrast, 
over the longer period from the end of 
1960 to the end of 1969, increases in 
reserves were spread over a wide range 
ofless developed countries, being shared 
by all geographic areas. On March 31. 
1970, less developed countries accounted 
for 21.3 per cent of world reserves, com¬ 
pared with 13.6 per cent at the end of 
1962. Reserves of the more developed 
primary producing countries accounted 
for almost 10 per cent of global reserves 
at the end of 1969, much the same 
magnitude as a year earlier. The share 
of industrial countries in world reserves 
continued to decline and at the end of 
1969, the reserves of these countries 
totalled $51.8 billion, about 70percent 
of the world total and not greatly diffe¬ 
rent from the level of five years earlier. 
There were marked changes in distribu¬ 
tion among individual countries, and 
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these movements in aggregate reserves 
entailed a substantial redistribution of 
gold and of reserve positions in the 
Fund. The course of official reserves in 
1969 was influenced stilt more markedly 
than in earlier years by flows to add 
from commercial bank holdings 
of foreign exchange. Substantial 
flows from money market as$i ( 
denominated in European currency 
for investment in the Euro-dollar mat 
ket caused strains on official reserve 
and on domestic liquidity in sdverdl 
European countries. In a number of 
these instances, the monetary authori¬ 
ties drew on swap facilities and also 
sought to counter the pressures created 
by the Euro-dollaj- market by regulating 
the net foreign asset position of their 
commercial banks. In contrast, banks in 
Japan and, to a lesser extent in Canada, 
increased their net foreign positions. 

Fund members had available at the 
end of May 1970 conditional drawing 
rights in the form of unutilized credit 
tranches in the Fund to a total of over 
$17 billion. The report discusses the 
increase in these credit facilities for 
members to the extent of the increases 
in quotas taken up under the fifth Gene¬ 
ral Review. In addition, industrial 
countries had available at the end of 
1969, credit facilities with national 
central banks and treasuries of $19.9 
billion. 

Foreign Exchange and Gold 

The report also reviews major develop¬ 
ments on the gold markets during the, 
year. The relative fall both in the demand 
for gold and its price after March 1969 
can in part be attributed to a change in 
expectations regarding a possible reva¬ 
luation of the official. price of gold. 
Consequent to the March 1968 agree¬ 
ment, for the first time in a number of 
years, additions to the supply of gold 
on the private market were determined 
largely by current output of gold. The 
total new supply of gold amounted to 
the equivalent of $1,408 million in 1969. 
New supplies of gold placed on the free 
market during 1969 are estimated in 
the report at about $1,3 billion. About 
$148 million, or about 40 per cent of 
estimated gold production during the 
first quarter of 1970, was placed on the 
free market during that period. In¬ 
dustrial and artistic demand for gold in 
1969 is estimated at about 930 million, 
rebresenting about 72 per cent of the 
newly available gold placed on the 
free market, or 65 per cent of current 
gold production. Gold production was 
virtually unchanged in 1969 at 40,7 
million ounces valued, on the basis of 
$35 a fine ounce* $1,425 miltion. Total 
record official stocks of gold rose by 
about $110 million to a total of about 
$41 billion by the end of 1969. 
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drawing, impact machining. Steal, 
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